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ABSTRACT
Title: THE BALL IS IN THEIR COURT: CHANGING ROLE OF MULTINATIONAL
COMPANIES FROM EMERGING NATIONS
Tanvi H. Kothari
Degree: Doctor of Philosophy
Temple University, 2009
Doctoral Advisory Committee Chair: Masaaki Kotabe
One of the emerging phenomena of global competition is the increasing participation of
firms from emerging economies in various industries and across value chain activities. These
MNCs from developing and emerging economies have recently shown an unprecedented
increase in numbers (from only 19 firms in 1990 featured in the Fortune 500 list to 47 in 2005)
(UNCTAD, 2006). While these Emerging Nation Multinational Companies (EMCs) are gaining
a strong foothold in the global economy, some evidence also suggests that their foreign direct
investments are being targeted towards advanced economies in both resource industries and
higher-value adding activities.
On the face of it, the disadvantages of being a late entrant seem overwhelming and based
on the stages model of internationalization the EMCs may not be able to compete against global
giants whose dominance is rooted in their first-mover status (Bartlett & Goshal, 2000). However,
the success of EMCs like the Tata Motors, Lenovo, and the like raise an important research issue
as to what are the strategies these EMCs pursue as they begin to compete in the global
competitive landscape?
In the past, scholars have conducted substantial research on internationalization,
Multinational Companies (MNCs), and Foreign Direct Investment (FDI) which explain the
behavior of first-mover MNCs from developed countries based on technological superiority.
iii

Those theories were developed within a specific environmental context and do an adequate job to
explain a fairly specific set of observed firm behaviors. Each, within its context, may be fairly
adequate at explaining those behaviors. However, the emergence of EMCs in the global
economic environment highlights that times have changed and the incumbent MNCs (studied
earlier) constantly face threats from these emerging giants. As the context changes, so has the
ability of the prior internationalization theories to explain behaviors observed in this global
economy diminished considerably. Lately, a few researchers have started a new line of research
to uncover some distinct characteristics of these EMCs. However, very little is known about the
foreign expansion strategies of these EMCs and warrants a need to explore this phenomenon
indepth.
In order to bridge this gap in the literature this dissertation uses an inductive approach by
conducting multiple case-studies to understand the foreign expansion strategies of sixteen
companies that originate from two key emerging nations: India and China. This exploratory
approach supported by computerized content analysis of longitudinal text data allows us to
observe the significance of specific constructs, begin to detect patterns and regularities in the
behavior of EMCs and compare EMCs originating from various emerging nations.
Methodologically, the dissertation illustrates the usefulness of semantic network analysis tools,
especially centering resonance analysis, in identifying and interpreting the concepts that provide
coherence to set of textual data. Further, using factor analysis we identify some key themes that
explain the foreign expansion strategies of these EMCs.
The results of this study suggest that EMCs’ expansion is, on one hand, based on their
ability to acquire resources and absorb them to build their own advantage (supply side
iv

dynamics). On the other hand, it is also based on EMCs’ ability to find some market niches, i.e.,
entering into markets untapped by traditional MNCs (demand side dynamics). Finally, based on
our analysis of these in-depth case-studies we identify some propositions as anchors for further
theory building. Specifically, we identify three major anchors, namely, EMCs’ ability to ‘Lick
the Dirt’; ‘Cash Rich Positions of EMCs’ and ‘Strategic Partnerships with Developed Country
Firms’ that enhance their ‘Competitive Advantage in Developed Nations’.
KEYWORDS: Emerging Nation Multinational Companies (EMC); Institutional Theory;
Corporate Innovativeness; Emerging Giants; Internationalization Strategies; Semantic Network
Analysis; Lick the Dirt
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CHAPTER 1
INTRODUCTION
The process of globalization has generally been known to result in broad economic, political and
socio-cultural changes within nations, and increased flow of capital, information, and global best
practices across nations. A significant aspect of changes in the global economy over the last few
decades is the economic liberalization of protected economies including Less Developed
Countries (LDC) (Miles, Feulner, O'Grady, Anastasia, & Giras, 2004). This important
component of globalization has led to an increased participation of these developing nations in
the global economy both as markets for goods and services as well as production sites. The term
emerging markets is commonly used to describe business and market activity in industrializing
regions of the world. Such countries are considered to be in a transitional phase between
developing and developed status. Examples of emerging markets include China, India, much of
Southeast Asia, countries in Eastern Europe, and parts of Africa and Latin America. These
nations have been transitioning, both economically and politically, toward market-based systems
(Arnold & Quelch, 1998; Luo & Tan, 1998).
In the past, scholars have conducted substantial research on internationalization,
Multinational Companies (MNCs), and Foreign Direct Investment (FDI) which explain the
behavior of first-mover MNCs from developed countries based on technological superiority.
However, in recent years, we are seeing the emergence of companies from the emerging
economies that are shifting from being OEM suppliers and exporters to engaging in horizontal
and vertical foreign direct investments. These MNCs from developing and emerging economies
have recently shown an unprecedented increase in numbers (from only 19 firms in 1990 featured
1

in the Fortune 500 list to 47 in 2005) (UNCTAD, 2006). Some evidence also suggests that their
foreign direct investments are being targeted towards advanced economies in both resource
industries and higher-value adding activities (Bartlett & Goshal, 2000).
While these Emerging Nation Multinational Companies (EMCs) are gaining a strong
foothold in the global economy, we know very little about their internationalization strategies.
On the face of it, the disadvantages of being a late entrant seem overwhelming and based on the
stages model of internationalization the EMCs may not be able to compete against global giants
whose dominance is rooted in their first-mover status (Bartlett & Goshal, 2000). However, the
success of EMCs like the Tata Motors, Lenovo, and the like raise an important research issue as
to what are the strategies these EMCs pursue as they begin to compete in the global competitive
landscape?
In order to explore this phenomenon further this study proposes to use an inductive
approach whereby we conduct multiple case-studies on sixteen successful EMCs that originate
from two major emerging nations: India and China. This is a longitudinal study which uses
content analysis tools to analyze the evolution of the EMCs through their life span and to
understand how these EMCs have even been successful in their foreign expansion to developed
nations like the U.S. The results of this study suggest that EMCs’ foreign expansion is, on the
one hand, based on the EMCs’ ability to acquire resources and absorb them to build their own
advantage (supply side dynamics). On the other hand, it is based on EMCs’ ability to find some
market niches, i.e., entering into markets untapped by traditional MNCs (demand side
dynamics). Based on the understanding of these firms we then develop some theoretical
propositions to identify anchors that can be incorporated in future studies to enhance the
2

understanding of current internationalization theories and thus explain the foreign expansion
process of these EMCs. Methodologically, the novelty of this paper lies in its illustration of the
usefulness of semantic network analysis tools, especially centering resonance analysis, in
identifying and interpreting the concepts that provide coherence to set of textual data.
The dissertation is structured as follows. The second chapter, ‘Review of Literature’
summarizes the discussion of existing literature on the internationalization strategies of
multinational companies and its ability to explain the foreign expansion strategies of EMCs. The
third chapter, ‘Research Methods’ describes the method used to conduct the multiple in-depth
case-studies in order to understand this phenomenon and describes the use of Crawdad, a
computing software for content analysis of these case studies. The fourth chapter, ‘Results and
Discussion’ reports the results of the content analysis based on the centering resonance analysis.
Based on our analysis of the sixteen in-depth case-studies in chapter five, ‘Anchors for Theory
Development’ we identify some propositions as anchors for further theory building. The final
chapter, ‘Conclusions and Future Research’ provides a brief discussion of the potential
contributions of this study and outlines some ideas for future research.
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CHAPTER 2
REVIEW OF LITERATURE
The literature review is divided into two sections. First, it provides a brief discussion of various
internationalization theories that explain the internationalization of MNCs. The second section
highlights the changing role of emerging EMCs in the current global economic environment. It
outlines the shortcomings of the prior theories and acknowledges the initial attempts of the
literature to explain the foreign expansion strategies of EMCs.

Internationalization Theories
Johanson and Vahlne (1977; 1990) made one of the first efforts to develop a model to explain
how firms internationalize. Their model, known as the Uppsala model of internationalization,
assumed that market knowledge and market commitment influenced both, commitment decisions
and current activities, the former also being influenced by the latter. Internationalization was thus
seen as an incremental process of adjustments to the environment, where firms learned as they
got more involved with foreign markets and such learning (experiential knowledge) helped them
to increase their commitment to internationalization and vice versa. Knowledge has to be
acquired through the learning process in connection with current activities, which explains why
the internationalization process often proceeds slowly. Additional commitments will be made in
small steps unless the firm has very large resources or market conditions are stable and
homogeneous, or the firm has much experience from other markets with similar conditions.
Vernon’s (1966) (1979) international product-cycle theory (IPLC) puts emphasis on the
timing of innovation, the effects of scale economies, and the roles of ignorance and uncertainty
4

in influencing trade patterns. It suggests that in the first stage, the MNC develops and markets
new products for its home market and also exports to foreign markets with similar per-capita
income levels. As the product matures, low-cost production becomes important and foreign
competition a threat, so the MNC establishes production overseas. This production is directed
primarily toward the host country, but as quality improves, it may also be exported back to the
home country. Finally, once the host country advances to a stage where its costs are
uncompetitive, production is shifted to a lower-cost host country. The author revisited the theory
in 1979 and recommended that it may apply to smaller U.S. firms, European and Japanese firms
or the situation of less-developed countries and is not appropriate to explain the relationships of
the U.S. economy to other advanced countries.
Similarly, an extensive volume of research has examined the way in which firms progress
along the internationalization continuum and suggests that a sequence of discrete stages exists
that proxy the “stop and go” (Dalli, 1994 92), stepwise process exemplifying the evolution of
international

involvement.

This

important

contribution

to

the

understanding

of

internationalization processes is also known as the Stages Model (Malnight, 1995; Reid, 1981).
These models propose that firms begin their internationalization by exporting to a country’s
psychologically closest markets, which most closely resemble those of the home country, hence,
a less risky entry mode. The firm develops these markets in depth and, after initially exporting,
may then use an export agent or distributor to later open a commercial office and finally to
establish a subsidiary abroad. Internationalization process of firms follows a more-or-less
learning curve path. The stages can vary, as well as their order, depending on the specific author,
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but what characterizes the stages model is the supposition that a path would be followed towards
gaining more control and accepting to take on more risks through the innovation process.
Both

the

Uppsala

internationalization

model

and

the

innovation-related

internationalization taxonomies confirm the fundamental tenet that a firm’s internationalization
is largely attributed to two key elements: the amount of knowledge the firm possesses,
particularly, experiential knowledge; and uncertainty regarding the decision to internationalize
(Morgan & Katsikeas, 1997). Thus, it is indicated that internationalization is an incremental
process, which is influenced by both internal environment (structure, strategic decisions and
perceptions of top management in organizations) and external (political and economic factors of
both home and host countries).
However, a great amount of criticism can be found in the literature regarding the present
status of the internationalization theory. Anderson (1993) suggested that little attention has been
paid to the time dimension of the process and this is probably connected to the problem of
delimitation between stages. He suggested that critical events of the firms’ development and
factors that affect the firms’ export behavior should be identified. Other researchers have
subsequently found that the incremental internationalization theories fail to explain fully the
nature and character of firms’ international involvement (Galunic & Rodan, 1998; Gripsrud,
1990; Grønhaug & Kvitastein, 1993; Millington & Bayliss, 1990; Sharma & Johansson, 1987).
Among others, Sullivan and Bauerschmidt (1990), who attempted to test the incremental
internationalization proposition, found no support for the incremental fashion of a firm’s path to
internationalization. Zou and Stan (1998) strongly emphasized that a problem of the export
performance studies is the multiplicity of factors proposed by researchers to influence export
6

performance, and the large number of ways in which the factors are measured. Finally, Wells
(2000) criticized Vernon’s PLC model, suggesting that it is fundamentally production oriented
and does not focus on consumer-oriented socio-cultural and behavioral variables. Vernon’s
framework is based on industrial goods in manufacturing sectors and virtually ignored trade in
intangibles such as services or brand names. These and other shortcomings of the
internationalization strategies tend to come to surface when applied to explain the
internationalization strategies of MNCs in the current global environment.

Internationalization of EMCs
The recent spurt in the international activity of firms from emerging markets has generated
immense interest from researchers (e.g. Khanna & Palepu, 2006; Ramamurti, 2004) and
practitioners (Sinha, 2005). From a meager amount in the early 1980s, outward FDI from
emerging market firms has risen to USD 1.4 trillion in 2005, representing a 13% share in world
FDI stock (UNCTAD, 2006). Emerging nation exports already account for some 45% of the
world total (Economist, 2006). In the past, the principal recipients of this international expansion
had been mostly other emerging economies, typically in the same geographical region or cultural
domain - a trend in line with the Johanson & Vahlne (1977) paradigm of incremental
internationalization. However, since 2000 substantial FDI from emerging markets is targeted
toward developed OECD markets, through aggressive foreign expansion mechanisms such as
cross-border mergers and acquisitions, rather than the less-risky and more typical modes used in
the past by emerging country firms such as joint ventures or greenfield subsidiaries (OECD,
2006). It is also observed that emerging market firms utilize non-traditional international
7

expansion strategies, where exporting and FDI are used simultaneously and FDI even helps in
exporting activities (Buckley, Clegg, Cross, Liu, Voss, & Zheng, 2007; Contractor, Kumar, &
Kundu, 2007). Further, Dunning (2006) acknowledged that EMCs might be driven to invest in
more advanced economies to access or augment, rather than to exploit, their ownership
advantages. However, Dunning (2006) continued to argue that, even when they choose to engage
in asset augmenting FDI, EMCs still have to possess some unique and sustainable resources and
capabilities. Their competitive advantages are likely to be different from those of the Western
MNEs. Buckley et al. (2007) suggest that EMCs may have competitive advantages that allow
them to operate certain activities more effectively in some foreign countries than local firms can
and even than Western MNEs can.
These observations suggest that EMCs may expand overseas to access resources
(Mathews, 2006), to acquire knowledge (Bartlett & Ghoshal, 1998) or to enhance their
capabilities (Luo, 1998). This more aggressive push abroad is motivated by a desire to tap
resources, skills, markets, and brand names and increase global competitiveness (Luo & Tung,
2007). As such, alternative perspectives, such as asset-exploration, asset-augmentation and assetseeking, have been proposed to explain the internationalization of EMCs originating from
emerging economies as a means to overcome their competitive disadvantages (Makino, Lau, &
Yeh, 2002; Mathews, 2006). These alternative perspectives do not necessarily mean an “eitheror” view of the drivers of the internationalization of firms from emerging economies (Yiu, Lau,
& Bruton, 2007). In order to reflect these alternative perspectives, some adaptations of the
mainstream internationalization theories have been recently advocated in the literature. For
example, Mathews (2006) proposed the Linkage, Learning and Leverage’ (LLL) model, which
8

argues that firms’ international expansion is driven by resource linkage, leverage and learning.
This LLL theory is said to better explain such emerging market firm’s internationalization as
opposed to the traditional OLI paradigm (Narula, 2006). However, some proponents suggest that
an internationalization theory that is somewhere in between these two extremes (LLL and
traditional OLI) and requires only a modification and strengthening of the OLI paradigm
(Dunning, 2006; Luo & Tung, 2007).
In their effort to explain the behavior of EMCs, Luo & Tung (2007, p. 484) suggested
that “EMCs systematically and recursively use international expansion as a springboard to
acquire critical resources needed to compete more effectively against their global rivals at home
and abroad and to reduce their vulnerability to institutional and market constraints.” This
behavior of recent EMCs can be compared to the internationalization of Japanese and Korean
MNCs that expanded abroad in the 1970s - 80s that had to face such problems and had to change
their strategy to gradual international expansion and conservative acquisition (Chang, 1995).
However, in this dissertation it is argued that these recent groups of emerging EMCs are different
on many levels. First, these companies originate from nations that although growing at a fast rate
are still relatively poor. Second, these firms, unlike Japanese and Korean conglomerates, which
benefited from protection and big profits at home before they took on the world, are mostly firms
that have prevailed in brutally competitive domestic markets, where local companies have to
struggle out with homegrown rivals and western multinationals every day. In other words, they
seemed to have ‘licked the dirt’ to survive in their home markets. Furthermore, many of these
firms are growing as they go international, unlike (the description of the) traditional MNCs that
had a strong foothold in their domestic market before they truly went international. Finally, the
9

speed at which today’s EMCs are going global warrants research to answer some important
questions such as: 1) Why and how did some of these EMCs move from their positions at home
to establish a global presence? 2) What characteristics help these EMCs with a relatively low
level of international experience in developed nations to survive and further succeed in the global
business environment? 3) What strategies and sequence of steps, if any, do these EMCs take to
build stronger businesses to enter overseas markets, specially developed nations? 4) What are the
opportunities and challenges for EMCs entering the global markets and how different are they
from those faced by MNCs originating from Western countries? 5) How does the participation of
companies from emerging nations in the global economy impact the competitive dynamics of the
global business market?

Purpose of this Study
In summary, it appears that most internationalization theories discussed in the first section of the
literature review focus on explaining the internationalizing behavior of manufacturing firms from
developed countries that expand internationally on a gradual basis from psychologically close to
psychologically more distant countries. Established global strategy theories have been founded in
environments where executives have discretion in decision making, resource allocations, and
choosing markets and strategies. These theories emphasized the role of established institutions in
shaping the strategic moves companies made in global markets. They have also highlighted the
importance of intellectual capital in mapping global strategies. Each of the theories discussed
was developed within a specific environmental context and does an adequate job to explain a
fairly specific set of observed firm behaviors. Each, within its context, may be fairly adequate at
10

explaining those behaviors. However, the prominence of emerging economies has challenged our
assumptions about the nature of global competition and corresponding strategy. The discussion
about the foreign expansion of EMCs highlights that times have changed and the incumbent
MNCs (studied earlier) constantly face threats from the emerging giants. As the context changes,
so has the ability of the prior internationalization theories to explain behaviors observed in this
global economy, diminished considerably.
Although emerging economies vary in their structures, they are dominated by poorly
developed institutions, dated management systems, and mixed public policies. These differences
require a different framework for understanding the challenges EMCs face as they expand their
operations in foreign nations, specifically developed nations. In order to ascertain the direction
that new foreign expansion theories will have to go, it is necessary to identify and understand the
nature of the contextual changes that have stimulated or even forced firms to change market
approaches. Hence, we propose to discuss the significance of using institutional theory as a lens
to examine the EMCs expansion to developed nations.
A few studies in international business research have regarded institutions as part of the
country level environment by emphasizing the effects of local isomorphism (Rosenberg, 1976),
foreignness (Zaheer, 1995), and institutional distance (Kostova, 1997) on firm survival and
success. The previous literature has highlighted the fact that firms in emerging economies are
embedded in their institutional environments (Sim & Pandian, 2003; Yiu, Lau, & Bruton, 2007).
However, the impact of the home country institutional environment and thereof the institutional
distance from the host country has not been addressed in traditional internationalization theories
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(Dunning, 2006). Further, firms' responses to different institutional pressures have not been
studied systematically - a gap we seek to fill through this dissertation.
In order to bridge this gap in the literature this study uses an inductive approach to
conduct multiple case studies to understand the internationalization strategies of sixteen
companies that originate from two key emerging nations, India and China. This exploratory
approach, supported by computerized content analysis of longitudinal text data, allows us to
observe the significance of specific constructs, begin to detect patterns and regularities in the
behavior of EMCs and compare EMCs originating from various emerging nations.
Methodologically, the dissertation illustrates the usefulness of semantic network analysis tools,
especially centering resonance analysis, in identifying and interpreting the concepts that provide
coherence to set of textual data. Further, this study aims to suggest that foreign expansion of
EMCs is based on both the EMCs’ ability to acquire resources and absorb them to build their
own advantage, and its ability to find some market niches untapped by traditional MNCs. This
analysis of EMCs then enables us to identify some anchors for theory building that can be tested
in the future with larger number of EMCs.
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CHAPTER 3
RESEARCH METHODOLOGY

Study Design
The most important condition for choosing a research strategy is to select a set of methods that
fit the type of research question being asked. In general, research questions that focus on process,
that address how decisions are made, that ask ‘‘how’’ and ‘‘why’’ questions, often favor the use
of case studies, experiments or histories (Yin, 1984, p. 19). “A case study is an empirical inquiry
that investigates a contemporary phenomenon within its real-life context; when the boundaries
between phenomenon and context are not clearly evident; and in which multiple sources of
evidence are used’’(Yin, 1984, p. 23). The case-based research strategy focuses on understanding
the dynamics present within single settings (Eisenhardt, 1989, p. 534). It goes beyond narrative
description since it represents an in-depth investigation of some event or a series of events within
the context of the case study (Mitchell, 1983). Through this method the researcher can study the
phenomenon in a holistic setting and is able to answer the "how" and "why" questions, similar to
the ones outlined earlier in this dissertation. Absence of consistent data sources in the emerging
economies makes it difficult to compile any huge data sets to study the EMCs’
internationalization behavior. Hence, researchers have called for using case-based research
strategy to study EMCs, as this methodology is useful in advancing more complete and
consistent knowledge about the holistic and dynamic phenomena of organizational evolution (Li,
2003). Based on this rationale, we decided to use case-based research method for an in-depth
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understanding of an evolving phenomenon like the foreign expansion of EMCs to developed
nations, of which few previous studies have been conducted.
Using multiple-case studies design allows the researcher to explore the phenomena under
study through the use of a replication strategy. Yin (1994) compared the use of the replication
strategy to conducting a number of separate experiments on related topics. Replication is carried
out in two stages--a literal replication stage, in which cases are selected (as far as possible) to
obtain similar results, and a theoretical replication stage, in which cases are selected to explore
and confirm or disprove the patterns identified in the initial cases. According to this model, if all
or most of the cases provide similar results, there can be substantial support for the development
of a preliminary theory that describes the phenomena (Eisenhardt, 1989). Hence, for the purpose
of this dissertation, we use multiple-case studies design that can provide rich information for
understanding the dynamics of the strategies used by different EMCs and their external
environments.
Case study research is frequently criticized as not generalizable as lacking external
validity. Case studies do not lend themselves to generalization through statistical inference.
However, they do allow extrapolation based on the validity of the analysis, that is, based on the
degree to which rigorous methods are applied in a transparent manner within the context of a
logical and persuasive schema drawn from the literature or theory (Mitchell, 1983). Case studies
can be generalized when the test of external validity is based on the logic or persuasiveness of
the theoretical schema used to understand the empirical data (Mitchell, 1983). Whether the
explanations fit the facts, and whether alternative explanations are more plausible or less
plausible than the current interpretation, are among the questions to ask when evaluating the
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validity of a case study (Stoecker, 1991). Yin (1994) in particular refuted the criticism regarding
the external validity of case studies by presenting a well constructed explanation of the
difference between analytic generalization and statistical generalization: ‘‘In analytic
generalization, previously developed theory is used as a template against which to compare the
empirical results of the case study’’ (Yin, 1984). For the purpose of this study, we use the
internationalization theories identified in the literature as a template to compare the empirical
findings of the multiple case studies analyzed here. Based on our analysis we refute the
application of the prior theories to the EMCs’ foreign expansion to developed nations and further
provide anchors for new theory building. In order to facilitate this process, we use Crawdad, a
tool that incorporates computerized content analysis and enables a general quantitative analysis
of large sets of text data. The end result of such an analysis provides insights that assist in
proving or refuting the results of the old theories and further building a new theory that is very
rich in detail.

Research Setting
Yin (1994) suggested a number of research settings where the case study model is applicable.
Among these were settings where the research objectives were: (a) to describe the real-life
context in which the intervention has occurred; (b) to describe the intervention itself; and (c) to
explore those situations in which the intervention being evaluated has no clear set of outcomes.
Foreign expansion of EMCs involves all three of the above categories. The growth of FDI from
emerging economies has been remarkable, from a negligible amount in the 1960s to about 17%
of world outward FDI flows in 2005 (UNCTAD, 2006). Emerging economies, such as Brazil,
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Russia, India and China have adopted outward FDI-oriented development strategies. This growth
of outward FDI from emerging economies is facilitated by the liberalization of government
policies and the relaxation of regulations on offshore investment. For instance, in India, since the
late 1990s, improvements in the regulatory framework have played an important role in the
increase in Indian investment abroad. Since 2000, Indian companies have been able to make
overseas investments by market purchases of foreign exchange without prior approval of the
Reserve Bank of India and investments in joint ventures or wholly owned subsidiaries abroad by
way of share swaps are permitted (UNCTAD, 2006). Similarly, in 1999 the Chinese government
launched its 'Go Global' policy, encouraging high-performing Chinese firms to invest abroad to
further enhance their competitiveness. The heterogeneity of the institutional quality of emerging
economies magnifies the challenges to understand the foreign expansion motives and trajectories
of these EMCs which are simultaneously emerging from various nations. Hence, in order to
completely understand this phenomenon, it is essential that one studies it across multiple
progressive emerging nations.
In order to empirically test the aforementioned phenomenon of EMCs’ foreign expansion,
we conduct an in-depth analysis of sixteen EMCs equally representing seven industries from the
two largest emerging nations, China and India. We used the following criteria to select the EMCs
in our sample: 1) The companies are publicly traded on either the Indian or Chinese stock
markets; 2) The EMC is at least 15 years or older; 3) In order to facilitate industry comparison in
our sample there are at least two companies in each industry that originated from the same
nation, namely, China or India, and are expanding into the U.S. market; 4) Each EMC had
significant popular trade press coverage describing them as successful companies in their
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respective industry and nation. Table 1 provides a list of names of these companies, their country
of origin and the industry they represent. In order to facilitate comparison, we propose to study
their foreign expansion strategies into a single host nation, namely the U.S., which is
representative of other developed nations in the global marketplace. According to Gomez-Mejia
and Palich (1997), both China and India belong to different cultural clusters from the U.S.
Therefore, it is clear that psychic distance is not the determining factor for investment
destinations for these companies.
As Patton (2002) pointed out, the power of purposive sampling lies in selecting
information-rich cases for in-depth study. Because these sixteen EMCs are the leaders in their
respective domestic markets and are also the forerunners of internationalization in the
manufacturing and service industry, it is believed that analyzing the strategies of these sixteen
firms will help us to understand the emergence of EMCs in the global market.
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Table 1: List of EMCs for Case-Studies
Name of EMC

Country
of Origin
India

1

Wipro Technologies

2

Satyam Computer Services

India

3

Infosys Technologies

India

4

India

5

TATA Consultancy Services
Ltd.
Dr. Reddys Laboratory

6

Industry
IT services/ business process
outsourcing
IT services/ business process
outsourcing
IT services/ business process
outsourcing

Number of
Text Files
2272
435
4944

1103

India

IT services/ business process
outsourcing
Pharmaceuticals

Ranbaxy Pharmaceuticals

India

Pharmaceuticals

3315

7

Mahindra & Mahindra Limited

India

Automotive Equipment

587

8

Tata Motors

India

Automotive Equipment

4470

9

Lenovo Group Limited

China

2343

512

1236

10 Founder Technology

China

11 Hisense

China

Computers and IT
Components
Computers and IT
Components
Consumer Electronics

12 Konka Group Company
Limited
13 Haier Group

China

Consumer Electronics

China

Home Appliances

1015

14 Gree Electric Appliances

China

Home Appliances

151

15 Huawei Technologies Company

China

16 ZTE Corporation

China

Telecommunication
Equipment
Telecommunication
Equipment
N=7

N = 16

N=2
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735
1258

3253
997
N= 28626

Data Source
Since the research question of this dissertation includes a longitudinal element, and due to its
exploratory nature, an in-depth historical case analysis can provide insightful approaches to the
study (Eisenhardt, 1989; Yin, 2002). In order to capture the holistic view of the company, we use
two sets of data: 1) published documents which include company-generated reports (10-ks,
announcements and SEC filings), books and other published reports and cases about the
company; 2) journalistic coverage - in the form of news articles, company documents (news
releases), industry trends and company and industry related policy information. Using these
multiple sources of data served as important supplementary sources for understanding events and
the phenomenon, and as a means of gaining additional perspectives on key issues (Miles &
Huberman, 1994). The triangulation approach provides substantial insight to answer the research
questions outlined in the early part of the dissertation (Eisenhardt, 1989; Patton, 2002).
In order to collect this information we used “Google News Archive” feature as it extracts
news information from various sources used in emerging nations and the U.S. The decision to
use the Google interface was driven by lack of availability of historical data for these EMCs
through the LexisNexis database, which is generally used in similar study designs. The ability of
the “Google News Archive” function to provide information based on the timeline of the event,
translate where possible, and consistently generate comprehensive results every time the query is
generated, justifies the reliability of using data generated through this source. While selecting
data for analysis we used a timeline from 1950 to 2008, thus encompassing 59 years of data
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resulting in a total of 28,6261 articles. Table 1 lists the number of articles gathered for each
company.
We followed a pre-determined set of rules derived with the help of two students and the
author of this dissertation to ensure that only reliable and relevant articles were included in the
analysis. We pilot tested these rules with 100 articles for two companies. Inter-rater reliability
was good, with Cohen’s (1960) kappa varying between 0.67 and 0.95 between raters (Fleiss,
1981). We met to resolve differences and altered the rules to be favored by at least two authors.
The key rules that guided the selection of the articles are as follows: 1) All articles that discuss
the EMC, its industry or any policy information that are captured through the keyword (name of
the company and its parent when applicable) were included; 2) If the article had information
about companies which may seem related, for example, competitors or owned by a business
group then the article was included; 3) For the “date” variable we used the date on which the
article was reported not the default date as picked by Google; 4) Various paths of links found at
the bottom of the stories (article under consideration) were followed to ensure that all possible
articles were identified and complete information was being tracked; 5) In selecting stories we
erred on the side of inclusion for example, even though it was not known whether particular
national policy change information was impacting the company at a given time it was still
included in the analysis, if it had any implications for the EMC’s industry. We then performed a
computerized content analysis of all the articles2.
1

Some of these articles appear in the bibliography; the complete list is available from the author of this dissertation.

2

Published document such as Books and reports were excluded from the formal analysis, largely due to lack of
access to electronic versions; however, several of each inform subsequent interpretation of the formal analysis and is
incorporated in the discussion section of this dissertation.
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Content Analysis and Centering Resonance Analysis (CRA)
Quantitative text analysis, also often referred to as content analysis (Neuendorf, 2002), is "a research
method that uses a set of procedures to make valid inferences from text" (Weber, 1990:9).Content

analysis, or quantitative text analysis, is an empirically grounded method that is exploratory in
process and predictive or inferential in intent (Krippendorff, 2004; Neuendorf, 2002). Such
methods are particularly useful for “making replicable and valid inferences from texts to the
contexts of their use,” (Krippendorff, 2004, p. 18), thus pointing to underlying patterns of
meaning that connect texts.
Communication networks “serve as a mechanism that exposes people, groups, and
organizations to information, attitudinal messages, and the behavior of others” (Monge &
Contractor, 2003, p 465). Similarly, network analysis maps the relations between actors and/or
concepts, thus facilitating interpretation based on concepts’ positions in the network (Weller &
Romney, 1990). Social networks may connect people, organizations, or machines (Fuller & Tian,
2006; Hardy, Lawrence, & Grant, 2005; Sharir & Lerner, 2006) whereas semantic networks
connect concepts, themes, and words. Semantic network analysis, which is used in the social
sciences to derive themes from a large corpus of documents, is often used to study media
coverage and framing (see Koenig, 2004, for an overview).
Of the available quantitative text analysis tools, computations based on Centering
Resonance Analysis (CRA) are particularly useful for the purpose of this dissertation. CRA is a
bundle of techniques which transforms the structure of naturally occurring text (such as articles,
company documents, reports) into a semantic network (Corman, Kuhn, McPhee, & Dooley,
2002). CRA assumes that competent authors or speakers generate utterances that are locally
coherent by focusing their statements on conversational centers that is noun phrases constituting
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the subjects and objects of utterances (Lecoeuche, Robertson, Barry, & Mellish, 2000). It
combines three approaches to content analysis: thematic, semantic, and network (Popping, 2000;
Roberts, 1997). Thematic association measures the frequency or occurrences of certain themes in
text blocks. Semantic analysis encodes the relations among concepts using a semantic grammar
that indicates directionality, strength, sign, and meaning, all of which aid interpretation (Carley,
1997; Roberts, 1997). Hence, for the purpose of this dissertation we use CRA-based semantic
network analysis, a sophisticated form of quantitative text analysis that uses natural language
processing to identify significant patterns of meaning organized around central concepts,
relationships and structure which is built on specific words (to which the maps are linked)
(Doerfel & Barnett, 1999).
CRA identifies the noun phrases that provide coherence by representing the phrases as
nodes in a network with ties indicating discursive connections between words. CRA assumes that
some words have more influence than others, and these are not necessarily the most frequent
ones. Instead, words are important to the extent they link other words, so that if an important
(i.e., central) word were to disappear, the meaning of a sentence would disintegrate because its
other elements would no longer be associated. Therefore, CRA uses “betweeness centrality”3
(Anthonisse, 1971; Freeman, 1979) as a measure to quantify the influence of particular words or
word pairs in creating coherence within a text (Burt, 1992; Degenne & Forse, 1999). Words with
high betweenness, and thus influence, add coherence to the text by connecting stings of words
that otherwise would not be connected.

3

Measures of betweeness centrality identify nodes that bridge structural holes in sparse networks and so are central
in connecting nodes or clusters of nodes (Scott, 2000). In the case of a semantic network, nodes with high
betweeness centrality are thus critical in creating coherence.
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Most other approaches to text analysis are based on word frequency: the more frequently
a word occurs, it is assumed, the more important it must be. At a basic level, this is true.
However, such analysis based on word frequency ignores the fact that relatively unimportant
words can occur often, and a very important word may only occur once. CRA overcomes this
shortcoming by estimating a word’s influence, as opposed to its frequency. Word “influence”
takes into account the position of a node in the entire network rather than just its local
connection. Influential words connect concepts that would otherwise be disconnected. This
measure of influence is possible because CRA represents the nodes as a network of
interconnected words.
CRA’s attention to center-related words within texts enables to represent the essential
content of messages. McPhee, Corman, and Dooley (2002) compared the approach to “a field of
meaningful relations” in which words are not interpreted singly but rather “relative to their place
in the overall network of relations among the most influential terms” (McPhee, Corman, &
Dooley, 2002, p. 278). Interpretation always depends on context, on “looking for patterns of
variables”; the process “obliges us to assimilate as much as possible of the totality of the text to
guard against selectivity, and to maintain a sense of proportion” (Hogenraad, McKenzie, &
Péladeau, 2003, p. 223).
Although CRA’s holistic approach differs from the reductionist approach of traditional
content analysis, measures of its validity and reliability are sound. Studies have demonstrated the
technique’s face validity and representational validity, affirming the capacity of the generated
networks to represent concepts in the same way human readers do (Corman, Kuhn, McPhee, &
Dooley, 2002; McPhee, Corman, & Dooley, 2002; Murphy, 2009). Corman et al. (2002) reported
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three tests of Crawdad’s validity that show a non-significant correlation between Crawdad’s
associations and those of any single rater, but a highly significant correlation between Crawdad’s
associations and the patterns aggregated across individual raters. They commented that “The
results suggest that CRA captures an emergent property of text that is not reducible to a single
individual’s reading. Instead, CRA’s representation may be similar to how readers in the
aggregate attribute coherence to discourse” (Corman, Kuhn, McPhee, & Dooley, 2002, p. 188).
As for reliability, semantic network analysis resembles any other quantitative method. The
algorithms do not change and therefore always produce the identical output when the same
documents are entered (Murphy, 2009; Hill, Kothari, & Shea, 2009). Like any other quantitative
approach, the output requires human interpretation that may vary even though the quantitative
findings remain the same.
Thus, CRA possesses distinct advantages over other text analysis approaches because it
guarantees semantic networks that are independent of training sets such that CRA based
computing uses standard language processing rules which can be applied to any give text. The
CRA generated semantic networks are highly transportable which helps to perform secondary
analyses on them. CRA networks can be computed for single texts, or parts of texts. The
semantic network changes when new utterances occur, thereby adding or rearranging the nodes
and links. Thus, CRA accommodates the emergence of new terms or shifts in relationships
among existing words and concepts, making this approach particularly useful for studying
knowledge development and other forms of innovation (Corman, Kuhn, McPhee, & Dooley,
2002). Finally, relative to other representational techniques, CRA is structurally sensitive in that
it accounts for all likely chains of association among the words that make texts and conversations
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coherent. This makes the technique more sensitive to complex association in the text than
statistical methods based on word frequency or local co-occurrence.

Crawdad
CRA as analyzed with ‘Crawdad’, is a semantic network analysis tool that identifies the noun
phrases that provide coherence in a particular text or set of texts and provides a distilled graphic
representation of the ideas in the underlying text (Corman & Dooley, 2005; Corman, Kuhn,
McPhee, & Dooley, 2002). Hence, we use ‘Crawdad’, a computer software program based on the
grounded theory techniques of Strauss and Corbin (1990). Bengston & Fan (2001) reported
correlations between human and software-based rating methods that range from 80% to 100%,
suggesting that a computer content analysis is to achieve at least an 80 percent accuracy rate
when compared with human coding (Bengston, Fan, and Celarier 1999). Thus, justifying the use
of computer assisted coding as done by Crawdad. Furthermore, of importance to this study is
Crawdad’s automated coding that reduces potential coder bias or filtering, while allowing for
contextual interpretation of the results.
Crawdad uses “natural language processing to parse text and proprietary rules to form
connections between words. This stands in sharp contrast to the conventional text mining model,
where a text is represented as a vector of words with accompanying word frequencies.”
(Crawdad Technologies, 2004). Because the amount of information contained in a network is
vastly larger than the amount of information contained in a vector, subsequent metrics such as
influence and metrics capture the essence of the text’s content. Crawdad generated CRA
Networks also provide explicit information about influential word pairs, specifically, two words
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that co-occur within noun phrases and are influential (Corman & Dooley, 2005; Crawdad
Technologies, 2004).
CRA networks generated by Crawdad are useful for wide variety of tasks. First,
visualization of the CRA network of the text provides a summary of the underlying text. With
Crawdad it is possible to “read” CRA networks and get a good, though necessarily compressed,
sense of the content of the original text. Second, the matrix of betweeness centrality scores can
also be used for further analyses such as factor analysis to group words into major themes in the
texts (Murphy, 2009), and clustering to group texts that use the same words in similar ways. This
is where the second concept of centering resonance analysis comes in: “resonance4.” As
described by Corman et al. (2002), “The more two texts frequently use the same words in
influential positions, the more word resonance they have. The more word resonance they have,
the more the communicators used the same words, and the more those words were prominent in
structuring the text’s coherence” (Corman, Kuhn, McPhee, & Dooley, 2002, p. 178). In other
words, the higher the resonance between texts measured by comparing the centrality scores of
shared words—the more those texts show similar thought patterns. In the case of the content
analysis of the EMCs, resonance would show the extent to which EMCs share or differ in their
concepts or strategies. As elaborated in the results section, by identifying similarities and
differences between EMCs we can compare them across industries and across nations, thus
enabling implementation of the ‘replication stage’ of the case-based research method.

4

CRA produces a measure of resonance, which quantifies the similarity between two CRA networks. The resonance
file contains a similarity matrix, in which each cell (I,J) represents the resonance between two CRA networks I and
J. The resonance file (.rsn) is a tab delimited text file that can be opened by numerous applications including
Microsoft Excel and many statistical applications. Resonance metrics is a similarity matrix, so it may be used in
secondary analyses such as multidimensional scaling or other types of clustering.
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Furthermore, given a set of objects a number of useful spatial modeling techniques can be
applied to help organize the objects, highlighting important similarities and differences between
them. In the following section we elaborate on the CRA analyses conducted on the content of
sixteen EMCs.

Data Preparation and Processing
The data preparation consisted of three steps: 1) identifying the files to be analyzed, 2) extracting
the text, and 3) pre-processing. This section provides a brief description of the execution of the
three steps for this study.
The sequence in which the articles occurred is critical to analysis in this study; hence, the
articles were extracted using a ‘timeline’ as identified by the Google search engine. Patterns in
sequences imply underlying dynamics, and dynamics are important to understand because
different ways of organizing and behaving lead to different dynamical patterns. The examination
of these patterns can indicate the nature of the underlying, fundamental generative mechanisms
that recreate organizational system on an on-going basis (Dooley & Van de Ven, 1999).
Before incorporating the content into Crawdad we used a set of pre-processing rules to
facilitate the analysis. For instant, we Substitute every instance of “United States” or “USA” or
“U.S.” with “US” in order to ensure that each of these words refer to the same word United
States. Another such example is the use of word “it” to substitute for every instance of “IT”,
“Information Technology”, “Info Technology”, “information technology.” These pre-processing
rules were used consistently across all the sixteen EMCs in order to facilitate the comparison of
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these EMCs. It must be noted that none of the word substitutions involve replacing words with a
similar meaning, thus retaining the integrity of the text.
Finally, in order to extract themes, each separate file - for each set of documents grouped
by sequential ‘text of complete company information coverage’ (16 files) and for sequential
‘headlines of company information coverage’ (16 files) - was put through network analysis
according to the principles of centering resonance analysis described above. This process yielded
32 network maps, one for each document set, in which the most influential words were colocated in the same space, indicating the relationships between them. Due to the computing
limitations to process large file sizes of some EMCs it was impossible to conduct further
analysis, like cluster analysis and factor analysis on CRA networks of ‘text of complete company
information coverage’. Hence, in order to ensure consistency in the unit of analysis, in the
Results and Analysis (Chapter 4) we report the results based on the Crawdad analysis of the
CRA networks of ‘headlines of company information coverage.’ It is suggested that headlines
encapsulate not only the content but the orientation, the perspective that the readers should bring
to their understanding of the article (Krippendorff, 2004); hence, we use the headlines for our
computer assisted content analysis. However, in order to extract complete information about
EMCs and to facilitate appropriate interpretation of the data, the discussion (Chapter 5) of this
dissertation encompasses complete texts that discuss the information about the company,
including the content from the documents that were available in non .txt formats.
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CHAPTER 4
RESULTS AND ANALYSIS
In this section, we report on the patterns of meaning identified through centering resonance
analysis and the organization of themes for sixteen EMCs located in the 28,626 articles during
the 59-year period under study. Together, the patterns and themes in the semantic networks show
how the foreign expansion process of EMCs is beginning to cohere around certain strategies and
approaches. We then further interpret and elaborate on these by “clicking through” to and
discussing the actual text underlying the CRA-identified patterns. Furthermore, we conduct a
cluster analysis which facilitates comparisons of these EMCs across industries and nations.
Finally, to understand the consolidation of themes and their significance we provide the results
of a Word Analysis and Factor Analysis of the CRA networks of the sixteen EMCs.

Semantic Networks
The semantic network maps generated from the CRA files provide patterns and themes for the
sixteen EMCs. Figures 1 to 16 depict the semantic networks for sixteen EMC maps – one for
each company - based on headlines of company information coverage. The CRA maps (Figures
1 to 16) highlights the most central concepts and connections embedded in the titles and stories
of all the articles analyzed for the sixteen EMCs.
Each of these networks is derived with an influence cut-off of 0.015. To be especially
comfortable that the words captured create coherence through their influential betweeness, we
chose an influence cutoff of 0.015 for inclusion. This is more restrictive than the 0.01 cutoff
considered the minimum for statistical significance (Crawdad Technologies, 2004). This means
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that words that have influence values greater than 0.015 are included in the network. While all of
the words and relationships illustrated meet this test of significance (cutoff of 0.015), ellipse
colors, line weights and pairings all contribute to the interpretation of the diagram. (Eisenhardt,
1989; Yin, 2002). The words with “red ellipses” have a high influence limit of ≥ 0.10, those with
values between 0.05 and 0.10 will be represented in “yellow ellipses”, and those between 0.05
and 0.015 have no border. Similarly, the black lines indicate at least three co-occurrences of
word (or concept) pairs; the lighter lines indicate less frequent co-occurrences.
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Figure 01: Semantic Network for Wipro Technologies
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Figure 02: Semantic Network for Satyam Computer Services
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Figure 03: Semantic Network for Infosys Technologies
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Figure 04: Semantic Network for TATA Consultancy Services Ltd.
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Figure 05: Semantic Network for Dr. Reddys Laboratory
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Figure 06: Semantic Network for Ranbaxy Pharmaceuticals
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Figure 07: Semantic Network for Mahindra & Mahindra Limited
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Figure 08: Semantic Network for Tata Motors
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Figure 09: Semantic Network for Lenovo Group Limited
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Figure 10: Semantic Network for Founder Technology
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Figure 11: Semantic Network for Hisense
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Figure 12: Semantic Network for Konka Group Company Limited
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Figure 13: Semantic Network for Haier Group
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Figure 14: Semantic Network for Gree Electric Appliances
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Figure 15: Semantic Network for Huawei Technologies Company
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Figure 16: Semantic Network for ZTE Corporation
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Table 2 provides a summary statistics for each of these networks. Nodes list the number
of nodes that are present in the CRA network. Density5 gives the proportion of links that exist in
the CRA network, divided by the number of links that could possibly exist in a network of that
size. Density is an indicator of how highly connected the network is. The third statistic is group
influence which indicates how centralized the entire CRA network is. The CRA networks with
high group influence scores indicate highly coherent, focused text. CRA networks with lower
group influence scores indicate text that is not as focused or coherent, which tends to be true of
texts that are more casual or conversational in nature. The group influence in Table 2 ranges
from .22 to .46 which is much lower than the maximum possible value of 1. This indicates that
most of our networks are not as focused and that they depict various conversations embedded
within the text. This reinforces the fact that our texts incorporate all the conversations that are
focused around the EMC and do not distinguish the information around a particular event. This
finding is in line with the exploratory nature of the study design which aims to capture the
various events and their effects that unfold during the longitudinal period of 59 years of study.

5

Both the density and the group influence scores are normalized measures that have minimum values of 0 and
maximum values of 1.
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Table 2: Summary Statistics for CRA Networks
Name of EMC
1

Wipro Technologies

2

Satyam Computer Services

3

Number
of nodes

Density

Group Influence

2828

0.003

0.457

682

0.006

0.459

Infosys Technologies

3359

0.003

0.316

4

TATA Consultancy Services Ltd.

1478

0.006

0.260

5

Dr. Reddys Laboratory

1911

0.004

0.425

6

Ranbaxy Pharmaceuticals

3322

0.003

0.448

7

Mahindra & Mahindra Limited

1251

0.004

0.358

8

Tata Motors

3499

0.002

0.367

9

Lenovo Group Limited

3016

0.003

0.373

10

Founder Technology

1108

0.006

0.318

11

Hisense

1857

0.004

0.220

12

Konka Group Company Limited

783

0.009

0.309

13

Haier Group

1674

0.004

0.383

14

Gree Electric Appliances

153

0.035

0.467

15

Huawei Technologies Company

3764

0.003

0.274

16

ZTE Corporation

1750

0.005

0.363
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In order to compare the various networks one must consider all the nodes, density and
influence scores, to draw any conclusions. For example, the CRA network of TATA Consultancy
Services Ltd. (Figure 04) has 1478 nodes (words - each a linguistically meaningful nouns or
noun phrases) and is fairly sparse, with a density of only 0.006, whereas the CRA network of
Wipro Technologies (Figure 01) has 2828 nodes and is fairly coherent, with a group influence
score of 0.457. A sparse network like that of TATA Consultancy Services Ltd. is full of
structural holes6, making nodes (words) with high betweeness centrality much more influential in
creating coherence and conveying meaning (Corman & Dooley, 2005). It is interesting to note
that although the map of Gree Electric Appliances (Figure 14) has only 153 nodes the network is
focused with a group influence score of 0.467 because of having the least number of articles in
the set.
Because meaning so often depends on comparison and connection, the relationships
between words illustrated by these connecting lines are especially important for capturing the
patterns of meaning in the articles relating to the EMCs. However, it is important to note that the
map typically only shows a small proportion of the nodes in the entire CRA network. For
instance, the CRA network of Mahindra & Mahindra (Figure 07) shows the word “formulation”
is unattached to the other words in the network. This does not mean it is sitting alone, but rather
the words attached to it did not have influence values large enough in magnitude to be included
in the graph. Thus, while “formulation” was influential, it was not connected to other influential

6

There can be many kinds of ties between the nodes. Burt's (1992) theory of structural holes the idea that actors (be
they people, organizations, markets or concepts) are in a better position to profit from their interactions and
transactions with others if they are connected to others who are not themselves connected or well organized. The
connections to others provide opportunities; the lack of connections among those others are the structural holes in a
network.
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concepts in the text. Hence, it is likely that the nodes shown in the map have additional
connections to words in the CRA network that are not shown on the map.
Although, the semantic networks provide an in-depth understanding of the conversations
in the text of the individual EMCs, their ability to make any comparisons or consolidations
across EMCs text is limited. Hence, they are further used as jumping off points for the next
round of research as shown in the following sections of this chapter.

Cluster Analysis
In order to understand the similarities and differences between the various EMCs we conducted a
cluster analysis of the sixteen CRA networks based on resonance, a measure of similarity. This is
a mathematical procedure (enabled by Crawdad Classifier function) that examines all of the pairwise similarity measures and then determines clusters of files that are similar. The cluster
analysis showed which EMCs’ information coverage items grouped together based on: a) normal
sensitivity level (appropriate for very diverse sets of texts), a measure of resonance (similarity)
based on co-occurring words; b) inverse document frequency weighting to the resonance values,
such that it makes the resonance measure more sensitive to words that occur in only a few
documents (Dooley & Corman, 2002, 2004) c) the Auto N option, a non-restrictive option, in
which the number of clusters are not pre-determined. Based on these criteria, Crawdad provided
an optimal clustering solution which has the highest average within-cluster resonance score and
lists the clusters, their members, and the titles of the CRA networks.
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Table 3: Cluster Solution for EMCs
Cluster Information
Cluster 1
Hisense
Lenovo Group Limited
Cluster 2
Dr. Reddys Laboratory
Ranbaxy Pharmaceuticals
Cluster 3
Huawei Technologies Company
ZTE Corporation
Cluster 4
Wipro Technologies
Satyam Computer Services
Infosys Technologies
TATA Consultancy Services Ltd.
Mahindra & Mahindra Limited
Tata Motors
Cluster 5
Founder Technology
Konka Group Company Limited
Haier Group
Gree Electric Appliances

Resonance
0.30210

0.145992

0.133577

0.078812

0.042684

As shown in Table 3, the best cluster solution has five clusters with an average cluster
size of 3.20. The average within-cluster resonance of those five clusters is 0.14, meaning that on
average the files in those clusters are 14 percent similar to one another. In other words, the
strongest cluster with highest average resonance score of 0.30 is Cluster 1, containing two
Chinese EMCs, Lenovo and Hisense. This means that 30% of conversations in these two
companies are similar. Cluster 2 represents the industry clusters for Indian pharmaceuticals
EMCs, Dr. Reddys Laboratory and Ranbaxy Pharmaceuticals and Cluster 3 represents Chinese
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Telecommunication equipment EMCs, Huawei Technologies Company and ZTE Corporation.
Cluster 4 represents the Indian EMCs from IT services (Wipro Technologies, Satyam Computer
Services, Infosys Technologies and TATA Consultancy Services Ltd.) and Automotive
Equipment (Mahindra & Mahindra Limited and Tata Motors). Finally, Cluster 5 represents
Chinese Home Appliance Industry (Haier Group and Gree Electric Appliances) and two other
Chinese EMCs (Konka Group Company Limited and Founder Technology).
These clusters suggest that the Indian and Chinese EMCs are significantly different from
each other. In the case of Indian EMCs the companies from the pharmaceutical industries are
similar to each other, as compared to the EMCs in other industries like IT services and
automotive equipment EMCs. However, the Chinese EMCs tend to differ even from their
counterparts, both those within and outside their own industries. Since the within-cluster
resonance7 among the clusters in this solution is below 0.40, it suggests that a very small
correlation exists.
We also observed four (0.13), three (0.14) and two (0.07) cluster solutions that had an
average within-cluster resonance score relatively similar to that of the optimal solution (0.14)
provided by Crawdad. The two cluster solution divided the Indian and Chinese firms into two
distinct clusters. A comparison between the Chinese and Indian firms could provide some
interesting insights for this dissertation; hence, we conducted a comparison of the cumulative
CRA networks of Indian and Chinese firms. Figures 17 and 18 show the unique word pairs found
in the CRA networks of the two sets of EMCs, Indian and Chinese.
7

The resonance score shows the average within-cluster resonance. Larger values are more desirable. The score
ranges between 0 and 1 and can be thought of as a similarity measure. As resonance is a form of vector correlation,
one can judge the size of the resonance value in much the same way one would a correlation value, i.e. 0.2-0.4 is
small, 0.4-0.6 is moderate, 0.6-0.8 is strong, and above 0.8 is very strong (Crawdad Technologies, 2004).
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Figure 17: Unique Word Pairs for Indian EMCs

Figure 18: Unique Word Pairs for Chinese EMCs

The word pairs highlight the significance of certain EMCs in the dataset. For example, in
the case of Indian firms the discussion is dominated by the four EMC’s: Wipro, Infosys,
Ranbaxy, and TATA motors. Another highlight is the linkage between FDA approvals and
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Ranbaxy Labs, which reflected the various discussions about the drug approvals applied for or
received by the company. In the case of the Chinese network, the word pairs reflected two sets
of discussions, one regarding the major manufacturers (makers) of PCs (Lenovo), home
appliances (Haier), and telecommunication equipments (ZTE), and the other discussion about
Huawei technologies. This finding reconfirms the divide seen in the 5 cluster solution discussed
above in which the Chinese companies seem to form different clusters of their own.

Word Influence Analysis
In order to combine insights from the various maps that were generated to understand the EMCs
foreign expansion, we created a matrix (by using the Sequencer function in Crawdad) of the key
words that contribute to our overall understanding of the conversations in the articles. The matrix
is based on the influence value of a particular word in a particular text. The analysis considers
the most influential words that appeared in at least half of the documents, thus ignoring rare
words. It must be noted that in order to understand the words’ context, we examined the texts
themselves.
As shown in Figure 19, we plot the words in the matrix based on their median influence
values. These words provide an understanding of the key discussion in the texts. For example, as
suggested in the chart the word “China” dominates the overall discussions of EMCs. A further
reading of the texts from which this word originated suggests that China is the topic of
discussion in various contexts, sometimes as a great destination with low labor costs for MNCs
or sometimes information regarding move of Indian (IT service) EMCs to China in search of
new markers.
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Figure 19: Chart of Word Influence Values
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In addition, a lot of discussion highlights China as a fast-growing country and emphasizes
the evolution of various industries in China. The word “global” appears in discussions of both,
manufacturing and service firms, suggesting firms’ attempts to go global. The various contexts
which incorporate the word global include global strategy, global product, global market, global
company and the like. Another, highly influential word is U.S.; this finding is in line with the
selection of the sample case-studies, all of which have manufacturing, service or marketing
operations in the United States. Lastly, the occurrence of word “growth” in the various texts
identifies the importance of growing, both domestically and globally for all these firms. The
various contexts in which “growth” appears include global growth, product growth, market
55

growth and the like. It must be noted that this word influence chart depicts only the most
influential 20 words thus, significantly condensing the explanatory power of the set.

Factor Analysis
The network diagrams suggested broad themes in graphic form, the clusters identified the
industry-level and country-level differences, and the word influence chart highlighted the key
words appearing in the texts. Factor analysis provided a more meticulous statistical look at the
texts by identifying the words that contribute to the various themes that emerge out of the text.
Factors, or themes, here are collections of words that have similar patterns of co-variation across
the texts. By grouping into themes the 150 most influential words (those with highest
betweenness centrality in the network analysis of the texts), the factor analysis provides a list of
the common themes found in the conversations across all sixteen CRA networks. We used the
following criteria: 1) the analysis considers the 150 most influential words that appeared in at
least half of the documents, thus ignoring rare words; 2) only factors with eigenvalues of at least
6.0 were considered. This is more conservative than the 4.0 recommended in Dooley and
Corman (2002, 2004); 3) words with loadings below 0.60 were discarded; 4) words that loaded
on more than one factor were also eliminated.
Principal components analysis with a normalized varimax rotation yielded the clearest
solution. As shown in Table 4, nine factors emerged from the analysis, explaining 86% of the
variance. Reliability tests with Cronbach’s alpha ranged from .93 to .98.
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Table 4: Total Variance Explained by Nine Factors
Factor
1
2
3
4
5
6
7
8
9

Eigenvalues

% of Variance

26.935
21.519
17.848
15.754
11.697
11.148
9.239
8.884
6.728

17.957
14.346
11.899
10.502
7.798
7.432
6.159
5.922
4.485

Cumulative Variance
in %
17.957
32.303
44.202
54.704
62.502
69.934
76.094
82.016
86.501

Factor loadings appear in Table 5. The degree to which each of these factors appeared
during the historical analysis of texts, and the relationships between the various themes are
incorporated in the discussion section of the dissertation. The following paragraph briefly
identifies the words and the context that contribute to the explanation of the nine factors.
Factor 1 (alpha = .955) and Factor 2 (alpha = .976) were termed Institutional
Environment – China and Institutional Environment – India respectively. As the titles suggest,
these two factors highlight the variables that describe the institutional environment of these two
emerging nations. For instance, in the institutional environment in “China” is represented by the
“low” labor and material “cost”; China as a “leader” in manufacturing and export of certain
products in “Asia” as well as the “world”; Chinese companies ranked at the “top” in their
industries domestically and globally, changes in the “infrastructure” in China; “decline” in
demand in saturated industries like PCs. On the other hand, Factor 2 highlights the Indian
institutional environment, as shown by variables like the “growth” in the IT service industry of
India has been in double digits in the last decade; the main product discussions revolve around
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“software” and “data” and innovativeness of the IT service companies to create various
“applications” of their software and implement it in different industries; lack of “facilities” in
India and need for “updates”; various “awards” bagged by the EMCs and their leaders; EMCs
using their funds to “buy” “shares” in various companies; emphasis of “tech” related industries
in India.
Factor 3 (alpha = .982) Strategic Partnerships with Developed Country Firms and Factor
8 (alpha = .941) Role of MNCs in Emerging Nations identify another significant theme about the
various strategic partnerships between the EMCs and MNCs or other companies and “vendors”.
Factor 8 implies that these discussions include attempts by MNCs to partner with the EMCs in
India and China for distribution of their products and services in the “Asian market” or their
partnerships for some special “projects”. For example, “Microsoft’s” partnership with Chinese
computer “manufacturers” to pre-install Windows on their computers. In addition, discussions
about international “trade” and “gain” and “fall” in the “percent” share of some companies at
various points in time.
On the other hand, Factor 3 implies that a significant amount of discussion focuses on the
various levels of partnerships (memorandum of understanding, contractual “agreements”, joint
ventures to acquisitions) entered into by EMCs with firms from developed nations. Furthermore,
these discussions also highlight the motives or ”strategy” of EMCs to enter into such partnership
“contracts” or “deals”, and the outcomes of such strategic partnerships. It also highlights some
industries or sectors like “telecom”, “wireless”, “network”, “communication” for manufacturing
“equipment”, “mobile” handsets or for developing a “system” or “platform”.
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Table 5: Factor Loadings for Text Information of Sixteen EMCs over a 59 Year Period
2
3
4
Factor
Word in
1
Name
Factor
1. Institutional Environment - China
briefing
.963
world
.959
infrastructure
.950
top
.938
leader
.933
decline
.931
index
.926
likely
.888
asia
.870
cost
.839
base
.828
china
.683
rise
.661
plan
.645
2. Institutional Environment - India
Satyam
.981
data
.950
fund
.936
tech
.910
application
.853
software
.783
buy
.778
share
.749
growth
.732
update
.726
award
.720
facility
.715
board
.670
low
.647
major
.632
3. Strategic Partnerships with Developed Country Firms
wireless
.959
deal
.932
equipment
.922
telecom
.904
vendor
.903
59

5

6

7

8

9

network
contract
communication
mobile
brief
system
platform
order
project
alliance
agreement
President
Strategy
4. Cash Rich Positions of EMCs
sector
sap
rupees
stake
investment
business
economic
net
unit
venture
nod
bank
5. Product Innovation of EMCs
founder
technology
computer
pc
financial
partnership
digital
development
Beijing
quarter
6. Competitive Advantage in Home Nations
maker
manufacturer
chip

.899
.896
.867
.819
.738
.732
.707
.701
.689
.627
.626
.617
.608
.976
.976
.900
.859
.790
.773
.769
.760
.675
.637
.624
.622
.975
.877
.844
.839
.793
.781
.777
.738
.708
.696
.927
.916
.877
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news
home
group
brand
production
incorporation
7. Competitive Advantage in Developed Nations
year
license
foreign
standard
consumer
product
war
electronics
high
8. Role of MNCs in Emerging Nations
Asian
gain
record
IPO
Microsoft
percent
fall
trade
9. Foreign Expansion Strategy
management
outsourcing
centre
IT
service
solution
job
center
partner
global
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.862
.858
.812
.715
.633
.627
.963
.931
.875
.818
.792
.756
.744
.709
.653
.922
.914
.885
.726
.689
.687
.648
.606
.885
.842
.785
.765
.697
.695
.682
.644
.639
.626

Factor 4 (alpha = .968) Cash Rich Positions of EMCs and Factor 5 (alpha = .957) Product
Innovation of EMCs depict the two key characteristics that form the foundations of the EMCs
success in domestic and global markets. EMCs’ use various ways to enhance their “economic”
position such as resorting to “banks” for funding; “investing” in various profitable industrial
“sectors”; listing on U.S. stock exchanges, acquiring a “stake” in growing firms; starting a new
“business” or “unit” or “venture”; valuation of the “rupee” and its impacts on the performance of
Indian EMCs. The product innovation ability of EMCs is observed in discussions about
“technology”-related innovations; significant “developments” by EMCs in “computer’s”, “PC”
and “digital” products, and various “partnerships” and “financial” investments by EMCs that
enhance their innovations abilities.
Factor 6 (alpha = .974), Competitive Advantage in Home Nations highlights the variables
that contribute to the leading positions of the EMCs in their home grounds. For instance, being a
part of a “group” provides significant advantage to these EMCs in terms of the various tangible
and intangible resources like “brand” recognition available to them. Other significant factors that
have enabled these firms to establish their “brands” include their “production” and
“manufacturing” (maker) abilities or “incorporation” of new services, such as providing
warranties, after sales services and the like, in which the customers in these emerging nations
have limited or no experience.
Factor 7 (alpha = .951) was labeled Competitive Advantage in Developed Nations to
reflect the concept of the EMCs’ key success factors in developed nations. This factor highlights
the importance of “high” technology services and electronics products sold by EMCs in the U.S.
Furthermore, this theme also incorporates the various strategies used by EMCs to know their
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“consumers” and provide differentiating “product” characteristics in order to withstand the
competition from the incumbent firms. A major factor contributing to an EMC’s credibility is its
effort to attain various international “standards” for its “products.” Finally, this factor identifies
the impacts of such external environmental factors as US involvement in a “war” that can impact
EMCs activities and some “investor” reactions to the same.
Finally, Factor 9 (alpha = .937) Foreign Expansion Strategy summarizes the key
variables for the EMCs to be successful as “global” brands. The importance of product “design”,
“Information technology”, “solutions” and “services”, good “management” and leadership, the
flexibility of “outsourcing” activities to other emerging nations or the home nation, and the
ability to “partner” with key players to continue to leverage their own capabilities would decide
the EMCs’ ability to succeed in, both a developed nation like the U.S. and in their home turfs.

Overview of Empirical Findings
The results outlined in this chapter bring to light some key points. First, the semantic network
analysis helps us outline the key conversations found in each of the EMCs. Second, cluster
analysis helps us identify some striking differences between the Chinese and Indian EMCs, and
further understand the differences between the industries of each of these nations. The word
influence analysis is a good robustness check to confirm the cluster results and to summarize the
key words found in all the semantic networks. Finally, the factor analysis provides some deep
insights into the relationships between the influential words by tying together the various
conversations in these data.
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Thus, the computer-assisted content analysis to external materials like news releases,
published materials about the companies generated nine very interesting themes. But given the
baldness of this statistical account, we elaborate on these themes via the rich qualitative analysis
in Chapter 5. The evolution and relationship between these nine themes (generated by factor
analysis) over the 59-year period, in company information coverage (including all the files), is
the subject of discussion in the next chapter ‘Anchors for Theory Development’. Furthermore,
we develop our propositions based on our understanding of the interrelatedness of these nine
anchors and finally propose a dynamic theory of foreign expansion of EMCs.
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CHAPTER 5
ANCHORS FOR THEORY DEVELOPMENT
One of the strengths of conducting case-based research is its likelihood of generating novel
theory (Yin, 2002). The process of building theory from case studies is strikingly iterative. The
theory is emergent in the sense that it is situated in and developed by recognizing patterns of
relationships among constructs within and across cases and their underlying logical arguments
(Eisenhardt & Graebner, 2007). Besides, as suggested by some international management
authors (Kostova, Roth, & Dacin, 2008), the multinational context provides ample opportunities
for exploratory theory building. Based on the analysis of the influential words, word pairs, and
the themes that emerged through factor analysis, we organize our discussion around some key
anchors (explained later in this chapter), ‘Lick the Dirt - EMCs Competitive Advantage in Home
Nations’; ‘Cash Rich Positions of EMCs’, ‘Strategic Partnerships with Developed Nation Firms’
‘EMCs’ Foreign Expansion to Developed Nations’ and ‘Competitive Advantage in Developed
Nations’. We supplement the understanding of these anchors with examples from the in-depth
analysis of the case studies. The evolution and relationship between the various themes among
sixteen EMCs over the 59-year period of observations form the linkages to the anchors for theory
development in this chapter.

The Institutional Theory Lens
Organizations and organizational routines are affected by the environments in which they exist.
International management scholars have conceptualized and measured country-level effects by
examining characteristics of national environments that, they believe, can discriminate between
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countries and can explain the cross-country variance in organizational behavior (Hofstede, 1980;
Scott, 1995; Kostova, 1997). For the most part, these works have focused on identifying
fundamental discriminating constructs with the central focus being on “culture” (Hofstede, 1980;
Scott, 1995). While acknowledging its significance, we propose here that culture alone might
have some limitations when used to conceptualize national environments and their effects on
organizations.
Institutional theory represents one of the more robust sociological perspectives within
organizational theory (Perrow, 1979). Scott (1987, p. 493), in a seminal review of institutional
theory, advised that "the beginning of wisdom in approaching institutional theory is to recognize
that there is not one but several variants." Institutional environments consist of three main types
of institutions (Scott, 1995, calls them “pillars”): regulatory, cognitive, and normative. The
regulatory component reflects the existing laws and rules in a particular national environment
that promote certain types of behaviors and restrict others. The cognitive component reflects the
cognitive structures and social knowledge shared by the people in a given country. Cognitive
structures affect individual behavior, as they shape to a great extent the cognitive programs,
schemas, frames, and inferential sets, which people use when selecting and interpreting
information. The normative component consists of social norms, values, beliefs, and assumptions
about human nature and human behavior that are socially shared and are carried by individuals.
A country's institutional profile reflects the institutional environment in that country
determined as the set of all relevant institutions that have been established over time, operate in
that country, and get transmitted into organizations through individuals. Kostova (1997)
introduced the concept of a three-dimensional ‘country institutional profile’ to explain how a
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country's government policies (constituting a regulatory dimension), widely shared social
knowledge (a cognitive dimension), and value systems (a normative dimension) affect domestic
business activity. She emphasized that countries' institutional profiles must be measured with
regard to above mentioned specific domains and that institutionalization is not a binary concept
whereby something is simply institutionalized or not. Instead, institutionalization is a matter of
degree, and “depends very much on whether or not an organizational field is forming, stable or in
crisis” (Fligstein, 1997, p. 398).
The evolution of knowledge of a country is path-dependent, that is, each country’s path is
idiosyncratic and is formulated by the various institutional and contextual factors of that country.
A recent discussion in the literature (Kostova, Roth, & Dacin, 2008) propagated that in order to
apply institutional theory to a multinational corporation context, it is essential to broaden this
theoretical lens beyond the existing applications of the theory such as the three pillar model
(Kostova, 1997) ; explanation of comparative national business systems based on institutional
embeddedness (Whitley, 1999, 2000); explanation of similarities in practices across
organizations resulting from isomorphic pressures (Alvarez, Mazza, Pedersen, & Svejenova,
2005; DiMaggio & Powell, 1983); explanation of the relationship between MNCs and their host
environments based on notions such as legitimacy (Kostova & Zaheer, 1999; Suddaby &
Greenwood, 2005) and liability of foreignness (Zaheer, 1995; Zaheer & Mosakowski, 1997). It is
argued that these models function on a basic assumption that an organizations’ survival is
determined by the extent of its alignment with its institutional environment (Kostova, Roth, &
Dacin, 2008).
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However, we observe in this study that in the emerging nations the relationships of the
organizations (both EMCs and MNCs) with their institutional environments (home and host
respectively) are dynamic, discretionary, symbolic, and pro-active. Hence, given the current
EMCs’ context, it is essential to acknowledge that it is not only the institutional environment that
changes the actors/organization/EMCs, but that these actors along with other social agents, are
capable of changing the institutional context over time. This idea is in line with Lawrence and
Phillips (2004), who suggested that institutional change in the form of new institutional
arrangements results not only from the exogenous macro historical context but also from the
action of institutional entrepreneurs. Thus, recommending that foreign expansion to developed
nations brings forth the power of EMCs as institutional change agents that manipulate, negotiate,
and partially construct their institutional environment (Djelic, Nooteboom, & Whitley, 2005;
Morgan & Quack, 2005; Oliver, 1991). In addition, Hoskisson et.al. (2000), in their discussion
about emerging economies, recommended that the institutional perspective is the most applicable
paradigm for explaining enterprise behavior in emerging economies. Hence, we use institutional
theory as a lens to examine the phenomenon of foreign expansion by EMCs.

Anchors to Understanding the Foreign Expansion of EMCs
Conventional knowledge suggests that when establishing operations in developed countries,
EMCs are not always adequately equipped with intangible assets and capabilities that provide
them competitive advantages. Obviously, EMCs’ bargaining power does not derive from their
sophisticated technology, strong brand name, or their overall size. Traditional wisdom assumes
that technology embodied in capital goods automatically diffuses to developing countries
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through the purchase of equipment. However, recent studies have shown that EMCs’ dynamic
capability to foster reverse engineering, create manufacturing flexibility, and implement
experiential organizational learning contributes to their enhanced performance (Malik & Kotabe,
2009). Thus, technological change and accumulation in developing countries require substantial
technological development efforts in order to adapt and improve imported technology and, in
some cases, to generate new technologies (Dosi, 1988).
The generation of new technologies by EMCs relates to the wider issues involved in the
transition from competitiveness based on cheap labor to technology based competitive advantage
in developing countries. An essential factor for this transition from cost-based to differentiationbased competitive advantage is the innovation capabilities of EMCs, which enable them to create
and generate new competitive advantage. Furthermore, the understanding of factors that
contribute EMCs’ capability of surviving in their institutional environments in developing
countries and to simultaneously transition and adapt to the developed nations’ institutional
environment is less well placed in traditional management and economic theory. The EMCs
investigated in this dissertation depict an outstanding trait of having survived in the rough
institutional environments of their home nations and have ventured into the U.S., where the
institutional environment is significantly different than that of their home nations. As shown in
Figure 20, various aspects like their ability to ‘Lick the Dirt’; ‘Cash Rich Positions’ and
‘Strategic Partnerships with Developed Nation Firms’ enhance the EMCs’ ability to innovate
and thus, contribute to ‘EMCs’ Foreign Expansion in Developed Nations’ and ‘Competitive
Advantage in Developed Nations’. Hence, we discuss these crucial anchors for understanding the
foreign expansion of EMCs to developed nations like the U.S. Figure 20 highlights the various
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factors (as identified in the results chapter of this dissertation) that contribute to the
understanding and explanation of the various anchors.

Figure 20: Anchors for Understanding the Foreign Expansion of
EMCs to Developed Nations

‘Lick the Dirt - Path to Understanding EMCs Competitive Advantage in Home Nations’
Due to their weak institutional environments, managing political risk and developing
mechanisms to cope with, as well as benefit from, such political risks are important factors for
70

the success of emerging EMCs (Iankova & Katz, 2003). In order to survive in such transitioning
economies, the regularized organizational behaviors of EMCs emerge as a product of ideas,
values, and beliefs that originate in their institutional context. EMCs that can control the sources
and supplies of their raw materials, as well as sales of their final products to the end consumers,
are in a better position to guard against these risks. The EMCs studied in this dissertation have
grown and succeeded in some rough institutional environments before they decided to leverage
their competitive advantage in developed nations. In other words, the success of the EMCs can
be attributed to their ability to ‘Lick the Dirt’, i.e., to succeed despite such constraints as billions
of price-conscious, demanding customers, crowded factor markets, lack of essential resources,
infrastructure, corrupt governments, all posed by their institutional environments. The historical
component of this study enables us to capture instances whereby the rough institutional
environments of emerging nations have not only transformed these EMCs but also have been
transformed by the EMCs themselves. Hence, the first anchor of our theory discussion is ‘Lick
the Dirt - Path to Understanding EMCs Competitive Advantage in Home Nations’’.
In order to obtain a complete understanding of the ‘Lick the Dirt’ phenomenon, it is
essential to identify the various social agents in the emerging nations and to see how their
relationship with the EMCs leads to the construction of new rule systems in these constantly
transforming, rough home institutional environments of EMCs. Hence, we first examine the
degree to which the various agents of the institutional environments of China and India - the
government, social institutions, MNCs in the domestic market and the people in the country affect the EMCs. Of special interest for the purpose of this dissertation is the understanding of
the organizational responses to these new rule systems in both their domestic and foreign
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environments. Hence, in order to provide some insights into the various strategies used by the
EMCs to nurture their relationships with these social agents and to survive in their hostile
institutional environments, we draw some examples from the strategies implemented by the
sixteen EMCs under consideration. Finally, in line with organizational learning theories, we
assume that the foreign expansion journeys of EMCs are both adaptive and manipulative, in the
sense that organizations adjust defensively to reality, and use the resulting knowledge
offensively to improve the fit between the organization and the environment (Fiol & Lyles,
1985). Therefore, we discuss how the EMCs’ ability to ‘lick the dirt’ affects their foreign
expansion to developed nations. In order to draw conclusions, we refer to the historical aspect of
the study; however, the propositions in the following sections are based on the current
institutional environment of China and India.

1)

Government Policies and EMCs

The conception of government here follows the Weberian definition (as mentioned in Mommsen,
1992) wherein the government is the agent endowed with a monopoly on the use of force. In
practice, the economic role of government can range from simply coordinating private-sector
investment decisions to using taxes or subsidies to interfere with market prices, to creating public
enterprises to make sure that simultaneous investments take place. Johnson (1982), Amsden
(1989), and Wade (1990) focused solely on how the developmental state interacts with business
in different ways: the state was supportive of business in a cooperative way, as in the case of
Japan (Johnson, 1982); in a disciplinary way, as in the case of South Korea (Young, Huang, &
McDermott, 1996); and in a guiding way, as in the case of Taiwan (Wade, 1990). According to
Wade, the experience of East Asia shows that governments can be viewed “as both the rule
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maker and the first player in a multistage game, whose moves influence the credible options of
other players” (Wade, 1990, p. 233). In sum, the theories of state-driven economic development
argue that the state should take a more active role than just providing infrastructure. Similarly, to
understand the impact of various government policies in China and India and the firm responses
to them, we discuss the observations regarding the various government policy changes over the
years in China and India that have impacted EMCs’ strategy in different ways.

1a)

Government Policies in China

The Chinese government is moving towards unlocking its markets to international firms and thus
increasing competition in the country. This, started with the “Go Global Policy” of the
government at the beginning of the 21st century and has been developing since. For example, as
of December 2006, the Chinese government opened the nation's banking industry to foreign
competition, which increased pressure on China-based banks to develop their talent to adapt to
global business standards. Since 2001, Chinese firms need to pay more attention to the issues of
intellectual property rights and technical standards, because China must perform under the
requirements of the World Trade Organization (WTO). Technical barriers to trade under the
WTO place greater demand on Chinese EMCs to upgrade their technologies to compete both in
their home markets and in the global market. Thus, the government policies have led to increased
competition from foreign entrants and a burden to enhance their technical standards.
On the other hand, the Chinese government has played a significant role in facilitating the
development of local companies. In the late 1990s, the Chinese government played General
Motors Corp. and Ford Motor Co. off each other for the right to build an auto plant in Shanghai.
GM won, after promising to give China the technology for the U.S. auto giant's latest model
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Buick sedan. Today, Chinese automobile companies are entering the U.S. market when the U.S.
auto industry is struggling to stay alive. Similarly, in recent years, in order to enhance the
software industry of China, the Chinese government in collaboration with various enterprises and
the society has provided guiding funds for significant investments in research and development.
Breakthroughs have been made in succession in the research and development of operating
systems, database, middleware, Chinese Office software, and information security software. At
various levels the government plays the function of an incubator and platform, guides the
formation of a system and acts as a perfect industrial chain for the software industry. Due to
these efforts by the government, the software industry gets integrated research and development,
and accelerates the formation of scale advantage, cost advantage, and technological advantage;
and also helps to promote the cluster development of the software industry. Moreover, as far as
internationalization is concerned, studies are being conducted in China on the development of
policies and measures that encourage software outsourcing; a system for exploring services in
the overseas markets is being established from such aspects as export finance and promoting
cooperation between enterprises so that software enterprises' outsourcing capacity will be
improved and domestic enterprises will receive help in their exploration in the market.

1b)

Government Policies in India

In the early 1990s, with the opening up of the Indian economy, IT services providers like
Infosys, Wipro, and TATA Consultancy services were forced to compete not only with each
other, but also with overseas players like Cambridge Technology Partners and Sapinet, which
offered software solutions and also started to face competition from other offshore locations like
the Philippines and Ireland. Some full-service providers like Infosys were also competing with
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consultancies like Anderson Consulting and Ernst & Young, which positioned themselves as
information management specialists8. In order to facilitate the growth of Indian IT firms whilst
facing the fierce competition from foreign firms, the Government of India provided tax benefits
to companies that export software from specially designated software technology parks in India.
These tax benefits included a 10-year tax holiday from Indian corporate income taxes for the
operation of most of their Indian facilities, and as a result, their operations have been subject to
relatively low tax liabilities. As of 2008, most of these IT firms are leaders in the global market.
On another front, the political and legal aspects of the institution have posed some
significant barriers for the Indian EMCs. For instance, the political instability in India has
constantly delayed the reforms of the Indian economy and has had a material adverse effect on
the market for securities of Indian companies, including their equity shares and their American
Depository Shares (ADSs), as well as on the market for their services9. Furthermore, the laws of
India do not protect intellectual property rights to the same extent as those of the United States,
and often EMCs are unsuccessful in protecting their intellectual property rights, and are
sometimes also subject to third-party claims of intellectual property infringement. Moreover,
Indian laws limit the EMCs’ ability to raise capital outside India and can also limit the ability of
foreign companies to acquire EMCs, which prevents them from entering into a transaction that is
in the best interests of their profitability9. For example, until recently, Indian government policy
that had a significant impact on EMCs’ ability to acquire companies organized outside India was
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the countries’ requirement that EMCs seek approval by the Government of India and/or the
Reserve Bank of India for any such acquisitions. A failure to obtain such approvals negatively
affected the EMCs. Similarly, many of the EMCs under study operate in Special Economic
Zones (SEZs) in India. In recent years the Government of India announced a number of changes
in its policies applicable to Special Economic Zones. One such latest change is a cap on the size
of land available for SEZs. This cap adversely affects the EMCs operating out of SEZs and has
resulted in financial and operational disruptions for these companies.
These results suggest that a nation’s competitiveness depends on the capacity of its
industry to innovate and upgrade. Companies gain advantage against the world’s best
competitors because of pressure and challenge. They benefit from having strong domestic rivals,
aggressive home-based suppliers, and demanding local customers. As Mansfield and Less (1996)
suggested, it is the existence of complementarities and interdependencies among existing firms
and new entrants that holds the key to successful innovation. In fact, in the absence of threats
from new entrants, existing players may choose to collude and focus on existing technology,
rather than compete with one another through technological improvements. The resulting lack of
diversity in sources of ideas leads to a lower rate of technological creativity and innovation
(Mokyr, 1994). In this regard, government’s proper role is as a catalyst and challenger. It is to
encourage or even push companies to raise their aspirations and move to higher levels of
competitive performance. Some, though fewer, governments in emerging economies have
identified key sectors and have allocated resources to kick-start technological abilities in such
sectors (Ramamurti, 2004). Home-country firms may ride on such resource allocation by their
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home government and may internally generate innovative abilities that help them in successful
internationalization (Wan & Hoskisson, 2005).
On one hand, firms can leverage resources that are available through governmentsponsored programs and enjoy privileges stemming from government policies that favor their
business activity. On the other hand, vested interests by the government can hurt the advanced
technological development in the nation by creating entry barriers in the form of licensing
requirements, government control over various distribution networks and in the form of various
economic and regulatory measures. Such barriers to entry imposed by the government through
centralization hamper the spillover of such new knowledge by these new entrants and thus
negatively impacted the innovation growth in a nation. Feinberg and Majumdar’s (2001) study
examined the Indian pharmaceutical industry context, showing that government attempts to drive
firm behavior by putting in place constraints is often not effective, and can have unintended
consequences. In line with prior research, we find that in these nations with weak institutions,
property rights remain vested in government. Consequently, market mechanisms operate
inefficiently with governments having the capacity to abrogate exchange agreements (Murtha &
Lenway, 1994). These findings suggest that government policies that succeed are those that
create an environment in which companies can gain competitive advantage rather than those that
involve government directly in the process, except early in the nations’ development process.
As observed in this study, both China and India opened up their nations to foreign firms,
with India having done so almost a decade before China. This move resulted in fierce
competition in the domestic market that forced the EMCs to innovate to be able to survive.
However, some of the centralization aspects of the government policies, such as controlling FDI,
77

controlling EMCs’ ability to raise foreign capital or acquire foreign firms, lack of intellectual
property protection tends to hamper the growth of EMCs and in turn restricts their ability to
innovate as they attempt to grow and expand. This result suggests that actors such as
governments and other regulatory agencies can influence the rules of the game applicable to the
environments of EMCs. These agents play a key role in enhancing or, more commonly,
inhibiting the EMCs’ ability to innovate by creating a demanding environment for EMCs. Hence,
we propose:

Proposition 1: In emerging nations, the centralization of the government’s role has a
positive relationship with the EMCs’ innovative capabilities in the early stages. However, these
benefits start to decline as the EMCs start to expand to developed nations.

2)

Relationship with Social Institutions

Social knowledge, a cognitive dimension, consists of the knowledge and skills possessed by the
people in a country. Within countries, particular issues and knowledge sets become
institutionalized, and certain information becomes a part of shared social knowledge (Busenitz &
Barney, 1997). The social sector covers a variety of organizations, including trade associations,
churches, public research institutes, cultural institutions, advocacy groups, political movements,
charities, and foundations (Mintzberg, 1994). Since private small and medium-sized enterprises
in developing countries cannot afford research and development, public research institutes are
crucial to the building of their technological capabilities. Hence, we observe the impact of
knowledge contributed by Relationship with Social Institutions on EMCs’ strategy.
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Since China established the college degree system in 1981, postgraduate programs have
developed and produced scientific talent with experiences in both teaching programs and
research projects. New research directions are emerging consistently, new theoretical systems are
being created, new technologies and skills bred, and even new subject areas formed. For
instance, Konka Group set up a R & D center in cooperation with Beijing University of Posts and
Telecommunications. The joint R & D center is responsible for the research of China's 3G
technical framework10. Similar collaboration efforts are seen in India between Satyam and IIITHyderabad, where the two collaborate on Data Mining and Open Source R&D. Another
gratifying achievement of these institutes of higher education is spinning out of firms like
Founder Group of Peking University through its research activities11. The Chinese Academy of
Science has also played a major role in innovation in the information technology industry after
the economic reform. Its contribution was in transferring its previously accumulated technology
to the industry by way of spin-offs.
Indian firms have become international leaders in software development, information
technology, and other highly technical fields. Yet the Indian education system is weak in its
training of its students for such jobs. Out of necessity, Indian companies have become top-notch
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learning organizations, building a kind of surrogate education system that trains employees with
great intensity. For example, Wipro has partnered with a leading Indian university to establish a
program for on-the-job training and a master’s degree in software engineering. They have also
sought to open facilities in various cities in India to better access local professionals12.
Another example is National Association of Software and Service Companies
(NASSCOM), which is the premier trade body and the chamber of commerce of the IT software
and services industry in India, has enabled significant policy changes in the favoring software
businesses in India. NASSCOM is a global trade body with over 1100 members, of which more
than 250 are global companies from the U.S., U.K., E.U., Japan, and China. NASSCOM's
member companies are in the business of software development, software services, software
products, IT-enabled/BPO services and e-commerce. NASSCOM, India’s largest software and
service group, has enabled some significant policy changes in India. Similarly, more than twenty
Chinese firms, - including EMCs such as the Founder Group, Lenovo, Hisense, Haier, and
Huawei - founded WAPI, an industrial alliance to jointly promote WAPI, a home-grown
encryption standard for wireless local area network (WLAN) equipment. This alliance is
determined to reduce China’s reliance on foreign vendors (mainly U.S) and promote independent
innovation by Chinese EMCs. This initiative has been backed by the Chinese government to
better support home-grown technology standards.
As these results suggest, the EMCs have partnered with institutes of higher education
either to enhance their R&D skills or to overcome certain institutional voids such as a weak
educational system to enhance their human capital. In addition, their membership in industry
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alliances and associations facilitates lobbying efforts with the government and enables them to
create an institutional environment that incubates innovation. Thus, a firms’ informal
embeddedness or interconnectedness with dominant institutions in the social sector not only
enables national policy changes that enhance the growth of certain industries but also, increases
its legitimacy and enables its foreign expansion efforts. Hence we propose:

Proposition 2a: An EMC’s business ties with trade associations has a positive
relationship with its innovative capabilities.
Proposition 2a: An EMC’s business ties with institutions of higher education has a
positive relationship with its innovative capabilities.

3)

Relationships with MNCs in the Home Market

Researchers have argued that it is important to recognize the relationship between inward foreign
investment and outward FDI (Di Benedetto, Calantone, & Zhang, 2003), as countries that have
been successful in attracting inward FDI (e.g., China, India, and Brazil) are also leading in
outward FDI among emerging economies. MNCs are increasingly viewed by strategy scholars as
part of a global network (Gupta & Govindarajan, 2000). As a part of this global network, MNCs
can draw on significant resources of their affiliates to overcome the resource constraints and
institutional deficiencies local firms face in developing countries. Furthermore, MNCs’ financial
muscle may make it easier for them to influence policy makers as well as the bureaucracy. EMCs
interactions with technologically advanced MNCs benefit them by allowing them to gain access
to advanced technology, management skills, and intellectual property, as a well as physical and
human capital (Adler & Kwon, 2002). Moreover, business ties with MNCs facilitate resource
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transfer, knowledge transfer, and learning (Uzzi, 1997). Hence, we observe the effect of
knowledge contributed to by Relationship with MNCs in the Home Market on EMCs’ strategy.
The localization and concentration of industries by MNCs and domestic firms creates the
possibility of spillovers by pooling specialized labor within those regions. For instance, MNCs
like IBM inadvertently gave the Indian software industry a big boost when the corporation closed
its subsidiaries there in 1977-78, leaving many ex-workers looking for new jobs. Following that,
the IT and information technology-enabled service sector has been experiencing growth in India,
with multinational companies building a global presence through cross-border acquisitions and
organic growth in other low-cost locations. This growth is complemented by major global
players continuing to significantly develop their offshore delivery capabilities, predominantly in
India, highlighting India’s increasing role in outsourcing13. In addition, EMCs benefit from
hiring many of India's leading software professionals who have left top positions overseas and
returned home.
Since intellectual property rights protection is critical to the healthy development of
China's IT industry, Founder Technology (a Chinese company) and Microsoft collaborated on
joint marketing, sales, and training programs to promote the use of genuine versions of Microsoft
software on Founder-branded personal computer products for the Chinese market. Founder also
committed to purchase licenses of Simplified Chinese versions of Windows. In another effort,
Founder signed a licensing agreement with PalmSource, a U.S. company, to use Palm as the
operating system for its e-books and to distribute Palm-powered devices in China. The company
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also signed a deal with Apple to preinstall Apple's iTunes digital jukebox software on every
Founder PC. Thus, Founder was one of the leading EMCs to kick off a nationwide war against
piracy and illegal use of its products. In a similar attempt, both Founder and Lenovo signed an
agreement with Sun to ship the JRE (Java Runtime Environment) on their hardware. These
agreements between EMCs and MNCs demonstrate the strong commitment and significant
progress the EMCs have made toward protecting intellectual property rights (IPR) and delivering
a more secure, stable computing environment for their customers14.
Konka partnered with Infineon Technologies, a U.S. based company with German origins
that is one of the world's leading providers of communications integrated circuits (ICs), to launch
the K5238, a fully-featured Dual Band GSM/GPRS product for the burgeoning Chinese market.
The successful launch paved the way for future cooperation between Infineon and Konka in the
development of GPRS products and services for the Chinese market. Besides providing
development and technical support, Infineon provided Konka with platform upgrades and new
reference designs that enabled Konka to develop products that are both feature-rich and costcompetitive for faster time-to-market.
ZTE Corporation partnered with Intel (China) to develop 3G wireless and wireless LAN
integration communications technologies and equipment for CDMA2000 and UMTS. The
company launched the first Chinese dual-frequency handset (ZTE189) with Chinese-owned
intellectual property. Today, ZTE has become China's largest wireless equipment provider with
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a global wireless capacity exceeding 100 million line15. Similarly, China's Founder Technology
and Intel Corp signed a memorandum of understanding to strengthen cooperation in research and
development of PC products. This cooperation was based on a shared vision of a digital world
built upon converged computing and communications technology and delivering innovative
products to consumers. For Founder, this cooperation with Intel was a strategic move to reach its
target of becoming the market leader in digital home and office products through world-class
innovation with Intel's technology and training on system design and validation to speed up
market delivery of its products. To take this cooperation a step further, with the support provided
by Intel, Founder Technology integrated its business computers with UFSoft's software to offer
integral informationization solutions to small and medium companies. This cooperation
agreement clinched by the three companies helped Founder Technology take a different
marketing method unlike its approach in the past.
Similarly, the 1989 joint venture between Wipro and GE of the U.S. to form Wipro GE
Medical Systems Ltd. made advanced medical systems available to the consumers of thenunderdeveloped India. Likewise, Ranbaxy a leading Indian pharmaceutical company, was able to
seize opportunities during the rigid The Foreign Exchange Regulation Act (FERA) of 1973 era
of the seventies. By establishing multiple joint ventures with the U.S.-based Eli Lilly, it created a
large portfolio of Eli Lilly products to be marketed in India, gaining an opportunity to conduct
R&D in India; it later used the same relationship to market its products in the U.S. Thus,
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beginning in the mid-90s the company has been busy establishing joint ventures, strategic
alliances, and acquisitions in other countries to gain access to potential global markets16.
These results suggest that the mere existence of MNCs creates spillovers in emerging
markets that enhance the local firm’s knowledge base and facilitates their innovativeness.
However, it is important to note that the benefit of this indirect relationship between EMCs and
MNCs tends to deplete after a certain point, as the MNCs try to protect their knowledge, from
being leaked out to local firms. In order to be able to internalize this knowledge the EMCs often
enter into contractual agreements or form strategic alliances with MNCs. Nevertheless, as the
ties get stronger (as in the case of various forms of intense partnerships, like joint ventures or
original-design-manufacture (ODM) or original-brand-manufacturer (OBM) contracts), MNCs
become willing to work closely with EMCs and transfer the tacit knowledge. In such instances,
MNCs are not worried about the opportunistic behavior by the EMCs and have a long-run
orientation in their problem solving approach (Burt, 1992; Yiu, Lau, & Bruton, 2007).
Furthermore, as suggested by the example of Chinese EMCs, partnerships that enhance the
nation’s interest are also strongly and positively supported by the local government. These strong
ties between the MNCs and EMCs allow sharing of diverse and high-quality knowledge which
then spurs innovative activities in these EMCs.
In summary, in an emerging nation the MNCs contribute well beyond the immediate
provision of goods and services, at least through the knowledge spillover created through their
existence in these nations. The EMCs’ innovation capability is affected by their non-contractual
16
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relationship with MNCs, but these benefits start to decline as the knowledge shared by the MNCs
starts to decline. However, this trend can be reversed by formalizing these relationships, a
managerial intention (Hutzschenreuter, Pedersen, & Volberda, 2007) to internalize the
knowledge gained from MNCs, leading to an increasing amount of knowledge provided by
MNCs, both through the competitive environment they create or strategic alliances they are
involved in. In other words, EMCs’ innovative capabilities tend to decline over time when their
relationship with MNCs is informal (i.e., in the case of absence of any contractual relationships),
while these innovative capabilities tend to improve if their relationship is formalized by the
EMCs (i.e., in the case of strategic alliance, joint ventures, ODM, or OBM or OEM contracts).
Hence it is proposed:

Proposition 3: An EMC’s business ties with MNCs have a U-shaped relationship with an
EMCs’ innovation capabilities.

4)

Relationships with People in the Home Market

China is home to 1.3 billion people; India has a population of 1.1 billion. In the next decade, they
will become the largest and third-largest economies in terms of purchasing power. By 2016 they
will account for about 40% of world trade, compared with 15% in 2006 (Economist, 2006). On
the one hand, EMCs are often faced by a relentless price war in the home market, where
overcapacity and bloated inventories drive prices down and force dozens of once-promising
EMCs into the red.

86

To survive this intense competition the EMCs are forced to adopt a strategy that provides
attractive products at competitive prices. On the other hand, when expanding in foreign markets
EMCs may generate market abilities by putting their national resources to optimum use. Such
national resources may be broadly categorized as natural resources, human capital, and
infrastructure (Wan & Hoskisson, 2005). The fact that most international contenders from
emerging markets are in commodity industries where they combine home-country natural
endowments or labor to generate low-cost advantage, testifies the above assertion (Dawar &
Frost, 1999). Likewise, some service-oriented EMCs have benefited from a large and regular
supply of talented, low-cost, skilled human capital in their home countries. Thus, the key
advantages that these EMCs have are twofold. First, they have access to some of the world's
most dynamic growth markets, with demanding, price-conscious consumers. Second, they have
immense pools of low-cost resources in the form of production workers, engineers, land,
petroleum, or iron ore. Hence, we observe the effect of knowledge contributed by People in the
Home Market on EMCs’ strategy.
The observations of this study suggest that these EMCs are able to expand into foreign
markets, like the U.S., based on much more than just low cost. Some of them have remarkable
capabilities of innovation, identifying changing global consumer trends, and also technologies
and processes that enable them to introduce and introduce new products to the market faster than
their rivals. For example, Haier, founded (in its present form) in 1984 as the Qingdao
Refrigerator Factory (the former name of the company), in Qingdao, a port city south of Beijing,
realized that customers in rural China were using the company’s washing machines to clean
vegetables like sweet potatoes. The company modified its product designs to accommodate those
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needs of the customers. In a country like China, where reliable after-sales service and national
distribution were not common, Haier invested in those areas, and has yielded formidable sources
of competitive advantage17. Furthermore, it has also channelized its efforts to meet customer
demands for products through overcoming the challenges of specialized infrastructures,
distribution channels, or delivery systems in a nation where the institutional voids are significant.
Another observation suggests that Haier became a leader in China’s white goods market, in the
teeth of competition from GE, Electrolux, and Whirlpool, mainly because it was able to develop
products tailored to the needs of the demanding Chinese consumers.
Another company that emerged from serving rural China to a significant competitor in
the U.S. telecommunication market is ZTE Corporation. In February 1985, Zhongxing
Semiconductor Co., Ltd. (the former ZTE Corporation) was established in Shenzhen, South
China, as a jointly owned electronics firm registered with a starting capital of RMB 2.8 million
(or approximately US$0.4 million)18. In June 1987, with a research and development team with
eight members, the company independently developed its first certified product, ZX-60 Stored
Program Controlled (SPC) space division exchange. Since the second half of 1987, the company
has embarked on the R&D of user-class digital SPC exchange. By the year 1992, the company’s
product, the ZX500A, a small-capacity digital carrier-class exchange, which was tailor-made for
the countryside C5 end-office reconstruction to adapt to a digital network, was hailed by the
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customers and directly led to a booming "countryside telephony reform" in China. With the
abundant trunk interfaces that were agreed with different systems and better cost performance
than exported counterparts, this product enabled the company to pioneer into the countryside
telephony market and this homegrown ZX500A paved the way for further development of the
company. Just a couple of years later, based on past operation experience, the company
established a "state-owned and private-run" operation system, which was totally new in China at
that time. Thus, by carving out a way with hardship, in 20 years the company has become
China’s largest listed telecommunications equipment manufacturer and the fastest-growing
telecommunication manufacturer in the world.
A few companies in the study have emerged to be global competitors after having
survived price wars in their crowded domestic markets. For instance, in 1998 China’s color TV
industry was divided on its opinion about government set price floors in the industry. EMCs like
Haier favored price floors because such price caps would prevent some poorly managed
competitors, blindly pursuing market share, from driving good companies and eventually
themselves, out of business. On the other hand, companies, such as electronics maker Konka
Group suggested that price controls were dangerous because they could hurt good enterprises
and protect inefficient ones. Since then, China's color TV industry has undergone profound
changes and many color TV companies were in trouble due to the consecutive price wars and
shortages of key technology. A decade later, EMCs like Konka have adapted to nonstop pricing
pressure at home while finding ways to move ahead in both emerging and developed markets
against big branded multinationals. In fact, the company has since reshaped its industrial
structure to seek new points of growth. In fact, the company has deployed scientific and
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technical innovations to replace price wars as its most important vehicle for competition and has
diverted some of its efforts and funds to the telecommunication field.
A similar situation was later observed in China's mobile phone market, where newly
entering domestic companies were forced to achieve the economy of scale within two years to
survive in the market. Therefore, in order to maximize their brand interests, firms had to first
survive by expanding market shares and production scales before they chased any profits.
Similarly, China’s PC manufactures like Legend and Founder faced significant competition from
western giants like IBM, Dell, and Acer. While struggling during that era and competing on the
basis of low costs, these companies anticipated that laptops could challenge the traditional
desktops to become the mainstream computer, though they were not expected to replace the
latter completely. Hence, both these EMCs, Legend and Founder, were leaders in the
introduction of laptops on the market to compete with foreign brands. In addition, Fonder
Technology also moved into the chip design and manufacturing business, as part of a larger plan
to reduce reliance on the low-margin PC sector. They hired Chinese citizens working or studying
in the U.S. to staff a proposed integrated circuit design venture. Due to the relatively
unrewarding PC business, the company pursued new market niches and changed its focus to
more upstream IT sectors. In 2002, the company launched the first digital camera of China and
later set up a digital camera production line in Dongguan, Guangdong Province, which was the
first digital camera production line in China. As of, 2008, Founder is one of the biggest IT
vendors in China.
An example that emphasizes the impact of the home nation supply side institutional
environment can be observed with Wipro Computer service and Satyam Computers, which have
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excelled in recent years in catering to the global demand for software and services. This growth
is partly because India’s education system produces many engineers and technical graduates who
are hired by local companies at salaries much lower than those in developed markets. However,
it is very difficult for foreign companies to capitalize on the same human resources. They have a
hard time sorting talent in a market where the level of people’s skills and the quality of
educational institutions vary wildly. In fact, as talent becomes scarcer in urban centers like
Bangalore and Delhi, Indian companies will still maintain their advantage, because they know
how to lure people from India’s second-tier cities better than MNCs from developed countries
do. In India, EMCs spend significant amounts to train this unpolished, rich human capital to
perform the outsourced western jobs19. For instance, Infosys Technologies Ltd. has built a new
$120-million (U.S.) Global Education Centre in the southern Indian city of Mysore to be able to
train its workforce. The explosion of the IT and related industries has led to fierce competition
for the relatively few, often poorly educated graduates coming out of the Indian universities and
technical colleges. To succeed, Indian companies have to recruit the best people, train them up
quickly and persuade them to stay. Satyam, Wipro tempt students by sending their senior
executives to serve as guest lecturers on campuses.
It is known that a significant part of the competitive advantage for these EMCs has
historically been a wage cost advantage relative to companies in developed countries. Based on
this advantage Indian IT service providers have traditionally addressed the application
development and maintenance markets. However, the Indian IT service providers are now
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acquiring or developing consulting skills to effectively compete against leading global IT
services companies as integrated service providers. Indian IT service providers are also
benefiting from the growing trend of companies breaking up large IT services contracts into
smaller components. The companies can diversify their vendor base, realize cost savings by offshoring certain components, and retain flexibility to ramp up or scale down operations lockstep
with changing business requirements. Indian IT service providers can now compete more
effectively against established IT services companies like Accenture, EDS, and IBM9. Thus, the
EMCs’ ability to access, attract, and retain skilled IT professionals has enhanced their ability to
move up the value chains.
These results suggest that EMCs’ survival and growth is, on the one hand, based on the
EMCs ability to acquire resources and absorb them to build their own competitive advantage
(supply side dynamics). On the other hand, it is based on EMCs ability to find some market
niches, entering into markets untapped by their local competitors or traditional MNCs (demand
side dynamics). Hence it is proposed:

Proposition 4b: An EMC’s business ties with demanding consumers in the home market
has a positive relationship with an EMC’s innovation capabilities.
Proposition 4b: An EMC’s business ties with suppliers of efficient resources in the home
market has a positive relationship with an EMC’s innovation capabilities.
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5)

Lick the Dirt: Competitive Advantage in the Home Market
A common characteristic observed among the EMCs under study is embedded in the

interesting stories of the inception and growth of these companies. Most of these companies have
emerged from being unknown entities to global players in a matter of few decades. For example,
in less than two decades China’s Founder has emerged from a small peripheral R&D department
of Beijing University founded in a basement with a 400,000 Yuan (or about US$58,000) to
become one of largest technology companies in China. As of 2008, Founder Technology, a
subsidiary of Founder Group, is one of the most influential publicly listed high-tech companies
in mainland China. Founder Technology ranks number one in the Asia-Pacific region in terms of
growth rate in total shipments.
Similarly, Wipro Technologies, the Global IT Services division of Wipro Limited, is an
India-based global IT services, IT solutions and technology services major. Wipro was set up in
the small town of Amalner in Maharashtra in 1945. Primarily an oil factory, the chief products
were Sunflower Vanaspati and 787 laundry soap (a by-product of the Vanaspati operations). The
company was called Western India Products Limited, with a modest presence in Maharashtra and
Madhya Pradesh. In the 1970s, Wipro embarked on an ambitious phase of expansion and
diversification. It was in the early 80s that Wipro made its foray into the Infotech arena. An
energetic, committed team of professional R & D and marketing managers came together in
Bangalore in 1980. In the initial stages Wipro conducted R&D efforts in the design of computer
hardware products for the Indian market because the government of India did not allow these
products to be imported. They leveraged their R&D skills to become an outsourcing resource for
companies that seek highly skilled product development services for some of their core
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technologies. Now they provide product development services for both hardware and software
systems that are implemented in computers and communications equipment. This product
development ability, enables the company to assume complete responsibility for all phases of the
development, beginning with the requirements analysis to the transfer of technology and
information to the client. Thus, the Wipro Infotech story began in a small lab at the Indian
Institute of Science (IISc) where the team developed the first Indian 8086 chip20.
Prior studies suggest that firms are not encouraged to innovate in weak institutional
environments, as inadequate intellectual property protection does not ensure appropriability of
rents generated from innovative skills (Teece, 1986) and this hampers FDI outflow from these
nations (Murtha & Lenway, 1994). It has also been claimed that as far as EMCs’ abilities are
concerned, EMCs are unlikely to be as strong in technology-based ownership advantages as
firms from developed countries, since the institutional environment in emerging markets is not
conducive for a firm to indulge in innovative activities (Luo & Tung, 2007; Murtha & Lenway,
1994). However, the observation from EMCs in this dissertation suggests that it is the rough
institutional environments in the home country that have forced EMCs to innovate in order to
satisfy the demands of various market niches, overcome institutional voids and face competition
from MNCs and local firms. In other words, EMCs’ innovation is driven by their ability to “lick
the dirt,” to succeed despite the various constraints posed by their institutional environments in
the form of billions of price-conscious demanding customers, crowded factor markets, lack of
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essential resources, infrastructure, corrupt governments. Hence, it is proposed:

Proposition 5: An EMC’s ability to ‘lick the dirt’ in the home market has a positive relationship
with an EMC’s foreign expansion in a developed nation.
Cash Rich Positions of EMCs
In this study it is observed that certain differences in the institutional environment have also led
to dramatic differences in the ownership structures of Chinese and Indian EMCs. Chinese
companies are state owned or state controlled, often with publicly traded subsidiaries or with
minority stakes in the hands of strategic investors (both domestic and foreign). Whereas the
shares of Indian companies are usually divided among private owners, strategic investors and the
general public, with no investors possessing a majority stake. This difference in the ownership
structure and the financial resources available to the firms also leads to different strategies and
foreign expansion trajectories used by EMCs from the two nations. In order to understand the
impact of various strategies used by the EMCs to obtain financial resources on their foreign
expansion strategy, the second anchor of our theory discussion is Cash Rich Positions of EMCs.
Because of the lack of legal frameworks and an underdeveloped financial and capital
market, firms in emerging economies often turn to networking as a substitute for external
markets. Networking between firms and the external bodies (e.g., other firms and government
bodies) can significantly affect the resource and foreign expansion process of these firms.
Networking is no doubt present in all societies and can take different forms. As in the case of
China, involvement from government, mainly through ownership and regulation, is argued to
play an important role in the foreign expansion and culture of the state-owned EMCs. In
95

addition, the state-owned EMCs tend to have resource and policy advantage over other firms in
the nation. For instance, World Trade Organization (WTO) membership will make China far
more accessible to large non-Chinese companies. Access, however, does not mean acquiescence
for the MNCs to succeed in the Chinese market. Instead, formidable state-owned enterprises
compete in the Chinese oil, telecommunications services, and transportation markets. These
companies may lack world-class productivity and management, but they have strong legacy
positions, high aspirations, and a great deal of knowledge of local markets. In addition, the twoto six-year phase-in period for reducing barriers to competition and investment provided by the
agreement, will give state-owned companies like Konka Group in consumer electronics plenty of
time to prepare.
Another form of networks that have a formal structure and a significant effect on the
EMCs’ resources are family groups and other forms of business groups. Business groups not
only often evolve as a result of institutional voids present in emerging economies (Khanna &
Palepu, 2000; Khanna & Rivkin, 2001); they also provide invaluable resources to the member
firms. Business groups act as fillers of home nation institutional voids by creating efficient
internal markets for capital, labor, technology, and products (Khanna & Palepu, 1997). Member
firms can thus benefit from easy access to much-needed capital and managerial expertise when
expanding into foreign markets. In a study of Indian business groups, Bertrand et al. (2002)
suggested that the relationship between ownership and performance may be attributable to
“tunneling”. This term refers to transferring resources from firms in which a controlling family
with relatively small cash flow rights in a business group subsidiary transfers resources to a
business group subsidiary in which the family owns substantial cash flow rights. In this way,
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firms can expropriate value from minority shareholders. Thus, affiliation to business groups
provides a strong financial capital guarantee and favorable government policies (Ghemawat &
Khanna, 1998; Guillen, 2000), as a result of strong interpersonal relationships, such as those in a
family or clan, (Granovetter, 1994). In line with some prior studies it is observed here that the
‘clout effect’ of the business groups or the state provides the EMCs with a good jump start and
helps to enhance EMCs corporate innovativeness in the initial stages.
Both related and unrelated (Khanna & Palepu, 1999) product diversification boosts
EMCs’ performance in their home markets, in the process better preparing a firm to endure the
usually costly foreign expansion process. For instance, Founder, which boasts its own
intellectual property rights and brand images in the overseas market, has created good examples
for other Chinese companies, which still constrain themselves to a limited market and are still
embroiled in price wars. Based on its search for new profit-growth points, Founder Group
decided to adopt a diversified development strategy by venturing beyond its traditional Internet
business. Some of its attempts in this direction include its acquisition of the state-owned Suzhou
Iron and Steel Group prior to the Beijing Olympic Games and Shanghai World Expo, with
expectation that demands for iron and steel would rise. The company also expanded in the
pharmaceuticals and healthcare industries by joining hands with some leaders in the
pharmaceutical industry, opening hospitals. Another noteworthy diversification was the
companies’ attempt to enter the financial industry. Founder bought stakes in three domestic
financial institution Wuhan City Commercial Bank, Wuhan Securities Co. Ltd, and Wuhan
International Trust & Investment Co. Ltd, thus achieving the majority stakeholder status in some
of them. It also signed contracts with major investment banks, -- China EURO Securities and
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Taiwan International Securities -- to offer financial advisory support to Founder in its domestic
and international investment and fundraising activities. These moves were in line with Founder's
development strategy: to take a large leap by making IT as a pillar, utilizing financial capital and
entering selected traditional industries.
Similarly, Wipro Limited was initially engaged in the manufacture of hydrogenated
vegetable oil. Over the years, the company has diversified into the areas of Information
Technology (IT), services, IT products and Consumer Care and Lighting Products.
Headquartered in Bangalore, India, Wipro has operations in North America, Europe, and Asia,
such that IT Services and Products now represent almost 84% of their operating income. The
company provides a comprehensive range of IT services, software solutions, IT consulting,
business process outsourcing (BPO) services, and research and development services in the areas
of hardware and software design to leading companies worldwide. The company’s success is
attributed to its ability to combine the business knowledge and industry expertise of their domain
specialists, and the technical knowledge and implementation skills of their delivery team, in their
development centers located in India and around the world21.
Another noteworthy EMC is Infosys Technologies Limited, (since 1992), and
incorporated in, 1981 in Maharashtra, India as Infosys Consultants Private Limited (private
limited company). In 1987, Infosys entered into a joint venture with Kurt Salmon Associates
(KSA), a leading global management consultancy firm based in the U.S. KSA-Infosys was the
Indo-American joint venture in the U.S. In 1988- 89, Infosys set up its first office in the U.S. In
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1989, Infosys bagged another major contract from Digital Equipment22. The company completed
its initial public offering of equity shares in India in 1993. In 1995, the founder of the company,
Narayan Murthy, created Yantra Corp. in Acton, Massachusetts. In 1998, to support its global
ambitions, the company listed the shares of Infosys on NASDAQ through American Depository
Receipts (ADR) issue worth US $75 million. Later in 1999, the company announced an initial
public offering of American Depository Shares (ADSs) in the United States and has
subsequently sponsored secondary offerings of ADSs in the United States on behalf of their
shareholders (2003, 2005, 2006). In December 2006, Infosys became the first Indian company to
be added to the NASDAQ - 100 index, and with this, Infosys Technologies became the only
Indian company to be part of any of the major global indices. Similarly, EMCs included in this
study are listed on the U.S. stock exchange: Dr. Reddy’s Lab, Satyam Computers, Wipro
Limited, Ranbaxy Labs (almost zero debt in 2008) listed on the New York Stock Exchange
(NYSE) and Lenovo listed on NADAQ. This listing on stock exchanges enables EMCs to
generate financial capital that not only strengthens their position in the domestic market but also
helps their foreign expansion strategy in developed nations.
In summary, this study observes that in order to expand to foreign nations, the EMCs
saunter different paths to enrich their cash positions. As a response to imperfect or missing
markets the EMCs have not only used their networking abilities with group membership or state
ownership but have also resorted to such innovative techniques as diversifying in related and
unrelated domestic markets and listing on domestic and foreign stock exchanges to generate cash
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that further enables their foreign expansion to developed nations like the U.S. Hence, it is
proposed:

Proposition 6: An EMC’s strong cash-rich position has a positive relationship with its foreign
expansion in developed nations.

Strategic Partnerships with Developed Country Firms
As outlined in the earlier sections, it is observed in this study that the EMCs are sufficiently
different from conventional, large, resource-rich MNCs in many aspects. One of the distinctive
feature for the EMCs analyzed here is that they all expanded to foreign markets at an accelerated
pace. They have been able to achieve this accelerated foreign expansion not only through
technological innovation, but also through organizational innovations that are well adapted to the
circumstances of the changing global economy. Most of these firms have been enhancing their
innovation capabilities by linking with incumbents in the developed nations. They have been
able to implement these approaches through strategic partnerships that enable them to exploit
their late entrant or follower status to their advantage. In order to understand the impact of
various strategic partnerships entered into by the EMCs on their foreign expansion strategy, the
third anchor of our theory discussion is Strategic Partnerships with Developed Country Firms.
The observations from the sixteen EMCs suggest that a significant number of the
partnerships between the EMCs and the developed nation firms are technology driven. For
instance, ZTE, one of the first Chinese telecom equipment providers to pursue business in
overseas markets, established a U.S. presence in 1998 by locating its U.S. headquarters in Dallas,
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Texas. The company joined the league of global telecoms giants by teaming up with Alcatel,
Ericsson, France Telecom and Portugal Telecom23. This nomination of ZTE as a strategic partner
by its developed nation counterparts exhibited its strength to be a global player. With its strategic
emphasis on international business, the company opened its first R&D institute in the U.S. for
developing software, switching, and CDMA2000 1x technologies. It also increased the number
of international marketing staff by over 100%. With its creative R&D capability and customeroriented and market-driven strategy, ZTE is capable of developing and producing marketleading, first-class technologies in wireless, switching, access, optical transmission, data,
handsets and telecommunications software. ZTE uses this expertise to provide end-to-end
solutions tailored to the specific needs of customers around the world.
Another such attempt was Founder’s partnership with NSDAQ-listed Phoenix
Technologies Ltd., a global leader in BIOS technology. This partnership expanded Founder’s use
of the FirstWare Rescue (TM) suite of products, for use in Founder PCs. FirstWare Connect is an
Internet browser that does not require an operating system that is built into a secure, tamperresistant "safe zone" in the foundation of the PC. Even after a major disaster such as an operating
system crash, scrambled hard disk, software worm or virus attack, FirstWare Connect continues
to function so PC users can use the Internet to get help in resolving problems on their own.
This phenomenon of strategic partnerships to enhance technological capabilities is also
observed in varying degrees (acquiring small consulting firms) in technology-intensive
companies like Wipro Technologies or Infosys Technologies, where rapid technological change,
growing technological complexity, and shortening product life cycles prevail. For instance,
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Satyam formed an agreement with U.S.- based Infospectrum to provide services for the aviation
industry. Satyam provides services to operators and providers of maintenance, repair and
overhaul facilities (MRO), as well as components repairs, whereas Infospectrum provides
solutions to the aviation, aerospace, and defense industries. Satyam’s modular suite enables it to
partner with Infospectrum to Enhance Maintenance, Repair and Overhaul Services for Aviation
Companies. Recently (2008), Indian software firms are increasingly tapping segments such as
manufacturing, retail, and aviation as they diversify their revenue base away from banks and
financial services firms, which have been battered by the U.S. subprime crisis. Based on the
knowledge and technology gained through these partnerships, the EMCs from India continue to
build specialized industry expertise in the IT service industry. They combine deep industry
knowledge with an understanding of their clients’ needs and technologies to provide high value,
quality services.
Some other EMCs have ventured into marketing partnerships and strategic partnerships
for R&D activities with developed nation firms, to gain access to the U.S. market. Ranbaxy, a
leading Indian pharmaceutical company, has adopted a very interesting trajectory of partnerships
to enter the U.S. market. In 1995, the EMC signed a Global Alliance Agreement with Eli Lilly to
market pharmaceutical products in U.S. and other countries. In 1997, a company under the name
"Lilly Ranbaxy Pharmaceuticals LLC" was incorporated in Indiana, U.S. to market products
from their Indian joint venture and along with select Lilly and Ranbaxy products 24. In the same
24
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time period, Ranbaxy entered into a 50:50 joint venture with the New Jersey-based Schein
Pharmaceuticals Inc. the generics arm of Bayer AG, Germany, for manufacturing of the acid
reflux drug, Ranitidine. This EMC is the first to launch prescription products under its own label
in the United States. In 2000, Ranbaxy Pharmaceuticals Incorporated (RPI), a wholly owned
subsidiary of Ranbaxy Laboratories Ltd., entered into a co-marketing alliance with Purepac to
market its generic cardiac drug Enalapril Maleate in U.S. markets. Through this alliance the
company also entered the U.S. ethical prescriptions market with the introduction of Cefaclor
capsules and suspensions. Recently, Ranbaxy Laboratories has been awarded the U.S. Food and
Drugs Administration approval for four key anti-infective products, representing nine
formulations. Thus, Ranbaxy has resorted to a strategy of combining R&D with marketing to
introduce drugs through a reengineering route. These partnerships simultaneously helped the
company enhance its products base and its market share in the U.S.
After years of making low-cost products that were exported to developed markets, often
repackaged with known international names, some EMCs are now investing in their own brands.
The 2008 Beijing Olympics was doubtless to be a gloriously defining moment for China—an
international image blast. The highest-profile examples of China's emerging brand power are
home appliance maker Qingdao Haier, telecoms equipment makers Huawei Technologies and
Zhongxing Telecom (ZTE) and cell phone maker Konka Group. These companies are in the
vanguard of China's growing number of powerful brands and are often mentioned as global
rising brands.
Some EMCs such as Lenovo, the Chinese computer maker, choose to avoid the
expensive and time-consuming process of building their own name-brands and instead, buy
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established Western brands and remake them. Lenovo Group used a different growth trajectory,
which used the Original Design Manufacturing (ODM) model after having served as an Original
Equipment Manufacturing (OEM) supplier for IBM for a number of years. While following the
OEM model, manufacturing activities were not only the driving force for Lenovo but also the
economic precondition for technological investment and learning, such that these manufacturing
activities could generate and support the development of technological capacity. This phase of
the manufacturing process was characterized by learning-by-doing for Lenovo. It played a
significant role especially when Lenovo lacked the needed technologies or skills to develop or
produce the product. In the newer ODM model, IBM first provided Lenovo with a set of product
ideas and concepts. Lenovo, in turn, designed the system, sourced the components, and build a
product prototype according to these concepts. Thus, Lenovo was able to execute its own designs
and technological capabilities which involved a process of learning-for-doing unlike the one it
performed earlier. At this stage, learning was not only a by-product of manufacturing, but also an
activity that was deliberately embedded in the R&D function of the EMC. Finally, Lenovo
Group made waves in 2007 by buying IBM's $11 billion PC business. Thus, Lenovo’s
competitiveness is based not only its own internal capabilities, but increasing effectiveness with
which it could gain access and utilize different sources of technological knowledge and
capabilities beyond its firm-specific boundaries.
According to endogenous growth theory (Grossman & Helpman, 1995), success of
foreign expansion activities is dependent on their technological competitiveness, which in turn is
dependent on their level of innovative activities. Buckley and Casson (1976) found technology to
be an important factor in determining product mobility across national boundaries. Technological
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resources and capabilities can be a source of long-term competitive advantage for firms,
especially in foreign markets (Alvarez & Barney, 2004; Anand & Kogut, 1997). These
capabilities translate tangible and intangible resources of the firm into new innovative products
and technologies and thereby enhance the firm’s competitiveness (Buckley & Casson, 1976;
Morck & Bernard, 1991). In fact, many firms invest in R&D with the specific purpose of
innovating for the foreign markets (Kuemmerle, 1999). Thus, in the past, several scholars have
found a positive links between the technological capabilities and success of foreign expansion
activities (Cooper & Kleinschmidt, 1995 ; Sim & Pandian, 2003; Tallman & Fladmoe-Lindquist,
2002).
However, the EMCs studied here are neither born with such technological
competitiveness nor does their institutional environment supportive for instant enhancement of
such technological capabilities. Therefore, these EMCs continue to pursue selective strategic
partnerships with companies that will allow them to expand their product and service portfolio,
and acquire additional skills that are valued by both their price-conscious domestic clients and
quality-conscious developed nation clients. Such a strategy allows them to strengthen their
relationships with clients and thus realize higher revenues from them. In pursuing strategic
partnerships, EMCs tend to focus on developed nation companies where they can leverage
domain expertise and specific skill sets, and where a significant portion of the work can be
moved offshore to their respective home nations to leverage the home nation low cost offshore
delivery model and realize higher margins. Hence it is proposed:
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Proposition 7: An EMC’s strategic partnerships with developed nation firms have a positive
relationship with its foreign expansion in a developed nation.

Building Competitive Advantage in the Developed Nations
It is clear from these case studies that the sole existence of distinct resources in the EMC does
not determine its success. Instead, these firms have to first forge distinctive capabilities in the
difficult circumstances of their home market and then master the art of transferring their business
DNAs: the core skills and supporting organizational culture that help them to make money,
reliably, in diverse markets. In order to survive in home countries, EMCs must meet the
challenge of serving the hard-to-reach, price-sensitive consumers who typically have more
stringent requirement than their counterparts in the developed world. Furthermore, when these
firms expand to developed nations, they need transferable, distinctive capabilities such as an
efficient back-office operation to drive down the cost of transaction so that local competitors
cannot replicate their strategies. In order to sell their products to the developed nation customers
they need to tap into markets that have been ignored by local MNCs. In order to understand the
impact of various strategies used by the EMCs to enhance their competitive advantage in
developed nations, the final anchor of our theory discussion is Building Competitive Advantage
in the Developed Nations.
One prominent feature in this sample of successful EMCs is their capacity to envision a
global market for their products well before they achieve the scale needed and their ability to
move their business relentlessly up the value curve. For Instance, Ranbaxy, an Indian
pharmaceutical firm, has pursued the path of innovation by significant investments in its
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Research and Development. It gained a strong foothold in other underdeveloped and developing
nations before entering the U.S. market. Ranbaxy may rank only No. fourteenth in the $28
billion U.S. market for prescription generic drugs, but it is a leader in nations like Nigeria and
Brazil. Along with snapping up smaller generic drug makers in Belgium, Italy, and Romania, it
has earned goodwill by being one of the biggest suppliers of $1-a-day generic AIDS treatments
to Africa at cost, and hopes to have its own new malaria drug on the market. Currently, it has 58
generic medicines pending U.S. Food & Drug Administration approval, including a version of
the anti-cholesterol drug Lipitor. Ranbaxy's pipeline is the second-biggest in the generic
industry. Thus, the EMC has successfully expanded internationally, on the one hand, by
leveraging various resources and strengthening its internal R&D capabilities to innovate (supply
side dynamics) and on the other hand, by successfully finding a niche in the generic drugs
industry (demand side dynamics).
Similarly, Mahindra & Mahindra realized that it could enter some niche markets in the
United States. Many baby boomers have retired from stressful urban lives and become hobby
farmers by buying several acres of land. These farmers needed only a small tractor to till the soil.
From 2000 to 2005, M&M captured a 6-20% market share of the U.S. market by competing in
the under-70 hp tractor market crowded by companies such as John Deere, New Holland, Agco,
and Kubota Tractor. The U.S. maker John Deere has been significantly threatened by this EMC
such that in 2004 a John Deere dealer advertisement promised a $1500 rebate to every consumer
who traded an M&M for a John Deere. The company’s competitive advantage comes from its
ability to manufacture these tractors at relatively low cost in both China and India.
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In order to be competitive in both the domestic and global market, the design competency
of the EMCs has become an important factor for national creativity. To support the country's
increasing determination to reduce reliance on foreign vendors, government-backed Konka
started its journey of independent innovation and foreign expansion. Commonly known as the
heart of color TV sets, micro control unit (MCU) is a chip that controls all functions of a color
TV set. Most of Chinese television producers still have to depend on imported MCUs to make
their color TV sets. However, to reduce their dependence on imported ones, Konka Group,
successfully developed a MCU that could be applied to the production of color TV sets. In order
to facilitate this new product development, the company set up a lab in the Silicon Valley in the
United States, which helped to greatly improve the company's technological innovation capacity.
The MCU developed by Konka has powerful functions and great memory, is easily updated by
software, and is also 20% lower than foreign ones in terms of cost (supply side dynamics). The
company has also taken a proactive position in the digital TV industrial chain by inviting
software development and planning talents from across the world in order to develop software
for digital TVs. By focusing on maximizing its production scale under the prerequisite of
profitability, Konka has preceded its Chinese counterparts to launch a 3G mobile phone strategy.
Thus, with its acute insight into the market backed by constant innovation, the company has
transitioned from the traditional black home appliances maker in China into a multinational
company dealing in white home electrical appliances market (demand side dynamics). Similarly,
Huawei is spending heavily on research and development to take on industry leader Cisco
Systems (CSCO) in the global market for routers and other telecom gear. So far it has made great
strides in developing countries, and is going after more developed markets such as Western
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Europe. Besides undercutting Western rivals' prices by 20% to 50%, Huawei is adept at
designing equipment appropriate for developing nations.
One of the crucial factors in the success of EMCs has been their commitment to pursue
the highest quality standards in all aspects of their business. SEI-CMM is widely accepted in the
software industry as a standard to measure the maturity and effectiveness of software processes.
In January 1999, Wipro was assessed at SEI-CMM Level 5, the highest level of quality
certification, making it the first IT services provider in the world to achieve this standard. The
company also pioneered the application of LEAN thinking in software services and support
transactions9. Due to its continuous attempts to enhance and maintain its high quality standards,
Wipro has been acknowledged as a leading offshore provider of technology services by Gartner,
Forrester and other leading research and advisory firms. It is the only Indian company to be
ranked among the Top 10 Global Outsourcing Providers in the International Association of
Outsourcing Professionals – Fortune Global 100 listings, and is also the winner of NASSCOM’s
Technology Innovation Award 2005. These international recognitions have provided Wipro a
designation of an international brand that is a market leader committed to high quality standards.
In the past, it has been assumed that the institutional weakness in intellectual property is
reflected in small number of patents the EMCs hold. However, this study suggests a reversing
trend of fast-developing R&D talent by these EMCs. For instance, ZTE has established 16 R&D
centers and Institutes across North America, Europe, and Asia. The EMC has standardized its
R&D processes, shortened R&D periods, reduced costs, optimized design flows and guaranteed
the performance of new products. At the beginning of the century the company applied for about
12,000 national or international patents, 90% of which were innovation patents. In 2000, ZTE
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launched the world's first CDMA mobile phone with detachable SIM card. In 2004, the company
launched the world's first CDMA-based digital trunking technology - GoTa (Global open
Trunking architecture system), which included many technologies based on ZTE-owned
intellectual property25.
Finally, when analyzing the foreign expansion of these EMCs in developed nations, case
studies show that EMCs move up the value chain, selling branded products or offering solutions
to niche segments. For example, the Indian information technology service providers studied
here are doing something similar. After establishing themselves as reliable providers of IT
services in North America, they moved into Latin America and Asia. By setting up operations in
developing countries such as China and Russia, they have started exploiting the large pools of
talent in those countries. On the other hand, by acquiring small consulting firms in the United
States and Europe, they have enhanced their ability to develop high-end solutions for customers.
Thus, they simultaneously use the exploration and exploitation approach to enhance their
capabilities in various nations26.
The notion that EMCs can act as institutional entrepreneurs suggests that, rather than
simply reacting to the institutional distance they encounter, some EMCs have the capacity to
overcome or reduce institutional distance. One of the ways in which they can do this is by
creating institutional change by building bridging institutions that straddle two distinct
organizational fields in the host country, in a way that is similar to bridging institutions they have
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previously created in their home country. About two decades ago Kodama (1992) suggested that
the breakthrough approach alone is not sufficient to ensure corporate success, as its focus is too
narrow. Technology fusion is critical, as many advances utilize multiple technologies that can
cross several industries. Technology fusion is market driven, nonlinear, and complementary, and
its use can create innovative products. It blends incremental technical improvements from
several previously separate fields of technology to create products that revolutionize markets.
Thus, technology fusion helped to drive much of Japan’s success in product and process
innovation.
The observation from EMCs studied here asserts that Kodama’s concept of ‘technology
fusion’ is still critical for EMCs’ success. In this type of institutional entrepreneurship, the EMCs
experience and skill at bridging distinct fields in their home context is applied in the developed
nations, their host country. Thus, while some MNCs may choose not to enter a particular market
because of the institutional distance between the home and host countries (as suggested in the
existing literature), these EMCs actually opt to develop strategies to overcome institutional
distance. This study suggests that when the EMCs enter developed nation markets, they tend to
avoid head-to-head competition with incumbents; instead, they focus on niche opportunities that
allow them to capitalize on their existing strengths. This approach helps EMCs to gradually build
their capabilities even as they learn how to operate in developed markets. Furthermore, these
companies move up the value chain, selling branded products or offering solutions to these niche
segments. Hence it is proposed:
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Proposition 8: An EMC’s ability to simultaneously find new market niches (demand side) and
capabilities to innovate (supply side) has a positive relationship with an EMC’s competitive
advantage in developed nations.

Dynamic Theory of Foreign Expansion of EMCs to Developed Nations
In the literature review section, we raised the question of whether the internationalization of
emerging market firms requires a completely new explanation, or whether existing theories are
sufficient. As observed from the results of this dissertation, it is clear that the ownershiplocation-internalization (OLI) paradigm (1980, 1988, 2006) may apply well to the foreign
expansion of EMCs. However, it may not be sufficient. Similarly, the incremental process or
Uppsala model of internationalization (Johanson & Vahlne, 1977) may apply to only a sub-set of
EMCs. Others, such as entrepreneurial Indian IT firms or consumer electronics makers and home
appliance companies, appear to have gone through the evolutionary process much more quickly
than their developed market counterparts. As found in some recent studies (Buckley, Clegg,
Cross, Liu, Voss, & Zheng, 2007; Mathews, 2006; Mathews & Zander, 2007), these case studies
also suggest that the foreign expansion of EMCs has been characterized by accelerated
internationalization. Thus confirming that the foreign expansion of EMCs to developed nations is
very rapid and very different from that of the conventional MNCs, and also from that of the
developing country MNCs in the 1960s (Japanese) and 1970s (Koreans). Firms from these case
studies -- Lenovo, Satyam, and ZTE -- defy the conventional view of incremental
internationalization, as proposed by the Uppsala school (Johanson & Vahlne, 1977).
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Having highlighted the limitations of the prior theories in this section we discuss a
dynamic theory to explain the foreign expansion of EMCs. The theoretical framework, as shown
in figure 21, explains the links between the anchors and theory building explained earlier.
Figure 21: Dynamic Theory of Foreign Expansion of EMCs to Developed Nations

International management research suggests that, in addition to the normal hazards of
initiating a new business, foreign expansion incurs the additional obstacles of “liabilities of
foreignness” because of cultural unfamiliarity and imperfect knowledge (Caves & Porter, 1977)
or lack of legitimacy (Kostova & Zaheer, 1999). From a resource based perspective, EMCs were
(and are) supposed to have weaker technology, capital, marketing, and management (Lall, 1983;
Wells, 1983); have home markets with insufficient competition because of a number of
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government regulatory mechanisms (Kumar & McLeod, 1981); enjoy a smaller scale; tend to be
younger or recently privatized; and possess management capabilities and decision-making
processes that are not fully developed (Lyles & Baird, 1994). Due to lack of international
experience and recognized brand names, their search for legitimacy in the international context
and resources in the marketplace is stronger (Hitt, Dacin, Levitas, Arregle, & Borza, 2000).
Despite progress, emerging countries have weaker institutions, IP protection, commercial laws,
and labor and capital markets that are relatively inefficient. Many have opaque or capricious
regulations, corruption, and political risk (Luo & Tung, 2007). Managers are often less
technically specialized or internationally experienced than their advanced nation counterparts
(Tung, 1994).
In spite of these challenges, several EMCs have come up with organizational and
strategic innovations that more than compensate for their lack of technical and managerial
capabilities. Institutional theory provides a strong lens to explain the foreign expansion of EMCs
to developed nations. As observed in this study, the same harsh environmental conditions at
home -- such as a weak institutional context, demanding yet price-sensitive consumers, and
challenging distribution networks -- instead of acting as impediments, have helped EMCs that
‘licked the dirt’ to develop unique competencies, to be later used to compete successfully in
foreign markets.
These EMCs have had considerable experience with their relationships (local joint
venture, OEM/ODM supply chain partner) with developed economy MNCs, institutes of higher
education, industry associations. Such relationships have helped these EMCs to learn the
technology as well as advanced management skills, and thus enabled them to build their
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competitive advantage in home markets. From a resource perspective, the foreign expansion of
EMCs is not based on the possession of overwhelming domestic assets which can be exploited
abroad - as has been common with conventional MNEs. Rather, their international expansion has
been undertaken as much to search for new resources to underpin new strategic options as it has
been to exploit existing resources. The EMCs have to expand quickly, to consolidate gains that
are fleetingly won. Thus providing a rationale as to why EMCs tend to rely on partnerships and
joint ventures, or take advantage of geographical proximity and use R&D labs as listening posts
to monitor new developments in their major product lines.
It has been observed that the EMCs have been focusing on growth, even if this means
lower profitability (Aulakh, 2007). A possible explanation is because the government (in the case
of China) and owners (in the case of India) are not necessarily short-term focused investors.
These EMCs have pursued a set of innovative strategies that has led to compelling competitive
advantages that they are leveraging in various ways to pursue global growth. By focusing on
growth, they attempt to add new customers (demand side dynamics) and continuously seek for
new growth engines by adding new product and service lines and by investing in new technology
and intellectual property (supply side dynamics). EMCs seem to strengthen their positions as
leading global firms in developed nations by successfully differentiating their product and
service offerings and increasing the scale of their operations. To achieve these goals, they have
been increasing business from existing and new clients, expanding geographically, continuing to
invest in infrastructure and employees, continuing to enhance their product mix and continuing
to develop deep industry knowledge. They combine their cash-rich positions and knowledge
gained through various strategic partnerships with developed nation firms to understand their
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clients' needs and to develop technologies to provide high value, and quality products and
services. By operating on a model focused on producing where it is most cost effective to
produce, and selling where it is most profitable to sell, these EMCs have rationalized their value
chain, to maximize their competitive advantage in both their home markets and developed
nations.
Thus, as shown in Figure 21, the process of foreign expansion of EMCs is very dynamic.
The core strength of these EMCs comes from their ability to ‘lick the dirt in the home market’.
The constant threat of the institutional uncertainties in the home environment and their long-term
orientation and has enabled these EMCs to enhance their financial standing over the years. The
knowledge and experience gained through their relationships with the MNCs in the home
nations, combined with their cash-rich positions, enables them to enter into partnerships and
sometimes even acquire firms from developed nations. These new relationships with the
developed nation firms enable the EMCs to either acquire new resources or enhance their
existing resources to match their needs in the developed nations. The various technologies that
encompass product, process, and market knowledge enable these EMCs to cater to their niches in
the developed nation markets. Thus, the relationships between the key anchors - licking the dirt
in the home market, cash rich positions, and strategic partnerships with the developed nation
firms - explains the dynamics of foreign expansion of EMCs into developed nations.
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CHAPTER 6
CONCLUSIONS AND FUTURE RESEARCH

This chapter provides the contributions of the study and identifies the managerial and theoretical
implications of the findings of this study. Finally, we identify some limitations of this study and
suggest potential avenues for future research.

Theoretical Contributions
This dissertation posits an ontological and epistemological break from the existing international
management literature. Ontologically, instead of either ignoring EMCs or treating them as
passive, docile objects, this study highlights the emergence of EMCs and regards them as active
participants in the global marketplace. Epistemologically, this research proposes an opportunity
for a contribution by combining resource-based theories (including learning theories) and
institutional theory when examining firms that seek to expand to developed nations that have
significantly different institutional environments than their home nations. Methodologically, this
dissertation uses insights from multiple in-depth case-studies to understand the foreign expansion
strategies of the EMCs from two leading emerging nations, China and India. Applying this
exploratory approach to the emerging theme of foreign expansion of EMCs provides interesting
insights to facts that currently exist only in the popular press. The analysis of the semantic
networks of the sixteen EMCs, and factor analysis thereof, suggests that although these
companies employ different strategies and are at different stages of globalization, they share a
strong ambition to grow globally. In order to compete successfully in foreign markets, EMCs
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need a clear strategy and organizational confidence as well as a passion for learning to become a
global player.
Using an inductive approach we identified the specific factors that enhance the
competitive advantage of EMCs when expanding in developed nations. As identified in the
results section some aspects of the institutional environments are different in India and China,
suggesting that examining the impact of these different institutional environments is critical to
the applicability of institutional theory to the EMCs. Hence, wherever possible we investigated
the impact the various institutional factors have on these EMCs in order to understand how the
EMCs react to their hostile institutional environments. By using a multiple nation sample, this
dissertation captures both the differences and similarities in two different emerging nations, thus
reaching more generalizable conclusions compared to some prior studies that are based on a
single emerging nation sample (Buckley, Clegg, Cross, Liu, Voss, & Zheng, 2007; Chittoor,
Ray, & Sarkar; Khanna & Palepu, 2006).
Furthermore, the study highlights the importance of institutional change in emerging
economies and the role that EMCs play with other social agents in responding to and
contributing towards this change. The emerging strategic context in the new institutional
environment implies that a firm’s resource portfolio and capabilities derived from it will impose
significant impacts on its strategic competitiveness. It is emphasized that the EMCs’ ability to
‘lick the dirt’ enables them to survive and grow in the hostile institutional environments of their
home nation. Moreover, since the sample includes a mix of both service and manufacturing firms
representing multiple industries, the results of this study provide robust comparisons of the
different strategies used by firms in the different industry and country level contexts.
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The observations suggest that today EMCs are expanding in developed nations in greater
numbers than ever before and faster than ever before. Therefore, foreign expansion theories that
can provide practical guidance to firms are more critical than ever before. Based on the analysis
of these cases we find that the conclusions of the past theories are not completely applicable to
explain the behavior of EMCs. Hence, we identify some significant anchors for future theory
building and, propose a dynamic theory for foreign expansion of EMCs.
This research also contributes to extant literature in several ways. First, there is not much
empirical research on the foreign expansion of EMCs. A few existing studies that attempt to
explain this phenomenon are based solely on the use of financial measures (Contractor, Kumar,
& Kundu, 2007; Gaur & Kumar, 2008), thus providing only a partial explanation to the entire
phenomenon. This study uses a historical and in-depth study design to completely understand the
phenomenon of foreign expansion of EMCs. Second, EMCs are often viewed as lacking the
traditional resources and ownership-specific advantages needed to compete effectively in foreign
markets (Gaur & Kumar, 2008; Hitt, Dacin, Levitas, Arregle, & Borza, 2000). In this study, we
highlighted the importance of the cash-rich positions and strategic partnerships by EMCs to
enhance their competitive advantage to enter into developed nation markets and overcome the
resource dearth that these EMCs are known to be born with. Third, previous studies have argued
that the most aspiring multinationals from developing countries typically enter the global
marketplace at the bottom of the value chain and their subsidiaries largely depend on the home
country’s expertise extending the best business practice from the parent company (Bartlett &
Goshal, 2000). However, this study provides evidence that the EMCs consider investing in
upstream activities when entering developed nations which contributes to their learning
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experience. In their direct or indirect interaction with firms from developed countries, EMCs
collect individual, firm, and industry-based knowledge that is beneficial for them in playing
catch up with the process of foreign expansion. Thus, this study provides a starting point to
refute some conventional theories, wisdom from which is applicable only to developed country
MNCs. The proposed dynamic theory based on the anchors to theory development identified in
the previous chapter, a major theoretical contribution to of this dissertation, provides some new
lenses that can be used for future research on the phenomenon of foreign expansion of EMCs.

Methodological Contributions
This dissertation makes some significant contributions to the research methods used in
management studies. First, we used a case-based research method with historical data covering a
span of 59 years to understand the foreign expansion of EMCs. Using multiple sources of data
for 16 cases from two major emerging nations as a part of the study design serves as important
supplementary sources for understanding events and the phenomenon, and as a means of gaining
additional perspectives on key issues (Miles & Huberman, 1994). The triangulation approach
provides substantial insight to answer the research questions outlined in the early part of the
dissertation (Eisenhardt, 1989; Patton, 2002).
Further, using CRA offers an opportunity to produce meaningful abstractions of
information generated from various sources, representing their main concepts and their
interrelationships. This type of analysis offers advantages in terms of both theory and execution.
An obvious practical advantage is the ability to analyze a large corpus of documents (in this case,
28626 data points). More important, in contrast to traditional content analysis, in this case the
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researcher does not specify the categories or words to be sought in the text. Thus, this approach
avoids the researcher bias in the form of predetermined coding categories. Instead, word
associations that are most important to the meaning of a text are identified by decision rules
based on centering theory, and by mathematical procedures based on network analysis (Murphy,
2009). Thus, providing an understanding of meaningful relationship in which words are not
interpreted singly but rather “relative to their place in the overall network of relations among the
most influential terms” (McPhee, Corman, & Dooley, 2002, p. 278). In addition, unlike some
other traditional category-based content analysis, when using CRA, the notion of context (in this
case, the institutional lens) is built into the research method itself, such that, frames are never
reduced to “simple researcher-designated labels” (Kosiki, 1993, p. 112). Thus, this dissertation
introduces a novel combination of multiple in-depth case studies, using historical data, analyzed
using a computerized content analysis tool and facilitated by CRA - all used to explain a
longitudinal phenomenon, foreign expansion of EMCs.

Managerial Implications
Prior research suggests the motivations for internationalization include economies of scale and
scope, increasing market power, knowledge enhancements leading to stronger capabilities and
innovation and exploiting entrepreneurial opportunities (Barkema & Vermeulen, 1998; Hitt,
Hoskisson, & Kim, 1997; Lu & Beamish, 2001; Vermeulen & Barkema, 2001). Despite these
arguments and the underlying research, until now there has been little knowledge of the specific
resources on which foreign expansion of an EMC is based and how the various factors facilitate
the expansion to developed nations. This study provides an elaborate discussion of the foreign
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expansion strategies of EMCs by outlining the various factors that guide their foreign expansion
strategies. The results of the study highlight that managers need to understand what their firm’s
market and non-market competencies are, whether they are players in an industry with low or
high government intervention, and what the institutional environment is. They need to identify
the various institutional agents and build on their relationships with these agents to survive the
rough institutional environment of their home nations. If they fail to enhance their innovation
abilities through endogenous resources, they should evaluate the possibilities of entering into
strategic partnerships. These partnerships can also help them surmount the liability of
foreignness and help overcome potential hurdles due to lack of international experiences. Finally,
the results suggest that EMCs must use a diversification strategy to not only enhance their cash
rich positions but also to breed innovations and reduce risks arising out of reliance on one single
industry.
The dissertation also provides insights to the question, ‘How can Western multinationals
respond to the EMCs expanding into their markets?’ The first step is to begin respecting the new
competition. In other words, the MNCs need to be vigilant and accept the power of these
growing EMCs. In order to maintain their competitive advantage, among other things, boosting
R&D in higher-end products for customers in the U.S. and other developed nation markets is the
key. Further, these MNCs can also initiate strategic partnerships with the EMCs not only to hold
their stance in developed markets but also to avail themselves of resources in the emerging
nations. By pooling resources, both EMCs and MNCs can optimize their value chain and benefit
both, in the developed and emerging nations. The western MNCs that are facing the current
economic crisis in the U.S. market have an important lesson to learn from the various strategies
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used by EMCs to ‘lick the dirt’ in their institutional environments. Finally, lessons learnt from
this study can assist both MNC and EMC managers in their strategic decision making processes
and to efficiently utilize their scarce global resources to optimize their overall firm performance.

Research Limitations and Potential Future Research Avenues
Future research can address the limitations of this study. First, although the empirical setting of
this study is based on two major emerging nations, India and China, future studies should
incorporate more nations to enhance the generalizability of the findings to other emerging
economies. Even though the theoretical arguments proposed in this dissertation are context free
and should apply to several other emerging economies where firms enjoy network-based and
relationship-based advantages, it would be good to empirically validate these arguments in
replicable settings like other upcoming emerging economies, for example, Brazil and Russia.
The current study uses multiple cases and does an in-depth analysis of the publicly available
information about the EMC; nevertheless, understanding this phenomenon by talking to the
EMCs themselves may provide a deeper understanding. A follow-up study can use an in-depth
survey method to interview the key decision makers at these EMCs to understand their
underlying rationale for the various strategies used by EMCs as identified in this study.
Furthermore, it will be meaningful to empirically test the propositions made in this dissertation
by using a large sample of EMCs representing multiple nations and multiple industries. This can
be done by using a structured survey method that can be mailed or emailed to multiple
executives in different EMCs. The themes identified through the factor analysis can be used to
guide the development of the survey instrument. For instance, as identified by the factor analysis
123

various questions that can explain the ‘lick the dirt’ phenomenon of EMCs can be incorporated
into the survey. This could include questions regarding the relationship of the EMCs with the
various social agents and the motivations for such relationships. Furthermore, this survey could
also include questions that differentiate the product, process, and managerial innovations of these
EMCs. Such a distinction will allow us to further understand what innovations lead to the EMCs’
success in developed nations. In the future, researchers can also attempt to understand foreign
expansion by focusing on the level of the products, or industry level analysis (service oriented
vs. manufacturing oriented) to add to the list of anchors proposed in this dissertation. It would
also be interesting to study how EMCs launch innovative products to build their brand image in
order to overcome the “liability of emerging origin”, as termed by Bartlett & Goshal (2000), in
international markets. Future researchers need to explore how the various organizational
capabilities influence EMCs’ choices of mode of entry into developed and developing countries.
Thus, this dissertation provides a beginning point to explore a Pandora’s Box named ‘Foreign
Expansion of EMCs’.
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