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Internationalization of Emerging Economies

Due to their consistent successful international expansion, emerging
economy firms have continually attracted the attention of international
business scholars. They face them with a plethora of challenges as exist-
ing international business theories, developed overtime in the Western
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context, often inevitably fail to explain how emerging economy firms
internationalise and what accounts for their successful foreign opera-
tions. While emerging economies were in the past seen as markets and/
or providers of resources targeted by expansion and opportunistic driven
Western firms, present-day multinationals from emerging economies
have become their contestants in multiple fields and industries world-
wide. Besides, digitalisation, provide opportunities for firms, more impor-
tantly small companies, regardless of their origin, compete successfully in
the world marketplace where many small and medium-sized firms from
emerging economies have established their international presence.
Multinational firms form the BRICS countries—Brazil, Russia,
India, China and South Africa—as well as the Next 11 nations, namely
Bangladesh, Egypt, Indonesia, Iran, Mexico, Nigeria, Pakistan, Philippines,
South Korea, Turkey and Vietham among numerous others have already
gained recognition as leaders or challengers in their industries worldwide.
Indian companies started sluggish internationalisation in the 1970s,
activated the process in 1990s and in the early 2000s became marked
a surge period of international activities causing upgrading of India’s
international competitive advantages in inexpensively provided tech-
nical expertise and knowledge built over the preceding decades of pil-
ing international experience (Ramamurti and Singh 2009). Research
on multinational companies from Latin America is an emerging area
(Casanova 2009), with an emphasis on Brazil (Fleury and Fleury
2011). Their international activities and research intent have taken an
essentially regional position. Yet truly balancing the theoretical impli-
cations of international expansion and institutional influence are to
be fully addressed (Lopez-Morales 2018). Russian geopolitical influ-
ence, abundance in natural endowments and government support
have put Russian multinationals as important players in the global
arena (McCarthy et al. 2009; Panibratov 2012). Least research seems
to be the internationalisation of firms from South Africa (Matthee and
Krugell 2012). Though most researched the internationalisation of
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School of Marketing and Communication, University of Vaasa,
Vaasa, Finland
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Chinese firms in comparison with all other emerging economy contexts
(see e.g., Alon etal. 2018) the second part of this book is deducted to
the newest developments of their internationalisation.

The unit of analysis of research on emerging economies has a macro
or country level perspective investigating the dynamically changing
contexts of these world spread environments (Marinov and Marinova
2012). Extant studies investigating the internationalisation of emerg-
ing economy firms take mostly a micro perspective exploring a broad
number of issues ranging from home government support emerging
economy firms are provided in the process of their internationalisation
(e.g., Wang et al. 2012), to country-and firm-specific advantages/disad-
vantages impacting their foreign operations (e.g., Child and Rodrigues
2005; Marinova et al. 2011). Many emerging economy firms lack assets,
hence resource-based advantages for internationalisation in developed
economies. To develop successful international operations in other
emerging economies, when there are environmental and institutional
similarities from home and host country perspectives (e.g., Cuervo-
Cazurra and Genc 2008) does not represent a challenge in emerging
economy settings, characterised by weak host country infrastructures
and institutional fields. These specifics pressure emerging economy
firms to internationalise embarking on a quest of predominately valu-
able assets, as well as technological and managerial knowhow assisted
by informal social networks (Yaprak etal. 2018). Gaining knowledge
via learning from advanced economy markets, is not only a powerful
motivator for emerging economy firms to internationalise in devel-
oped economy contexts, but also impacts the choice of entry modes of
emerging economy firms in those contexts (Jonsson 2017).

Particular cases are the small and medium-sized enterprises (SME) of
emerging economy firms in general and more importantly those from
less developed countries. For example, a case study on a Ghanaian tex-
tile SME (Kujala and Tornroos 2018) implies that a combination of
effectuation approach and networking may be necessary for the inter-
nationalisation of SMEs from emerging economies, especially the ones
having severe resource constraints and lack of expertise in foreign oper-
ations. Research publications suggest that SMEs from emerging econ-
omies exhibit increasing international activities (e.g., Jormanainen
and Koveshnikov 2012). Family firms often use their social contacts to
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speed up their internationalisation and compensate for lack of institu-
tional support (e.g., Miller et al. 2009; Marinova and Marinov 2017).

Overall, research evidence shows that the internationalisation of
emerging economy firms, regardless of size and other specifics exhibit
substantial differences from the internationalisation patterns demon-
strated by developed economy firms. Consequently, the purpose of this
volume to address the current developments in the internationalisation
of emerging economy firms is beneficial.

There are significant dissimilarities among various emerging econo-
mies due to variety of reasons such as historical and cultural diversities
and geographical variabilities, to add also striking contrasts within these
countries concerning super rich and extreme poverty (Leposky et al.
2016). As poor consumers make the majority of the markets of many
emerging economies, research at the Bottom-of-the-Pyramid (BoP)
has received growing attention since Prahalad (2004) coined the term
and highlighted the vast, untapped market of people living below the
poverty line, still representing a consumer base. In international busi-
ness, the BoP markets are often regarded as recipients of aid. However,
there is evidence that resource scarcity can be a source of innovativeness.
Understanding the BoP market needs can be beneficial for emerging
economy firms in meeting the needs of a huge part of the population in
emerging market contexts (Simanis and Hart 2009). Consequently, it
is important to consider the BoP market effect to understand how and
why emerging economy firms internationalise and compete in markets
with such characteristics.

Recent Developments of Emerging Economies
and Their Firms

The World Economic Forum that took place in Davos in 2018 revealed
that eighteen emerging economies worldwide had demonstrated con-
sistent  spectacular long-run macroeconomic indicators mostly in
terms of per capita gross domestic product growth of above 3.5%
per year over a 50-year or at least 5% per year over a 20-year period.
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These indicators had a positive impact on the economies of these coun-
tries simultaneously changing the fabrics of their home markets. Apart
from China, Malaysia and South Korea these economies include the
new fast advancing economies of India and Vietnam as well as Ethiopia
and Uzbekistan.

The constantly increasing international competitiveness of the emerg-
ing economy firms originating from these countries have largely con-
tributed to the above stated success. For example, by 2017 the Chinese
phone manufacturer Transsion turned out to be the most important
brand of smart and feature phones in the whole of Africa producing
affordable handsets letting clients in African countries avoiding high
cost when calling someone who uses a different mobile provider.

According to McKinsey Global Institute analysing the long-term
performance growth of emerging economies and their firms emerging
economies are a very influential locomotive securing growth for the
world economy in the last fifty years. With China and India in the lead,
all emerging economies brought practically two-thirds of the world’s
GDP growth in the period 2002-2017. Nevertheless, the economic
performance in the group of emerging economies differs extensively.
Despite the fact that many such countries have achieved commanding
and lasting long-term advancement, others have grown less powerfully
and little by little (Woetzel et al. 2018).

The Chinese Perspective

China and Chinese multinationals are the most researched emerging
economy and its firms (see e.g., Deng 2012). The World Investment
Report (2018) shows that in terms of foreign direct investment (FDI)
inflows, in 2017 China was the second largest recipient in the world
after the United States, while government policies clamping down on
EDI outflows resulted in China falling behind the United States and
Japan, showing a decrease for the first time since 2003. Yet, even with
the late decrease, Chinese FDI outflows are by far the largest originating
from a particular emerging economy.
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The paper by Buckley etal. (2007) was the first theoretically based
empirical publication of Chinese FDI having received the decade award
in 2018 of Journal of International Business Studies. In recent years, the
research on the internationalisation of Chinese firms has matured with
the appearance of review articles pulling together the fragmented lit-
erature produced thus far. Deng (2012) has made an early attempt at
organising the field dividing it in antecedents, processes and outcomes,
uncovering gaps in existing research mostly in the last two areas, inte-
grated by the understanding of how Chinese firms internationalise. The
study argues that even though researchers have covered extensively
the antecedents, theory building based on existing findings is yet in the
making.

Haasis and Liefner (2019) have found that the expansion of
research since Deng (2012) has already filled in numerous gaps iden-
tified by him, and fundamentals considering the overall understand-
ing of the process of the internationalisation of Chinese firms laid
down. Nevertheless, Haasis and Liefner (2019) argue that there is still
insufficient clarity concerning the capabilities and innovativeness of
Chinese firms, as well as the complex socio-political ramifications of
firms, industries, host countries and home government policies. Thus,
pronounced needs exist for research that will incorporate the Chinese
perspective and continue exploring the unique descriptors shaping the
internationalisation specifics of Chinese firms.

The recent review publications (e.g., Quer etal. 2015; Paul and
Benito 2017; Alon et al. 2018) reveal that most of the extant research
has focused on macro level, possibly explained by the strong influ-
ence institutions put forth on the internationalisation of China and
its firms. Authors have used the role of institutions to explain China’s
internationalisation rather than foreign expanding through strategic
entry abroad. Chinese firms are unique in that, that they are seeking
a strategically motivated exit from their home market characterised
by provincial boundaries causing fragmentation as well as by excessive
bureaucracy (Boisot and Meyer 2008). Thus, institutions play roles in
driving internationalisation and supporting it. Consequently, institu-
tional theory has been the most frequently used approach to analyse
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internationalisation of Chinese firms in general and outward Chinese
FDI in particular (Quer et al. 2015).

The institutional environment can account for the internation-
alisation of Chinese firms, especially via FDIs, which mostly target
resource rich countries with weak institutions (Kolstad and Wiig 2012).
Institutional support in internationalisation approaches, used in con-
junction with a multinational strategy and combined by a rapid speed
of internationalisation and experiential learning can offset environ-
mental uncertainty in turbulent or fractured host markets (Clegg et al.
2016) that Chinese firms often target. Special interest has been devoted
to Chinese investments in Africa, generating a “considerable con-
troversy” (Chen etal. 2018: 610). There are suggestions that Chinese
investments help sustaining weak or corrupt governments, which may
in turn lead to unsustainable human and material resource exploitation
and raise human rights issues (Allard 2012). Nonetheless, researchers
have found that Chinese investments raise income per capita (Donou-
Adonsou and Lim 2018) and increasing economic growth in the long-
run (Koomson-Abekah and Nwaba 2018) in the host countries offering
benefits to the local population and providing access to capital. The
relationship between China and African countries has not been uniform
over the years and the Chinese approach to investments in Africa has
varied (Kaplinsky and Morris 2012).

Numerous specifics need further attention in Chinese international-
isation. For example, innovation, which generally is a driving force of
Western born-global firms, is one of the key weaknesses in comparable
Chinese firms (Andersson etal. 2015). This implies that internation-
alising Chinese firms may possess capabilities providing firm-specific
advantages assisting their internationalisation process.

Further comparative studies covering internationalised Western firms
and their Chinese counterparts are needed to test the existing interna-
tionalisation theories and enrich research on China (Alon et al. 2018).
As Haasis and Liefner (2019) note, the future of research in the Chinese
context will be greatly influenced by the political decisions that the
Chinese government will enact, whether seeking stronger congruence
with market capitalism or drawing away from it. Buckley et al. (2018)
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have synthesised ideas for future research presenting a retrospective and
future research agenda on Chinese outward FDI.

The Content of This Volume

This volume addresses the current internationalisation issues that
emerging economy firms encounter taking a standpoint of universal
issues associated with the investigated phenomenon as well as taking a
Chinese perspective. Methodologically, the approaches used in the stud-
ies vary. The volume contains conceptual and empirical chapters, as well
as case studies and quantitative analyses.

The volume consists of two parts. The first part focuses on univer-
sal issues, which concern the internationalisation of emerging economy
firms and is comprised of four chapters. The second part presents the
specifics of the Chinese perspective and contains three chapters.

Motivated by the increasing interest for focusing research on address-
ing the grand challenges of modern society, Chapter 2 of the volume
reviews the literature on inclusive innovation from the perspective of
multinational firms as focal actors. In this chapter, the concept of inclu-
sive innovation, innovation integrating marginalised groups of people
into economic processes, is seen as a solution for otherwise excluded
members of our society to be integrated into certain aspects of innova-
tion. BoP markets in emerging economies are the most populous, but
also the poorest markets of economically and socially excluded people.
While poverty and social inequality are grand challenges for our society,
the chapter takes the stand that inclusive innovation initiatives led by
multinationals can be a part of a solution for the customers in the BoP
markets. Being interested both in fostering innovation and developing
new markets, multinational firms seem to have not only an intrinsic
motivation but also required resources for the development of inclusive
innovation at the BoPl.

Chapter 3 focuses on knowledge and behaviour, noting that no one
informed the dinosaurs that their thermal insulation could someday
be useful for another purpose, yet their feathers developed into wings.
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This example describes exaptation, the discovery of new uses for exist-
ing traits; complementary to adaptation. The former, which is similar
to opportunity recognition, and the latter, which follows environmen-
tal demands, are paths of knowledge utilisation. Following the notion
of exaptive repurposing of knowledge in the internationalisation pro-
cess, this chapter illustrates how internationalising emerging econo-
mies change the behaviour of firms from adaptive to exaptive, offering
a systematic theory to analyse the organisational behaviours in a vari-
ety of contexts. The chapter illustrates how a change from developed
to emerging locations demands new uses of existing knowledge. This
expansion creates further possibilities for additional growths to emerg-
ing economies. This process is particularly important since it illustrates
how firms from developed economies adopt behaviours similar to ones
of emerging economy firms, for instance attempts to cope with political
volatility. Such processes can take a long time. Therefore, the chapter
suggests that exaptation is an essential concept in understanding organ-
isational learning patterns in emerging economy contexts and those
capabilities learned in emerging economies can leverage further organi-
sational capabilities in other emerging economy locations.

Chapter 4 addresses the determinants of value creation by
multinational enterprises (MNEs) in relation to the largely neglected
research context of BoP markets. These markets exhibit significantly
different characteristics compared to the affluent developed or aspira-
tional markets in emerging economies. Dealing with a wide range of
diversity within a market where it is difficult to obtain reliable informa-
tion means that MNEs tend to face challenges upon entering such mar-
kets. Yet, the overall latent demand BoP markets possess should not be
ignored. Consequently, MNEs have demonstrated their willingness to
innovate market-specific approaches to cater to BoP needs. The chapter
applies the service-dominant logic in subsistence context and identifies
commitment to BoP markets, strategic corporate social responsibility,
and service quality as key firm-level determinants of effective service
marketing in BoP markets. Furthermore, social trust, technological out-
reach and performance orientation characteristics in targeted BoP mar-
kets appear to be key country-level determinants.
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