UNIVERSITY OF LEEDS

This is a repository copy of Emerging market multinationals’ international equity-based
entry mode strategies: review of theoretical foundations and future directions.

White Rose Research Online URL for this paper:
http://eprints.whiterose.ac.uk/124796/

Version: Accepted Version

Article:

Surdu, I, Mellahi, K and Glaister, KW orcid.org/0000-0003-1165-108X (2018) Emerging
market multinationals’ international equity-based entry mode strategies: review of
theoretical foundations and future directions. International Marketing Review, 35 (2). pp.
342-359. ISSN 0265-1335

https://doi.org/10.1108/IMR-10-2015-0228

© Emerald Publishing Limited 2018. This is an author produced version of a paper
published in International Marketing Review. Uploaded in accordance with the publisher's
self-archiving policy.

Reuse

Items deposited in White Rose Research Online are protected by copyright, with all rights reserved unless
indicated otherwise. They may be downloaded and/or printed for private study, or other acts as permitted by
national copyright laws. The publisher or other rights holders may allow further reproduction and re-use of
the full text version. This is indicated by the licence information on the White Rose Research Online record
for the item.

Takedown
If you consider content in White Rose Research Online to be in breach of UK law, please notify us by
emailing eprints@whiterose.ac.uk including the URL of the record and the reason for the withdrawal request.

eprints@whiterose.ac.uk
https://eprints.whiterose.ac.uk/



mailto:eprints@whiterose.ac.uk
https://eprints.whiterose.ac.uk/

Emerging market multinationals’ inter national equity-based entry
mode strategies: Review of theoretical foundations and future directions

I. Surdu
K. Mellahi
Keith W. Glaister

Abstract

Purpose: We examine the theories used to study the internatiogaltyébased entry mode
strategies of emerging market mutinationals (EMM%) the contribution of these studies to
extant lterature.

Design/methodology/approach: We conducted a systematic review of the lterature otal t
of 73 articles were identified from key management, mternational business and international
marketing journals published between 2000 and June 2015. Articlesanalysed according
to the theory(ies) used, thematic area, methodology, home/hattieostudied, and findings.
Findings: Despite the great interest around the topic of how tteceatents and outcomes of
EMMs’ international entry mode strategies may challenge and amend existeyiet the
findings that come out of this research mirror patternsreéden the entry mode lterature in
general. Whilst traditional perspectives such as mtsation theory and the OLI paradigm
remain prevalent, a growing number of studies draw orutistial theory and combine
muliple theoretical perspectives. Newer theories develgpedifically to study EMMs (e.qg.,
the springboard perspective) are used in only five studidsclaallenged to differentiate their
theoretical underpinnings from extant lterature. Overiad, theoretical contribution of EMM
studies is simply a change in emphasis from the rolarmofspecific factors toward the
inluence of home country institutions on entry mode exfges. \We conclude that the lterature
has only made tweaks at the edge of theories with no signif@fzamges to extant theorisatio ns
Originality/value: This is the first systematic review of the lteratuoeusing specifically on

the international equity-based entry mode strategiesMdfi€

Keywords: Emerging market frms, Entry mode strategies, Multi-tetioal perspectives,

Systematic review



I ntroduction

International entry mode strategies are central ¢ofdneign expansion of firms (Buckley,
2002; Chiao et al., 2010; Hennart and Slangen, 2014; Hitt et al., 2G8/&r Mt al., 2014
because they ardewed as a reflection afwltinational firms’ abiities to access foreign
markets, upgrade their knowledge and skils to develop effeathaeketing strategies,
demonstrate local responsiveness, and even launch theiglalval brandsin host markets
(Chiao et al,, 2010). Indeed, international mode of entry giateparticularly equity-based
modes of entry and their performance consequences areasitedtical issues nested within
the micro-context of international marketing (notably, BuckR002). In this paper, we review
the theoretical underpinnings of the lterature on thenatemal equity-based entry mode
strategies of emerging market muktinationals (ESjiublshed between 2000 and June 2015.
A review of EMMS international equity-based entry mode strategies titerais timely
and important. Itis timely because academics are pafiantion to EMMs following their
increased role in the global market (Chiao etal.,, 2010; Deng, 200%rd Tung, 2007; Meyer
et al, 2014). It is important because the method and abilityMdfidEEto commit resources
abroad may challenge the fundamental assumptions of tradlittheories (Chen and Chen,
2003; Deng, 2000 Sheth (2011) argues that)he rise of emerging markets is not only
inevitable, it wil have a disruptive impact on marketipgactice and theory as we know it
today” (p. 180). This has led some scholars to suggest that ENMy possess unique
characteristics from operating in planning oriented ingibal frameworks, comparatively
inactive capital markets and below par legal and regulat@tgutions, which requires at the
very least, a reassessment of extant internationalketmy and management theories
(Bonaglia et al., 2007; Buckley et al., 2012; Chen and Chen,; 20@003; Lin, 2010).
Others (Luo and Tung, 2007; Mathews, 2006) propose the development oftelymmav
theorisations by exploring the distinctive forces influegchow EMMs enter foreign markets.

This has led to confusion regarding the theorising of EMiMernational entry mode strategies
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and the potential contribution of these studies to intemat marketing research. Although
mode of entryis considered a key international marketing decision (Sheth, 2@ties and
Dikova, 2014), there are no comprehensive studies on the ttebritundations of this
literature for EMMs. We address this shortcoming in teealtire by examining the theories
that have been used to study EMNhternational equity-based entry mode strategies.

In undertaking our review, we focus on the following questidat theories have been
used to studly EMMs’ international entry mode strategies? Amdat specifically have we
learned about the entry mode strategies of multinatifimad that we were previously unaware
of? In so doing the paper wil identify some directions fordutresearch for scholars interested

in studying the international entry mode strategies of EMM

M ethodology

Boundaries of the review

Because the concept of emerging economies encompassege aanber of regions and
countries, we use the FTSE Global Equity Index, which gesvian objective categorisation
of emerging markets. Scholars have long argued that tdmmational entry mode strategy
namely the “institutional arrangement that makes possible the entry of a company’s products,
technology, human skills, management, or other resources into a foreign country” (Root, 1987,
p.5), is a key part of a fil; international marketing strategy (e.g., Anderson and Canghl
1987; Buckley, 2002; Chiao et al., 2010; Slangen and Dikova, 2014). Sintetotiss agree
that EMMs can mainly choose between entry via wholy owned or joutbsidiaries
(Jormanainen and Koveshnikov, 2012; Luo and Tung, 2007), thisvréwises specifically
on studies investigating equity-based entry mode stratelgidine with the scope of the paper,
we: (a) excluded studies examining solely non-equity invest into foreign markets such as

exporting, licensing and franchising; (b) excluded macro oguinidustry, or subsidiary level



studies; and (c) included articles on the choice betweeyn reatie strategies, as well as articles
examining a single type daquity-based entry mode strategyVhie some firms have been
EMMs since the 1970s (Lecraw, 1977), their international \iwvoént has become more

significant in the 2000s. This review considers studies peblidbetween 2000 and June 2015.

Article selection and analysis

Consistent with other reviews on market entry-relatedisidas (Surdu and Mellahi, 2016), we
focused on peer-reviewed academic articles published iné@yrig management journals,
namely Strategic Management Journal (SMJ), Journal of ManagerhaesS (JMS),
Academy of Management Journal (AMJ), Organization Science (Oggni2ation Studies
(OSS), Academy of Management Review (AMR), Management Scigvi§g Journal of
Management (JNN)key international marketing journals, namely Internationalrkéting
Review (IMR) and Journal of International Marketing (Jihd key international business
journals, namely Journal of International Business Studies (JVB8)agement International
Review (MIR), International Business Review (IBR), Journal ofld/Business (JWB), and
Journal of International Management (JIM). Also, we included two dipeg@urnals, - Asia
Pacific Journal of Management (APJM) and International Journalnmarging Markets
(JoEM) — which have publisdd high impact studies on EM8Rugman et al., 2014).

We manually searched for empirical, conceptual and resigicles in all issues of &
selected journals whose title and or abstract focusedfisglbcion the international equity-
based entry mode strategies of EBINFor each paper that did not depict with accuracy the
research scope in its title or abstract, we reviewedfullgréhe introductory and methodology
sections. This resulted in the selection of 73 academieart{64 empirical and 9 conceptual)
which were then examined in detal and coded according pwotmcol which included
theory(ies) used, article nature (empirical/conceptuaBmatic area(s), research methodology

(quantitative/qualitative), home/host cowyfies) studied, and key findings.



Similar to other reviews (e.g., Canabal and White, 2068panainen and Koveshnikov,
2012), we examined each article carefuly in order to fgerfiematic areas of main
contributions (e.g., choice between international entry moded core concepts (e.g., joint
ventures, wholy owned subsidiaries). Each author read @fabk articles in the sample and
coded the main points of the article in regards to theatienareas and key findings. Then, a
consensus was reached amongst the authors concerningarther in which to organise the
articles into distinct groups according to the themateasrdentified. Using thematic areas
alowed us to organise the articles better and evalleteontent and scope of articles that
constitute the field of EMMSs’ international entry modes. Also, we were able to conclude
whether thematic areas representing business issuerertti@n unexplained in the lterature
on developed market multinationalgntry modes (such as the performance of international
entry modes, cf. Hennart and Slangen, 2014) are also undsengpre in the EMM literature
Table 1 ilustrates the distribution of articles accordmghe coded thematic areas and patterns
of publications. We classified articles according tar tieentributions in the following areas
(a) motives for specific types of entry mode selection yewtifor aliance formation; motives
for cross-border mergers and acquistions (M&As); (b) chdmstsveen entry mode strategies
(e.g., joint ventures versus wholly owned subsidiaries)tinfe)g and sequences of entry mode
strategies and (d) performance outcomes of entry mode strategies (e.g., M&arpance).
These categorisations are in line with previous stutke®wing international market entry

related decisions of firms (Jormanainen and Koveshnikov, 20id;) Sund Mellahi, 2016



Broad themes and publication patterns in mainstream journals

An overview of the publication patterns can better indicatholarly interest in the topic of
EMMs’ entry modes in different journals (Table 1). JWB publishbe highest number of
empirical papers (23%, 15 studies), folowed by IBR (17%, 11 studied)APJM (14%, 9
studies). While the lterature on EMMinternational equity-based entry mode strategies is
receiving attention from international business and ntiagkescholars, it has yet to engage
with the broader management lterature (only two papegereric management journals).

As shown in Table 1,he timing and sequence with which EMMs increase resource
commitment into foreign markets have been studied in over @fL&mpirical papers (20
studies), particularly in emerging markets specialist ngsr (APJM; IJOEM) and in
international marketing journals (IMR). One explanation tiie interest of marketing scholars,
in particular, is that EMM§ entry mode timing strategies have been linked with tHiyabf
frms to achieve first mover advantages and developessfd global brands (Lin, 2010).
Other contributions are made in the area of choice betweele strategies (30%, 19 studies),
most of which focus on the reasons for choosing betwegnduthed independent entry modes
and equity aliances. The remaining empirical studies famusmotives for EMM M&A
strategies (13 studies), motives for international nadia formations (6 studies) and the
performance outcomes of EMMSs’ entry mode strategies (11 studies). Empirical studies
represent 88% (64 studies) of articles, whist only ninglies are conceptual, indicating a
general approach of borrowing theories traditionally appled toelalged market

muktinationals (DMMs), rather than developing novel tlezdions for EMMSs.

- Insert Table 1 -

M ethodological approaches, home, and host countries studied

In terms of methodological approaches, consistent with othiemme on EMMs (Kiss et al.,

2012), our analysis reveals a propensity towards quantitatieodadogies (73%, 47 studies)
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(Table 2¥. Aimost half of empirical studie$31 studies) use secondary data sources such as
government databases, census data, and organizationadiafinamd administrative data
probably due to the low response rates that characterisanprata colection in business
research in emerging markets (Mellahi and Harris, 2016y. Ohistudies used mail surveys
and administered questionnaires. Qualitative researels m@h interview-based case studies
(16 studies). Interviewees are generally managers/C&CEMMs originating from a single
country (mainly China) and entering muliple developed anerging markets.

Interestingly the analysis revealed a growing number diajive studies (82% of the
gualitative studies were published since 2010), particulartyarketing and specialist journals
such as IMR (four out of five studies are qualtativeyd APJM (five out of nine studies). In
contrast, several IB journals (IBR, MIR, JIBS) have plblis no qualtative research on the
entry mode strategies of EM8VIFurthermore, only eight out of the 64 empirical studies
combined individual and frm level analysis, perhaps due doeimphasis on how home
institutions compensate for EMMiack of management capabiities compared to DMMs (Du
and Boateng, 2015). However, recent findings suggest thadnsitiovnal environments- a
hallmark of emerging markets-, diverse management teaendesirable given their openness
to change and readiness to make rapid decisions (Hambrick 20Hp).

Our analysis highlights several methodological limitation&/hist methods such as
content analysis and narratives are gaining attentiorst(tides published since 2010), studies
based on perceptual surveys and secondary data sources stihteloim literature on EMM
entry mode strategies. The overreliance on secondarysalaizess particularly problematic
given the concerns over the reliability of secondary matmerging economies. In addition
despite calls for triangulation in management and marke¢sgarch (Yang et al., 2006), only
one study combined qualitative fieldwork with a survey-basgehntitative method

Addittionally, to dateno study has used multiple informants although marketing scholars have

1 We thank an anonymous reviewer for this suggestion
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long suggested that the use of multiple informants ingerabe data validity and highlights the
quality of inter-relationships (Van Bruggen et al., 20@jyen the small number of studies
comparing entry mode strategies of EMMs from different rgimg markets or EMMs and
DMMs (only eight studies), scholarly concern about theindilssities between developed
versus emerging market muttinationals is also not adelguatfiected in the extant literature
(for exceptions, see Hitt et al., 2000; 2004). Since most stude&s$ msposeful sampling
techniques, this makes it difficult to compare and discuds\ds across studies. Moreover, as
shown in Table 2, only three of the qualtative studies adagpiengitudinal research design,
making it dificult to distihguish between short-term occwes) such as EMMs investing
heavily abroad, and long-term performance outcomes such elepliey mode strategies post
initial market entry that lead to oling successful brands and recognised by consumers in

developed economies.

- Insert Table 2 -

Home and host countries studied

Most studies focused on the international entry modeegiat of multinationals from
emerging Asian countries (75%, 48 studies) (Table 3). ®9&t of empirical studies (44
studies) are limited to one-country samples, particulatynaC Strong support from the home
government translated into Chinese multinationals @meng high growth in outward
foreign direct investment (FDI) which, in turn, hasamted significant academic attention.
Also, Chinese scholars are more active in investigatihg internationalisation of
multinationals from their countries (Jormanainen anddsbrikov, 2012).

We identified some patterns in the selection of home andcbostries studied (Table.3)
Nearly 40% of the studies argue for the importance ohttme institutional environment for
the strategic intents of Chinese firms to enter develop®tloaemerging markets generally via

M&As (Deng, 2009). Simiarly, 12 studies examined Tawanesgéinationals’ choices of
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joint ventures over wholy owned subsidiaries into otherrgimg markets, notably China,
where institutional and social ties play both a direadt aediating role (Cho et al., 2014).
Research focusing specifically on Indian multinationais st of eight studies) looks at how
frm-level variables, such as knowledge and business grobedeledness, enable entry into
both developed and emerging markets mostly via M&As (Popli afé,S2014). Surprisingly
perhaps, whilst Chinese multinationals engage inerglswith countries such as South Africa
(UNCTAD, 2014), no studies specifically examine this. We dsbnot find studies on the
entry mode strategies of multinationals originating frafiica or the Eastern European region,
although these regions also nurture global players (Me#smd Mol, 2015); and only four
studies focused oso-caled Multilatinas. The absence of studies may spedthetdigh costs
of data collection and lack of data availability in thesgions. Interestingly studies of EMM
tend to use wellestablished constructs and measurgmallyi designed for the study of
DMMs. Several scholars argued that borrowing the typicethedologies and constructs that
have been used to study DMMs may not be useful in emergexdet environments since

marketing is a “contextual discipline” (Kiss et al., 2012; Sheth, 2011).

- Insert Table 3 -

Theoretical foundations of EMMs’ international entry mode strategies

The analysis of the literature reveals that scholassvam several theoretical perspectives to
study EMMs’ international entry mode strategies, which can be classified into two main
groups. The first group representraditional theoretical perspectives, which include
internalisation/transaction cost theory (TCE), theaicl©LI paradigm and the Uppsala stage
theory of internationalisation. Traditonal perspectiwesre introduced to international entry
mode research around the late 1970s, primarily to investidpteentry mode strategies of
DMMs and, as discussed later, continue to be used to steidntity strategies of EMMs. The

second group are relativelynewer perspectives that were introduced to the entry mode



literature starting with the 1990s, such as the resoursedbaiew (RBV), organisational
learning theory, institutional theory, network theory, agertheory, the springboard
perspective (Luo and Tung, 2007) and the LLL - linkage, levemgklearning— framework
(Mathews, 2006). Particularly, the latter two theories supperineed for novel theorising for
EMMs. Table 4 ilustrates the total number of studies drawngach of th aforementioned
theories/perspectives. Whilst most studies use a sihgleretical lens (55%, 40 studies), the

other 38% adopt multi-theoretical approaches (28 stédies)

- Insert Table 4 -

Application of traditional theoretical perspectives: TCE/interaditi; theoryand OLI

Foundational studies on foreign market entry shared thpgqumtke that frm resources should
be exploited in the host country for direct investment tauo¢Buckley and Casson, 1976).
Folowing this logic, EMMs are less likely to possess, and thternalise, the resources of
older and larger, genelsal Western DMMs, in which case EMdMwould internationalise
generally through lower resource commiment modes suckx@sts. TCE/internalisation
theory and OLl/eclectic paradigm have been used eitdepdndently or concurrentn a
third of studies (36%, 26 studies) primarily to investigatey ®MMs enter via high resource
commitment modes, mainly through M&As, without possessing risupesources that would
allow them to compete successfully in the focal marketkBycet al., 2012; Pan et al., 2014).
Notably, Li (2003) argued that EMM®wnership advantages may be developed post-market
entry because “it is ownership disadvantage that is the pre-condition for firms as latecomers to
engage in FDI, thus becoming MNEs. [Thus], @l Model has to be modified not to require
the existence of ownership advantages as the pre-conitidFDI and MNES (p. 233).
Several studies suggested that EMMs with differe neldewf poltical connections at home

attribute different levels of transaction costs to igtBomal investments. Pan et al. (2014)

2The remaining five studies have no clear theoakhiasis
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investigated the effect of government ownership andldggie connections on Chinese
multinationals’ entry mode strategies and found that state-owned fimas fiams whose
directors were involved in public policy formation downplayed ttansaction costs associated
with internationalisation and chose higher ownershipkest in foreign markets. Whereas
EMMs may be deficient in resources such as technologicahpetencies, ownership
advantages exist at the network level and not justirtheldvel (Buckley et al., 2012; Cho et
al., 2014). Cho et al. (2014) found that Tawanese multinasonaChina may discount the
social costs of breaking pre-established, home-host counimorketelationships, by opting
for shared ownership even when, from a TCE perspective olly vdwned entry is possible.
Based on the review analysis, 10 studies combine TCE arndwidl RBV and or
organisational learning theory (e.g., Chen and Chen, 2003 @hial., 2010; Nicholson and
Salaber, 2013). Even when firms possess some advantageantie exploited effectively in
the host market, they may stil require resources fimerhost environment, to learn and tailor
their marketing strategy to local markets. Resource sediahgviour of Indian and Chinese
MNEs in developed markets - linked to factors such as tatgais and deal size - was more
strongly associated with higher M&A performance thamstation costs considerations
(Nicholson and Salaber, 2013). Chen and Chen (2003) surveyed &sawananagers to
measure the perceived degree of resource complementmdiy'ce dependency between
partners in different parts of the value chain and repdntgdlaiwanese internationalisers that
were too small to create economic rent via equity vesitireused on improvingficiency via
resource algnment through non-equity aliances. Li (201€) débund that international
aliances tend to lead to bilateral learning both in termso-a#xploitation of extant knowledge

(TCE) and co-exploration of new knowledge resources (orggamsa learning).

Application of the Uppsala stage theory of internationalisation
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The main tenets of the Uppsala stages theory are wellrkrfoms develop their international
activities over time, by expanding intially into psychigalclose markets and only after
acquiring experiential knowledge, they would enter distantt hoarkets via higér
commitment entry strategies (Johanson and Vahine, 1977)JarSwmith the broader entry
mode research agenda, a key question in the analysedirétei@4%, 10 studies) is whether
EMMs folow the path dependent logic proposed by conventional afipfise of the Uppsala
theory. Some concluded that, since pioneering is probably notian @ptmost of these firms
EMMs folow a gradual expansion process as they learn db@ign markets and benefit
from being fast market folowers versus late entrants RDcha et al., 2012).

Othess found that EMMs do not follow the establishment chain, thussting heavily
overseas at an earler growth stage compared to DMMs diéonat al., 2007; Li, 2003;
Mathews, 2002). Here, an EMB home country environment is considered an important
source of knowledge, in that the higher the level of horaekeh sophistication of domestic
consumers, the more EMMs are expected to have marketpegrieaxce, thus making riskier
investments abroad. Similar to studies on DMMs (Johanson alnidey 2009), scholars found
that efforts made in buiding poltical and social networls tieward EMMs with access to
valuable resources such as financial capital, and hakeminowledge and thus propelling
them to internationalise at a faster pace (Bangaral et2012; Zhao and Hsu, 2007).
Consequently, the knowledge that is location based is tidd heist market responsiveres
since EMMs are expected to choose entry mode stratdgesare most likelyto enable them
to develop effective marketing strategies and compete dpetsie of their network resources
and brands and not just their manufacturing and logistigshiities (Bangara et al.,, 2012).

Scholars apply the Uppsala theory in the same mannehiah W has been used to study
the entry mode strategies of DMMs, often by combining it wiwork theory (three studies)
in that the need for prior knowledge and experience is reduted EMMs beneft from

(institutional) network relationships. There is the impli@ssumption in the entry mode
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literature that the context and research setting fdwioh the theory derived has no bearing on
how it should be employed. Perhaps EMMs implementing low-cost dédiedentiation
strategies simultaneously should be expected to rely monetaork relationships to obtain
control over necessary resources and capabilities. Indidalels that have been exposed to a
highly sophisticated home market environment may be more #poto innovation and

changes in consumer expectations and as a result, pezbapikdly to use their networks.

‘Newer’ theories: Application of RBV and organisational learning theory

The main tenet of studies drawing on RBV and organisdtieaaning theory (25%; 18 studies)
is that the tacit nature of resources that EdM&éek, such as knowledge, experience and
managerial know-how, are not easiy acquired through mdriasactions. EMMs tend to
favour equity-based rather than non-equity entry modéegi#a to overcome home market
disadvantages via asset enhancement (Kedia etal., 20k3pbaaquisition (Hitt et al., 2000).
From an RBV or organisational learning perspective, entgles are conceptualised as
means to acquire critical resources to help ESviBpositon themselves in the global value
chain (Bianchi, 2009; Hitt et al., 2000; Kedia et al., 2012). Wherntasting EMM pursues
global strategies by standardising its global marketingegiratather than taioring it to local
circumstances, wholy owned subsidiaries are found to bei@upe joint ventures because
they provide more control and better coordination between hagelgyuaforeign subsidiaries
and business networks (Cui and Jiang, 2009; Kedia et al.,).2012urn, international
collaborations are preferred in high growth competitive ingsstwhere firms seek to establish
frst mover advantages by learning about the local matkea partner (Cui and Jiang, 2009
Li, 2010). Scholars using case study research uncoveredEms learn from inward
internationalisation whilst also making creative wdetheir already existing capabiities to

catch up with competitors (Bianchi, 2009; Bonaglia et al., 2007). alds with their exclusive
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focus on choosing the entry mode strategies that refisstiurce needs, these studies do not
differ from the literature that examines DMMsitry mode strategies.

Only five studies combine resource-based approaches sueRBVasnd organisational
learning with institutional theoryto refect how EMMs’ strategic intents, resources, and
subsequent entry mode strategies may be contingent anldbeset by home governments.
This line of inquiry highlights two key themes. First, sintee major Chinese MNEs are
primarily state-owned or state-controlled enterprises, tlagg motivated to acquire
technological and managerial resources and transfer libelnto the domestic market where
they can differentiate their products to overcome competiiom DMMs (Yang et al., 2009
Wei et al., 2014). Seconavhist DMMs tend to adopt more focused strategies abroad, some
EMMSs, especially those belonging to business groups, tend tsifjiveto multiple products
and markets (Gaur et al., 2014; Popli and Sinha, 2014). Businesp dffliation has the
potential to fll the voids created by lack of formal insidns, by providing frms with
knowledge, financial capital, product markets and reputationad¢fitse to make better use of

maketing know-how and serve more specialised, niche segm@atsr ét al., 2014).

Application of institutional theory

The institution-based perspective is the second most pojpdarot theorising of EMM’
international entry mode strategies (27%, 20 studies). réfiects the important role of the
institutional context in emerging economies (Bianchi, 20a@nkn et al., 2014; Hoskisson
et al, 2000). Three studies readitTCE rationales and explicitly propose that the exploitation
of frm advantages may be contingent on home and or hasitiosial pressures, leading to
the combination of transaction cost- and institution-basatibnales (Chiao et al., 2010;
Demirbag et al., 2009; Li, 2003). Interestingly, studies campitraditional TCE and related
theories with the institution-based view focus on thenglementarity between theories, as

opposed to comparing and contrastingsédifierent theoretical perspectives.
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In contrast to the lterature on DMMs, where the foausom the characteristics and
idiosyncrasies of host market locations, EMMntry mode literature focuses predominantly
on the home country. This is perhaps because home coustliytions are more interesting
for scholars (Rugman et al., 2014). Extant research drawingstbational theory shows that
ties with the local government in China motivate firitosengage in large FDI investments via
favourable policies, access to market information and fmbmesources (Hitt et al., 2004; Lin,
2010). Furthermore, institutional theory proponents advocateotiexr time organisations
sharing the same environments become isomorphic with orteegn@morphic behaviour is
studied in terms of product relatedness, host location and siwnedecisions (Deng, 2009
Yang et al., 2009). Chineseultinationals’ cross-border M&A deals are consideradnique
characteristic of their home institutional environmener{@ 2009). Institutional voids at home
make it difficult for EMMsto buid global brands (Popli and Sinha, 2014), and thus, these firms
use cross-border M&As to access technological and finareapltal as well as distribution
channels (Deng, 2009; Du and Boateng, 2015). Interestingly, masbationalisation
experience is expected to reduce isomorphic behaviour amoktigs Evang et al., 2009). In
turn, environmental uncertainty, particularly home mamktetvention, is expected to increase
isomorphic behaviour and lower the likelihood of firms displayintgrbgeneous responses to
institutional pressures, thus leading to EMMs opting tifier entry mode strategies that carry
most gains to their home institutions (Meyer et al.,, 2014nfan et al., 2014).

A less commonly explored idea is regarding the interplay leeivi®me and host country
institutions (Li et al., 2014; Meyer et al.,, 2014). It is adgubat host market investors may
show concerns regarding the marketing and financial tresispa of EMMs, particularly when
home governments intervene in their international ntakesfforts (see Rugman et al., 2014).
This is a potential area of contribution since EMMs whwver obligatons to serve home
government prerogatives may display greater levels oageasial autonomy and vice versa

Host government poltical backlash and suspicion over thentniees behind governme nt-
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inked EMMs foreign investment strategies have been associatedtheitthigh number of

M&A deals that were announced but never completed (GlobermalnShapiro, 2009).

Luo and Tung’s (2007) springboard perspective and Mathews’ (2002/2006) LLL framework

Amongst ‘newer perspectives we also have Luo and Tun@007) springboard theory and
Mathewss (2002) LLL (linkage, leverage and learning) framework whetre developed
specifically to examine the international activtie§ EMMs. Yet, despite theirr popularity in
EMMs research, only five sties drew on them to examine EMMSs’ entry mode strategies.

Luo and Tung (2007) advocate a ‘springboard’ perspective, mmplying that EMMs use
foreign expansion as a springboard recursively to acquitealcrassets that help them
overcome home institutional disadvantages. Popli and Sinha (2@#&d)ed the springboard
perspective, noting that Indian EMMs with more experiezwg business group embeddedness
engaged in pre-emptive international M&As folowing asting of industry level
acquisitions. The springboard view also suggests that, eldspisimilarities in motivations to
become legtimate (in line with institutional theory)MHEs’ responses and lkelihood to be
early movers are a function of frm-level attributesichsas large domestic market presence
and prior international experience (Ge and Ding, 2008; Po@liSanha, 2014). However, the
springboard perspective does not elucidate the post-springboard toermys difficulties
EMMs may encounter. This may be the reason why, despiopularity, this theory has not
been used significantlyn international business and marketing research.

Similarly, in his LLL (nkage, leverage and learningamework, Mathews (2002/20D6
proposes that the timing of international entry modes iegla process in which EMMs link
with DMMs by offering complementary services that were advantageous to internalise
whilst leveraging unique capabiities such as rapid produtation. Inherent in these
assumptions is that resource exploitation and augmentat@ynbe inter-related (Dunning and

Lundan, 2008). Over time, EMMs may learn how to compete WiiVIB in areas such as
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innovation and new product development. Based on interviewsQGhitiese managers, Ge and
Ding (2008) found that the LLL framework provides a better amgilon for the catch-up

strategies of manufacturing EMMs, which start theierimational expansion by leveraging
linkages with DMMs to lower their production costs and achievst leadership, and over time
may switch focus towards innovation or marketing capabiit&s sources of competitive
advantage. It is yet to be concluded whether differencesebebll and theories such as OLI
are important or simply a matter of emphasis. These aspectsularly knowledge transfer

and learning are difficult to study and the prevalence of stasky research is low. Thus, more
longitudinal research is needed to understand how EMMerierce theséleveraging’ and

dynamic ‘learning’ processes and what these processes are contingent on.

Discussion and directions for future research

Despite the great interest regarding how ENINfgernational entry mode strategies may
challenge and perhaps even change existing theories, (P@0§; Luo and Tung, 2007; Sheth,

2011), this review suggests that, when it comes to studgtegnational market entry mode

strategies, the EMM literature is no different frone tmore established literature on DMMs

In particular, traditonal theories, such as TCE, are dmvsignificantly and athough their

predictive abilties are questioned in emerging market xtsntscholars tend to overlook the
imitations of the theory. At present, with the few gtmns discussed below, the conclusions
drawn from studies of EMM international entry mode strategies are not exclusive for EMMSs.

A growing number of EMM studies used institutional theay their primary lens,
generally by looking at the effects of home institutions EdMiMs’ international entry mode
strategies (Deng, 2009; Meyer et al., 2014). These studiesbuatantto a change in emphasis
from the firm-specific variables that influence entnpde strategies, which are often studied
through a TCE oRBV lens, toward the effects of home institutional factofrghis Iterature

is to contribute further to entry mode research, it canodbysunderstanding the long-term
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impact of institutions on the exploitation and attainmeftfirm resources and subsequently,
on entry mode strategies. Whereas studies on the imeabientry mode strategies of EMMs
may contributeto the extant literature by bringing in new home marketectsy based on the
analysis of the lterature, we found that these studiesotichange and do not even challenge
existing theories significantly. Furthermore, whikio and Tung’s (20070 seminal paper
introducing the springboard perspectisenighly cited, the proposed theory has not been used
significantly in EMM international entry mode researdherhaps, similar to the LLL
framework, scholars could not see how the theory differestids assumptions from what has
already gained legitimacy in the broader entry modetlieza(Demirbag et al., 2009; Ge and
Ding, 2008). These works have merely made tweaks at the ettgmods with no significant
changes to the theorisation E¥IMs’ international equity-based entry mode strategies.

Given the significant gap in the lterature on EMMgernational entry modes, we put
forward an agenda for future research. The need to understarperformance implications of
international entry mode strategies and the resoufieeedces between MNEs from countries
with different levels of institutional development hasaatied academic attention vis-a-vis
EMMs, although some of these questions are yet to be adiiresg@ricaly. Also, we
identified several areas of research that have beenrswgatly stated in the management and
marketing literatures, but have not begked in studies on EMMs’ entry modes, despite their
importance. Hence, we frame our research directions basét) questions scholars have
already asked but have not been addressed; and (2) questibiave not been asked before

but, we argue, have potential for future research on EMi#snational entry mode strategies

(1) Directions for future researcuestions asked but not addressed

Question #1: Does one size fit all EMMs?

3 As of April 2016, Luo and Tung (2007)’s paper had 1,194 citations, averaging over 132 citatioesygar.
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Assumptions that the international entry mode strategé EMMs, such as entry modes,
require new theorisations deserve further explanatiogood starting point for future research
Is to determine which institutions matter since aurmaultinationals in many non-emerging
markets were once part of emerging markets. Many of theamgeonultinationals at a time
when their domestic markets were also emetgif2espite similarities and synchronisations in
how the economies of emerging markets have opened up to foresgtments, not al EMM
foreign investment strategies and trajectories arsdhee (Chittoor et al., 2008; Hoskisson et
al., 2000). Due to the paucity of comparative studies conceth&gntry mode strategies of
EMMs from different markets, we stil do not know the extenivhich their motivations differ.
We propose thafirms’ responses to home institutional transitons may déongst EMM
from different countries, which in turn, provides opportunitiesexpand the current use of
institutional theory which has to date focused on singlentppuesearch. Chittoor et al. (2008)
found that lack of significant inward direct investmentimdia appears to have motivated
domestic firms to develop unique capabiities, that were vaiable to outsiders and that
helped them overcome home market competition (see alsoeBuekél., 2012)n Central and
Eastern European countries, which experienced rapid irassito market-based economies
international entry mode decisions were associated w#burces and skils brought in by
foreign investors. In contrasthina’s transiton to a market-based economy was evolutionary
with governments intervening significantly in frimdoreign strategies (Hitt et al, 2004).
Although emerging economies share several common feattibey, are institutionally
heterogeneous and therefore one size may not fit all &\MBdholars should be careful not to

generalize findings from single countries across ingtitatdly different emerging economies.

Question #2: What resources do firms need to enter developed versus emergitg?marke

4 We thank an anonymous reviewer for this suggestion
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In the last decade, EMMs have been expanding into both ameagid developed markets
(UNCTAD, 2014). Our analysis shows that the main theorieshéve been used to study entry
mode strategies in different locations are TCE (Pan et al.,) 2b#ldinstitutional theory (Deng,
2009), which on their own do little to explain what resasIr&dMs, in fact, need in order to
enter emerging as opposed to developed markets. An interestirgjorgubere is: Can
institutional ties replace the need for other firm llekesources? B introducing RBV and
learning rationales to extant theorisations, scholar&l cmntribute to the limited lterature on
the characteristics of frms that can leverage tresiources beyond inttial market entry and
whether investment location matters. Furthermore, if EMitdly on home network based
resources, wil these facilitate or constrain their msgrin different (developed versus
emerging) host markets? We know little about what netwoekime$hips are most valuable
and whether network resources, such as fashd@cial capital, are more beneficial when
entering developed host markets, than for instance, homengevr ties. Thus far, networks
have been studied in a statc manner, generally bygetiie effect of factors such as the
number of executive social ties (Zhao and Hsu, 2007) or liskagih various domestic
government and financial institutions (Bianchi, 2009), swhithe effects of the different
networks may not be independent of each other. A better umiBngfaof network dynamics
may help researchers understand whether and how firnst thé& entry mode strategies to

reinstate their role in their networks in response tmgihg environmental conditions.

Question #3: What meets the promise of EMpErformance in the long term?

What drives inttial entry may not meet the promise ofgpeiance later on. Our discussion
earlier on the different roles that home governments ipldgMMs’ international expansion,

inevitably leads to the folowing question: are EMMsternational entry mode strategies
dictated by commercial logic or are they acting on bebktheir governments? Furthermore,

if emerging home institutions provide superior advantagegnterging market firms, what
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differentiates successful EMMs from the less sucdesshes? Thus far, the literature
emphasises that EMMs commence their internation@lisgtath in a strong financial position
due to home institutional support and less so as a result rofritisagement capabiities. Aybar
and Ficici (2009) found that on average international M&Asatareate value for EMMs and
more often point to value destruction, thus questioning the vaf resources such as firm
experience or the effect of corporate governance systemEMis’ performance. Since

EMMs cannot buid resources overnight and one M&A deal is unlikelgolve their resource
problem in the long term, we ask: If institutional tiasilitate high commitment market entries
for EMMSs, do they also have a positive effect on long-ternfopeaince? Also unexplored is
the value gained from M&As by host market counterparts.kiBycet al. (2014) found that
only some types of resources increase the value of finggt such as experience with M&As
and with operating in developed markets. Du and Boateng (2@#Shat governments tend
to shape the strategies of frms according to the industriggich prominent home institutions
have a stake. Thus, EMMs from countries such as Chinaeveufficient value is not placed

on intellectual property laws, may in time erode the cotiygetadvantages of target firms.

(2) Directions for future research: Important questions that have not besh ask

Question #4: How is the performang@EMMs’ entry modes measured?

An important issue emerging from our analysihow performance is in fact measured. Over
half of the studies that examine the performance of EMiWiBy mode strategies draw on TCE
rationales and use short term proxies such as stock nmadaetion (Aybar and Ficici, 2009;
Nicholson and Salaber, 2013). However, even when home countaytagls do exist, this
should not necessarily mean that frms can also atomss successfully in order to enter via
high resource commitment entry modes. Although a significambber of M&A deals are
abandoned (Globerman and Shapiro, 2009), no studies in our databas® eM&A deals

that have not been completed. Furthermore, we believe T@&t rationales cannot explain
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whether the firm wil succeed in the host market amdgrate its operations effectively
particularly in the case of M&As. Indeed, studies dravamRBV rationales have emphasised
that, when acquisitions are made in developed marketsh véne characterized by better
guality resources and institutions, frms beneft more, @mye in terms of post-acquisition
management such as acquiring critical knowledge (Naik.,e2015). Because the acquisition
of superior resources such as knowledge is cited as thend@se for cross-border M&A
strategies, an alternative performance measure for £Nffdrnational entry mode strategies

is the degree of reverse knowledge transfer, namely how cesoarcquired abroad are
returned successfully to their respectve home marketbetoexploited as a source of
competitive advantage. EMMs may bear shewrh financial losses in favour of long-term
gains in the form of access to superior resources andnaekets, and, at present, we do not

have a relevant measure for the outcomeEMIMs’ international entry mode strategies.

Question #5What about the micro-foundations of EMMnternational entry mode research?

It may also prove useful for future research to considextheh the international entry mode
decisions and performance of private sector EMMs may be fimiexl to managerial

characteristics and abilties than institutional dest(Bianchi, 2009; Bonagla et al.,, 2007).
Scholars could examine the role of decision makers in sh&iMs entry mode strategies

thereby assisting thero derive value from their entry mode decisions. In emergmagkets,

where the ‘“rules of the game” are highly informal, a contribution could be made by
investigating not only the role of formal institutionalt@s (i.e. governments) but also the
micro-foundations of marketing research because individaadstheir interactions may matter
significantly to how EMMs create and capture value maBonally. Therefore, we conclude
that key questions about the international entry modedegis of EMMs are yet to be

answered, which in turn provides opportunities for researahtarested in this topic.
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Table 1: Distribution of empirical articles per journaldthematic areas

Motives for specific entry mode

Eroirical selection gei:oices Timing ancc)if Pe;formang;—:‘
mpirica ween sequences outcomes
Journals stlE)die§ International .\ der  entry mode sr?try mode entry mode
fc?:lrlna;tnicoen M& As strategies strategies strategies
(6) (13) (19) (20) (11)
JWB (15) 1 4 5 3 2
IBR (11) - 3 4 2 3
APIM (9) - 1 1 4 3
IMR (5) - 2 4 -
MIR (6) 2 1 2 1 -
JIBS (6) - 2 4 - 2
JIM (5) - 2 1 2 -
1J0EM (4) - - - 4 -
JoIM (1) 1 - - - 1
AMJ (1) 1 - - - -
0S (1) 1 ; - ; -

aWe identified 64 empirical studies. The 5 studi2$n(JIBS, 1 in IBR, 1 in IMR, and 1 in JoIM) thdiscussed
more than one topic were coded into multiple thécnateas simultaneously

Table 2: Distribution of empirical articles per methodologjie

. No. of
Methodol ogies Data source studies
Secondary sources - pre- 30

established databases
Quantitative studies Primary data: mail surveys 14
Primary data: interviews 2
Mixed methods 1
_ Comparative studies (DMMs versus EMMSs) 3
Of which Comparative studies (EMMs versus other EB)M 2
Secondary sources - pre- 1

Qualitative studies established databases
Primary data: interviews 16
Of which Longitudinal studies 3
Comparative studies (DMMs versus EMMs) 1
Comparative studies (EMMs versus other EB)M 2
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Table 3: Distribution of empirical articles per home and hosuntries studied

Europe, .
HOSt. . . Latin Japan Muttiple . . Southeast
countries India Asia . ’ EMMsand Germany China UK; US Slovakia Italy . .
studied America North DMMs Asia, China
America
Home countriesstudied
China (16 studies) (2 studies) (1 study)
China, India (2 studies)
China, Japan (1 study)
China, Mexico, Turkey (1 study)
China, Russia (1 study)
India (8 studies)
Taiwan (5 studies) (4 studies) (1 study)
Taiwan, Malaysia (1 study)
Taiwan, Singapore (1 study)
BRIQ Indonesia, Mexico, (1 study)
Thailand, Turkey
Korea (1 study)
Latin America (1 study)
Mexico, Poland, Romania, (1 study)
Canada, France, US
Egypt (1 study)
Multiple EMMs (2 studies)
Chile (1 study) (1 study)
Turkey (1 study) (1 study)
Multple EMMs and (1 study) (Istudy) (L study)
Brazil (1 study)
BRIC (2 studies) (1 study)
ASEAN (1 study)
Us, Japan, Korea (1 study)
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Table 4: Distribution of articles per theoretical perspeetiv

5)

1) 2 isati (6) (1) (8) (10)

Theories TCE/internalisation OLI/Eclectic (3) Uppsala (4) RBV Orga_nlsatlonal Institutional Network Springboard (9) LLL Agency
. stage theory learning : framework

theory paradigm theory theory theory perspective theory
(1) TCE/internalisation theory [total=16]
(2) OLI/Eclectic paradigm 2 [total=12]
(3) Uppsalastage theory 1 2 [total=10]
(4) RBV 4 2 1 [total=13]
(5) Organisational learning theory 2 2 1 3 [total=8]
(6) Institutional theory 2 2 - 3 2 [total=20]
(7) Network theory* - 2 3 - - - [total=5]
(8) Springboard perspective - - - - - - - [total=5]
(9) LLL framework - - - - - - - 3 [total=3]
(10) Agency theory* 1 1 - - - - - - - [total=2]

Note: Total number of studies (see in bold) is cumulative (includes single atdthenretical studies). Some multi-theoretical studies havépeuéintrances as they combine more than two tegor

“We do not discuss network and agency theories separately because thegdmaused primarily to complement traditional theories, e.g., TCE, Uphsaty bf inter nationalisation.
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