
 

 

 

  

Copenhagen Business School 

Multinationals and 
Emerging Markets 
Understanding the Institutional Environment 

Eva Cecilie Knutsen 
5/28/2012 
No. of taps (with spaces): 138,127 

“International business research has been largely 

looking into the MNE, rather than ‘looking out’ from 

MNEs to the societies in which they are operating.” 



 
 

 

Contents 
 
Foreword 
Executive Summary 
 

1 Introduction .................................................................................................................................. 1 
1.1 Multinationals and Emerging Markets ............................................................................... 1 
1.2 Liability of Foreignness ....................................................................................................... 2 

1.2.1 The Necessity of Knowing your Market ................................................................. 2 
1.3 Emerging Markets and their Uniqueness ........................................................................... 3 

1.3.1 Developing Countries and Transition Economies .................................................. 3 
1.3.2 Development and Disparities ................................................................................. 3 
1.3.3 Relative Roles of State and Market ........................................................................ 4 
1.3.4 Reaching a definition of the Emerging Market ...................................................... 6 

1.4 An Empirical Study: Identifying the Emerging Market........................................................ 7 
1.4.1 Method of Choice and Purpose of Investigation ................................................... 7 
1.4.2 Making Sense of Emerging Markets .................................................................... 17 

1.5 Institutions in Emerging Markets – voids, gaps and differences ...................................... 18 
2 Problem Formulation and Research Question ............................................................................ 20 

2.1 Problem Formulation ........................................................................................................ 20 
2.1.1 Topic and Context ................................................................................................ 20 
2.1.2 Theoretical Point of Departure ............................................................................ 21 
2.1.3 Focus and Relevance ............................................................................................ 22 

2.2 Research Question ............................................................................................................ 22 
2.2.1 Considering the situation ..................................................................................... 22 
2.2.2 Main Research Question and Follow-up Questions ............................................. 22 
2.2.3 Contributions ....................................................................................................... 24 
2.2.4 Limitations............................................................................................................ 24 

3 Methodology ............................................................................................................................... 26 
3.1 Social Constructionism and Relativism ............................................................................. 26 
3.2 Critical Theory ................................................................................................................... 27 
3.3 Research Paradigm ........................................................................................................... 28 
3.4 Gathering data .................................................................................................................. 28 

3.4.1 Literature Review ................................................................................................. 29 
3.4.2 Empirical Data ...................................................................................................... 29 

3.5 Validity .............................................................................................................................. 29 
3.6 Limitations ........................................................................................................................ 30 

4 Browsing the Rulebook: Theoretical Context ............................................................................. 31 
4.1 Theories of International Business ................................................................................... 31 

4.1.1 Resource-Based View ........................................................................................... 31 
4.1.2 Institutional Theory .............................................................................................. 34 
4.1.3 Stakeholder Theory .............................................................................................. 36 
4.1.4 Resource Dependence Theory ............................................................................. 38 
4.1.5 Summing up: The takings from business theory .................................................. 41 

4.2 Theories of Power: the International Political Economy Perspective .............................. 43 
4.2.1 The Neo-Gramscian View of Corporate Power .................................................... 43 
4.2.2 Business Power and Business Conflict ................................................................. 45 
4.2.3 Views on Host Government Power: the Antecedents and Variants .................... 47 
4.2.4 Summing up: The takings from Theories on Power ............................................. 49 



 
 

5 Changing the Rulebook: Synthesizing the theories..................................................................... 51 
5.1 Characterizing the firm’s external environment ............................................................... 51 
5.2 Power and Control ............................................................................................................ 53 
5.3 Categorization of Firm Environment................................................................................. 54 

6 Conclusion ................................................................................................................................... 57 
7 Works Cited ................................................................................................................................. 59 
 
 

Figures 

figure 1: Forces Reshaping The Global Economy As Identified By Mnc Executives 6 

Figure 2: Identifying Ems And Exploring Rankings Of Institutional Settings 8 

Figure 3: Countries Investigated According To Region And As A Function Of Gdp Growth Rate And Global 

Competitiveness Ranking 13 

Figure 4: Relationship Between Growth Rate And Corruption 15 

Figure 5: Relationship Between Presence Of Effective Public Institutions And Gdp Per Capita 16 

Figure 6: Relationship Between Global Competitiveness And Gdp Per Capita 17 

Figure 7: The Stakeholder View Of The Organization :P. 10 “Managing The Extended Enterprise”(Post, Poston, 

Sachs 2002) 38 

 

  



 
 

Foreword 
 

This thesis has emerged from a constant stream of thought and questioning of how the perspectives 

of business and politics may best complement each other, as well as the understanding of a need for 

a practical approach to unify the two components in a global context, complimented by theoretical 

and real life learning.  

 

I would like to thank my supervisor for critical questions and motivations. I would also like to thank 

my friends and fellow students for discussions and input. Finally I would like to express gratitude for 

the open environment my workplace has provided me with, including  input to for innovative 

business thinking – and perhaps most importantly: a desk and unlimited vendor machine coffee for 

long nights working on this thesis. 

 

 

  



 
 

Executive Summary 
The challenges facing multinational corporations (MNCs) are increasingly complex. Among 

contemporary issues facing MNCs are the opportunities of success and failure in the context of 

emerging market environments. This thesis investigates the particularities surrounding emerging 

market institutional context. It takes a critical view of the definition of emerging markets and 

proposes that MNCs cannot understand and evaluate their emerging market context by only looking 

at economic indicators for the definition of emerging markets. Instead a further look into the 

institutional context is merited. This is also something that is warranted by scholars of the 

international business perspective. 

 

The thesis starts by looking at the liability of foreignness that is often experienced by firms when 

entering new markets, exemplified by recent difficulties experienced by Danish companies in the 

Chinese context. It further conducts an empirical study of developing countries in three geographical 

regions to objectively analyze their potential as emerging markets. The study uncovers the 

ambiguities connected to defining emerging markets, and the difficulties of categorizing emerging 

markets in order to establish a clear view of the corresponding threats and opportunities. The levels 

of institutional differences are many and hard to decipher. From this point of view, a deeper 

investigation into the institutional frameworks and dynamics of emerging markets is merited.  

 

To better investigate the research question of how a better understanding of institutional 

environment dynamics may help MNCs optimize their ability to manage their emerging market 

context, a literature review of theories from both the perspectives of international business and that 

of international political economy is undertaken. From the perspective of international business, a 

review of the theories of resource-based view, institutional theory, stakeholder theory as well as 

resource dependence theory is undertaken. From international political economy, theories of power 

were focused on to enhance the understanding of emerging market dynamics. The theories reviewed 

here include those of neo-Gramscian framework, business power and conflict, as well as views on 

host government power. 

 

This thesis has explained how elements of power and control, issues not generally included in generic 

theories explaining how MNCs manage their institutional context, may be of value to MNCs. The 

value lies in the extent that firms hold an explicit knowledge of the complex institutional dynamics 

taking place in their surrounding environment, and based on this are able to increase their ability to 

successfully manage their activities in emerging markets.  
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1 Introduction 

The challenges faced by MNCs are many. From optimizing internal organization and knowledge 

transfer across borders, through battling national and international regulations, to competing with 

other firms on the global arena: MNCs need to develop and execute effective strategies in order to 

successfully do business. This becomes increasingly true as MNCs move into new markets with 

characteristics of great variance from their own home countries, along with the fact that the global 

environment becomes more challenging with increasing competition and interlinked operations 

transcending national and regional borders. A wide variety of studies and research have been 

completed by international business scholars, touching upon these areas. The focus on sustaining 

successful business strategies is an ever-returning topic, not only with scholars, but also with private 

actors such as international consultancies, the firms themselves, and increasingly so, with national 

governmental institutions and intergovernmental organizations (IOs).  

 Multinationals and Emerging Markets 1.1

MNCs’ increasing entry into emerging markets (EMs) in search of new business prospects – 

motivated by cost savings, new markets or other opportunities – has resulted both in cases of 

success and failure. The explanations for failures do not fail to mention the inconsistencies between 

the firm’s determinations and ambitious goals for expansion, and the reality of the conditions they 

are met with.  

Recently, an article in the Danish newspaper Berlingske (Berlingske 2012) underlined this point with 

its focus on the difficulties Danish companies have in breaking the Chinese market. Focusing on 

consumer goods companies, the article details the failures of companies like Jysk, Pilgrim and Bang & 

Olufsen, among others, and underlines the importance of understanding the country’s institutional 

dynamics and finding the corresponding right strategy. Jysk has failed to achieve its goal of opening 

no less than 500 stores across China, and today has only nine stores in the country. Similarly, Pilgrim 

ended 2011 with the closure of two outlets, while the goal was to open thirteen new ones; and 

Pandora has only been able to open twelve of the predicted 310 new stores within a three-year 

period. The reasons for failure are addressed by the CEOs themselves as difficulties in finding the 

right communication channels; changing regulations and steep increases in costs related to 

infrastructure and operations. In an attempt to explain the companies’ lack of market penetration; a 

stronger focus on time, priorities and elaborate research into the country’s characteristics are 
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advised. The financial newspaper Børsen follows this week with a similar story of Pandora’s standing 

attempt to conquer the Chinese market. The new CEO of the company underlines that “Asia is a 

difficult market. There are enormous opportunities, but also enormous occasions for failure.” (Børsen 

2012) 

  Liability of Foreignness 1.2

The core of the matter faced by these companies is their ‘liability of foreignness’. The concept was 

first coined by the Canadian economist Stephen Hymer in relation to his theory on the disadvantages 

of foreign firms vis-à-vis local firms. This disadvantage was due to, among other things, their 

unfamiliarity with the business conditions in the foreign country. This liability also has a tendency to 

increase as firms move further away from their home markets, corresponding to an increase in 

differences between their home environment and that of the market in the new country. (Hymer 

1960 (published 1976))  

1.2.1 The Necessity of Knowing your Market 

This concept fits well with the issues faced by firms trying to enter emerging markets. However, 

knowledge of business conditions may relate to many things, and is not uniform to types of 

businesses, nor is the same knowledge sufficient in countries with seemingly similar cultural and legal 

settings. In relation to this, Eriksson et al. (1998) further suggest which types of knowledge firms 

should consider important when expanding their businesses across international markets. Here, 

three main ‘clusters’ of knowledge components are suggested: general internationalization 

knowledge, business knowledge and institutional knowledge. General internationalization knowledge 

refers to the knowledge required to operate internationally in terms of exports and organization of 

resources. Business knowledge refers to knowledge regarding customers, suppliers and competitors. 

Institutional knowledge encompasses the knowledge regarding institutional rules, norms, 

frameworks and particular values in a certain context. While general knowledge relating to the 

internationalization of firms may be easier to accumulate as firms expand across international 

markets, the issues of business and institutional knowledge are not necessarily as easily 

accumulated. In addition, they vary greatly across industries, regions, countries, and may even vary 

internally in a country. (Eriksson, Johanson and Sharma 1998) 

Applying this to the case of Danish consumer product firms attempting to establish themselves in 

China, one sees the importance of business and institutional knowledge. Particularly to China, and 

generally in emerging markets, the fast growing middle classes; a corresponding increase in their 

need for goods and services and as a consequence their increased purchasing power, creates unique 
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opportunities for MNCs that seek new sustained markets. However, the firms’ knowledge of these 

consumers, their patterns of consumption as well as the nature of formal and informal institutional 

rules in the market leaves them short of success. Due to their inability to recognize the full extent of 

their foreignness in the new market and their lack of focus on the institutional environment, they fall 

short of understanding the particularities of the new market. Hence, the companies are not able to 

realizing the full potential of the market, nor of their strategies. 

 Emerging Markets and their Uniqueness 1.3

Given the challenges faced by foreign firms in new markets in general and emerging markets in 

particular, this section takes a closer look at the characteristics of emerging markets and their 

particular background.  

1.3.1 Developing Countries and Transition Economies 

Much literature has been devoted to the relatively new area of emerging markets and business (for 

example by authors Khanna and Palepu; Meyer; and Hoskisson). The focus has been on the particular 

features of these countries, most often in terms of their high growth rates and rapid economic 

development. Hoskisson et al. defines emerging markets as “low-income, rapid-growth countries 

using economic liberalization as their primary engine of growth” (2000, 249). These countries are 

either developing countries or countries in transition from planned economies to market economies. 

The first group is found in Asia, Latin America, Africa, the Middle East, while the second group is 

mostly found in Eastern Europe and Central Asia (countries previously part of the Soviet Union). Due 

to the emphasis put on the countries’ path of development, much literature is devoted to the 

historical-economic development through economic stages, and the particular characteristics that 

make them ‘emerging’.  In 2000, Hoskisson et al. define 64countries as belonging to the category 

emerging markets. 51 of these are rapid-growth developing countries as defined by the International 

Finance Corporation (IFC), and the remaining thirteen are transition economies as they are classified 

by the European Bank for Reconstruction and Development (EBRD). (Hoskisson, et al. 2000) 

 

1.3.2 Development and Disparities 

Scholars agree that it is extremely difficult to define and generalize about emerging markets (among 

others Hoskisson, et al. 2000; Khanna, Palepu and Sinha 2008; Peng and Pleggenkuhle-Miles 2009; ). 

Some of the reasons for this are touched upon here. Firstly, due to their diverse geographical 

locations – they are found in four of five continents – and difference in socio-economic set-ups, it is 

difficult to generalize about emerging markets. Secondly, they are highly heterogeneous in terms of 
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their history, culture and economic structure. In addition to this, the understanding of the term 

emerging market may mean different things in different settings. While the focus in international 

business research is on their social and economic development and consequences for business 

activities, the focus of other scholars may be on a particular sub-category, such as financial markets. 

Further still, the general focus in more generic and quotidian literature is on the economic indicators 

such as growth and inflation or increasing trends in global resource use. 

 

Emerging markets are also found to be highly divers across the same geographic region. They exhibit 

varied ranges of growth patterns, with different combinations of growth and wealth creation. They 

also boast different levels of economic openness and freedom, as well as disparities in their level of 

financial stability. Neither are emerging market economies seen to follow similar paths of 

development even though they have similar starting points. There are great disparities between the 

former Soviet Union states, which will become clear in the following sections of this paper. These and 

other differences between emerging markets in the same regions are not merely due to differences 

in natural resource endowments for example, but has a clear connection with the developments in 

values, norms and institutions in each country. 

 

1.3.3 Relative Roles of State and Market 

Most emerging market countries still have a largely state-centered economy, resulting in a type of 

state capitalism. State capitalism is nothing new, and many western countries have used some 

version or other of state intervention in the free market to shelter new industries in their early 

phases of development, to develop economic attributes deemed necessary for a country’s successful 

development, and to generally ensure a more equal distribution of wealth. This was largely done in 

an era much less globalized than now, and the method was to a larger extent accepted as a 

necessity, both by national policymakers and on the international arena.  

 

In the past decades, there have been successful stories of countries transforming themselves from 

closed and underdeveloped to full-fledged members of the global economic environment. Singapore 

is one of these. In the 1960s and 1970s, Singapore transformed itself into a global special economic 

zone (SEZ), and the state channeled all resources necessary into achieving this. The country started 

by establishing itself as an important step in the global assembly line by producing semi-conductors. 

Now Singapore is a significant hub for financial and logistics services, and has developed the 

institutions necessary to ensure a business-friendly environment for both local and multinational 
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companies. One of the original ‘emerging Asian tigers’, Singapore has now achieved high levels of per 

capita income and an economy with well-functioning market supporting institutions. 

Some of the developing countries and emerging markets are defined as economies in transition, 

meaning that they are transiting from being closed economies to more or less open economies with 

most economic activity governed by the rules of the market. In addition to this, they have undergone 

transformation of their public and private sectors, where state owned enterprises (SOEs) are being 

privatized, and the overwhelming state-centered planning system is relaxed in favor of more liberal 

market mechanisms. In the last fifty years or so, the countries going through such a transition have 

taken different paths to a more liberal economy. Looking for example at the Ukraine and Russia, both 

marking their starting point with the fall of the Soviet Union, they are experiencing quite different 

paths of development. (Brown, Earle and Telegdy 2006) 

 

In addition, emerging markets not directly defined as countries in transition are still struggling to 

develop efficient market institutions to generate growth and stability, and attract business. Some of 

these countries, like India, have large, unmanageable populations and a legacy of inefficient and 

variable interference of state in markets. As the Indian politician and previous UN representative 

Shashi Tharoor wrote in in his book detailing the Indian socio-political legacy from liberation to now: 

“India has pursued an economic policy of subsidizing unproductivity, regulating stagnation, and 

distributing poverty. We call this socialism.” (Tharoor 2006, 159) Legacies relating to political and 

cultural values hold substantial value when attempting to explain the discrepancies in development 

between seemingly similar countries. A number of comparative studies of China and India have been 

undertaken, with Tarun Khanna perhaps the most prominent. His studies of the Chinese and Indian 

business environments from 2007 and 2009 focus on their contrasting models of economic 

development and simultaneous similarities in country characteristics (size, political systems and 

policy choices) and the juxtaposing nature of these factors. Interesting conclusions are drawn with 

regards to the consequences for the development of effective institutions and corresponding effect 

on the business landscape. 

 

According to a report from McKinsey Quarterly in 2010, the state is likely to play an increasingly 

important role in global issues in the next decade. This is due to three reasons: the fact that 

governments are increasingly called to mitigate the negative impacts of globalization; the tilt in 

power balance between the US-led free-market model and a Chinese model of strong state presence; 

and finally the increasing difficulty to reach consensus on multilateral approaches in global 

governance due to spread and dispersal of global economic power. (McKinsey Quarterly 2010, 2) 

States are challenged in turn by “transformative shifts in flows of capital, goods, labor, and 
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information that recognize no borders” (McKinsey Quarterly 2010, 2). This is something that MNCs 

seemingly recognize as one of the most important forces reshaping the global economy as well as the 

activities of MNCs in today’s international environment. 

 

 
Figure 1: Forces reshaping the global economy as identified by MNC executives 
 

Although this is just an attempt at predicting a trend, the prospects of an increasing role of the state 

in global issues will alter the relative roles and importance of state and markets in global markets. At 

the present moment however, it suffices to conclude that the role of the state – and the 

effectiveness in which it plays this role – is of paramount importance in emerging markets. Further, 

the level of effectiveness achieved by the state is dependent on the effectiveness of its institution 

and norms. As such, the role of state is emphasized both when it is overly present and controlling, 

but also when it is non-existent and unable to provide the support needed to manage information 

flows and enforce punitive measures necessary for in a well-functioning business environment. 

Studies often find that states lack the institutions to perform these intermediary functions and hence 

transaction costs related to business activities are seen to increase. This is often seen to result in an 

increased number of business conglomerates in a country. The size and scope of such conglomerates 

serve to internalize the services deemed necessary to function efficiently in the institutional 

environment. 

 

1.3.4 Reaching a definition of the Emerging Market 

Summing up, there is no clear definition of an emerging market economy. The main focus, however, 

is generally on the country’s level of development and the speed of growth – both illustrated by 

economic indicators such as GDP per capita and GDP growth rate. In addition, emerging markets are 

found practically all over the world, and have different economic set-ups dependent on their 
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economic structures, resource endowments and socio-political history. A similarity among them 

however, is the perceived role of the state versus the market in these countries, either in the form of 

its overbearingness, or non-existence.  

 

Despite of the great diversities found across emerging markets, they are repeatedly categorized as 

one group of countries exhibiting similar characteristics. To make use of such a classification with the 

purples of increasing companies’ understanding of new business opportunities and institutional 

environments, it is important to not only focus on the multinational’s liability of foreignness, but also 

recognize the complexities facing them in emerging markets. In the next section, a method of further 

classifying emerging markets and a deeper analysis into the different countries classified as emerging 

market economies is presented.  

 

 An Empirical Study: Identifying the Emerging Market 1.4
 

In the following section, a method of selecting and evaluating emerging market economies based on 

well-established definitions in business literature and application of macroeconomic indicators is 

undertaken to attempt to reach a more precise definition of the characteristics of the emerging 

market. 

 

This empirical exercise does not intend to point out a narrow categorization of emerging markets for 

the purpose of analyzing this group closer. On the contrary, the exercise is completed in order to test 

the hypothesis regarding the difficulty associated with pinpointing a comprehensive and clear list of 

what characterizes an emerging market economy. For a more detailed analysis of the exercise, please 

see appendix 2. 

 

1.4.1 Method of Choice and Purpose of Investigation 

As part of the study on the MNC’s institutional environment, a study of 62 countries from three 

regions with reference to nine indicators was completed. The objective of the study is two-fold: (1) 

To investigate which countries can be classified as emerging market economies, and (2) To explore 

the differences of institutional settings of countries and regions, as indicated by the following 

international indexes: 

 IFC/World Bank “Doing Business” 

 Transparency International “Corruption Perception Index” 

 World Economic Forum “Global Competitiveness Report” 
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Figure 2: Identifying EMs and Exploring Rankings of Institutional Settings 

 

1.4.1.1 Defining the Emerging Market 

There is no single definition for emerging markets, nor a unique classification system that allows for 

the grouping and ranking of countries according to their ‘emergedness’. In addition, the status of 

emerging market is a dynamic one, which changes in the global context of economic development, as 

well as with respect to every country’s development process. Therefore, this section wishes to apply 

a set of criteria to indicate a group of countries which can be classified as emerging markets at this 

point in time. The criteria are established through using a well-established definition of the term 

‘emerging market’ within the academic literature, as well as sub-definitions of the terminology used 

in the definition. 

 

The definition used as a working definition for Emerging Markets is: 

Emerging economies are low-income1, rapid-growth2 countries using economic liberalization3 as their 

primary engine of growth. They fall into two groups: developing countries in Asia, Latin America, 

                                                           
1 Using WB Global Atlas Method: In calculating gross national income (GNI—formerly referred to as GNP) and 
GNI per capita in U.S. dollars for certain operational purposes, the World Bank uses the Atlas conversion factor 
to reduce the impact of exchange rate fluctuations in the cross-country comparison of national incomes. The 
Atlas conversion factor for any year is the average of a country’s exchange rate (or alternative conversion 
factor) for that year and its exchange rates for the two preceding years, adjusted for the difference between 
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Africa, and the Middle East and transition economies in the former Soviet Union and China. 

(Hoskisson, et al. 2000, 249) 

According to definition by Hoskisson (2000), the four main determinants that indicate if a country 

can be categorized as an emerging market economy are: 

1. High growth rate (here defined as above 5% annual growth rate) 

2. Low income (here defined as the levels ‘low income’, ‘lower middle income’ and ‘upper 

middle income’, covering the range of GDP/capita from USD 1,005 to USD 12,275)45 

3. The use of economic liberalization as primary engine of growth (here defined as policy 

changes that extend the scope of the market, with a special focus on the international 

market6) 

4. The countries are either found in Asia, Latin America, Africa, the Middle East or former Soviet 

Union transition economies 

 

To comply with criteria 4, the following regions will be represented in this study: 

 South and East Asia 

 Latin America (not including Caribbean) 

 Eastern Europe and Central Asia 

 An average  of high income OECD Countries to provide a reference point for comparison 

 

                                                                                                                                                                                     
the rate of inflation in the country, and through 2000, that in the G-5 countries (France, Germany, Japan, the 
United Kingdom, and the United States). For 2001 onwards, these countries include the Euro Zone, Japan, the 
United Kingdom, and the United States. A country’s inflation rate is measured by the change in its GDP 
deflator. http://data.worldbank.org/about/country-classifications/world-bank-atlas-method  
2 Defined as higher than 4% annual growth to account for the slump in general growth rates due to the 
financial crisis. 
3 “Economic liberalization refers to the removal of both price and non-price barriers to the functioning of 
markets in the economy […]prices set by supply and demand reflect the true resource and opportunity costs of 
factors of production and allocate resources in the most efficient way, providing the most effective and efficient 
solution to the problem of scarcity.” (Odekon, "Economic Liberalization", SAGE E-references 2006). Examples of 
economic liberalization include labor, trade and capital-market liberalization. 
4  Defined as “developing countries” by the World Bank: 
http://databank.worldbank.org/ddp/home.do?Step=2&id=4&DisplayAggregation=N&SdmxSupported=Y&CNO=
2&SET_BRANDING=YES  
5 Two countries, Brazil and Russia, are classified as developing countries although their per capita income falls 
into the ‘high income’ range. This will be further discussed. 
6 “Economic liberalization refers to the removal of both price and non-price barriers to the functioning of 
markets in the economy […]prices set by supply and demand reflect the true resource and opportunity costs of 
factors of production and allocate resources in the most efficient way, providing the most effective and efficient 
solution to the problem of scarcity.” (Odekon, "Economic Liberalization", SAGE E-references 2006). Examples of 
economic liberalization include labor, trade and capital-market liberalization. 

http://data.worldbank.org/about/country-classifications/world-bank-atlas-method
http://databank.worldbank.org/ddp/home.do?Step=2&id=4&DisplayAggregation=N&SdmxSupported=Y&CNO=2&SET_BRANDING=YES
http://databank.worldbank.org/ddp/home.do?Step=2&id=4&DisplayAggregation=N&SdmxSupported=Y&CNO=2&SET_BRANDING=YES
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The regions represent a good mix of the two groups of emerging markets defined as developing 

countries (represented in the groups South and East Asia and Latin America) and countries in 

transition (represented in groups South and East Asia and Eastern Europe and Central Asia). 13 high 

income countries were included in the region for the purpose of regional comparison. Africa was not 

included, due to the high number of countries with sub-‘low level’ income and unsustainable levels 

of growth rates, albeit high ones. 

 

The countries for each region were selected on the basis of the World Bank definition of ‘developing 

countries’, through their per capita income corresponding to low- and middle income brackets. High 

per-capita income countries were included to display the disparities in the geographical levels. 

The 49 developing countries and 13 high-income countries according to region can be found in 

appendix 1, along with a detailed step-by-step process of assumptions and analysis applied in this 

empirical study. A summary of the indicators and assumptions applied can be seen in the table 

below. 

 

Table 1: Indicators applied according to criteria  

MACROECONOMIC 

SETTING 

Criterion 1 and 2: Ems exhibit high 

growth rates and low income levels 

 GDP per capita and GDP annual 

growth 

Criterion 3: economic liberalization 

and stability 

 Inflation Rate 

 Current Account Balance 

  Value of Oil Import 

 Population Growth 

Criterion 3: economic liberalization 

and stability 

 Government Total Expenditure 

 Government Revenue 

 

The result of the identification of emerging markets through an objective process of applying 

Hoskisson’s definition and suitable economic indicators is displayed below.  
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Table 2: Countries meeting criteria 1 through 3 and assumptions of Government Debt and Current Account Balance 

CRITERIA COUNTRIES REGION 

1. Growth rate exceeding 4% 

annual growth 

 

2. Per capita income 

corresponding to low- and 

middle income brackets 

 

3. Inflation rate not exceeding 

6% 

 

4. Minimum Government Debt 

and Positive Current 

Account balance 

China 

Malaysia 

Philippines  

Thailand 

 

 

 

 

SOUTH AND EAST ASIA (4) 

Bolivia LATIN AMERICA (1) 

 

 

Kazakhstan 

 

EASTERN EUROPE AND 

CENTRAL ASIA (1) 

 

Concluding this exercise of identifying emerging markets through applying macroeconomic and 

budgetary indicators, one is left with the following countries that meet the ‘new’ definition of 

emerging markets: 

1. Countries with per capita GDP categorized as low or middle income levels 

2. Countries with an annual GDP growth rate exceeding 4% 

3. Countries with an annual rate of inflation below 6% 

4. Countries with a low government revenue-to-expenditure ratio and with a current account 

surplus 

 

The resulting countries are: Bolivia, China, Kazakhstan, Malaysia, the Philippines and Thailand, 

prompting the new BRICs to be  ‘the BoChiKaMaPhT’.  

 

1.4.1.2 The Omission of Assumed “Emerging Market Players” and the Addition of New Ones 

The elimination of countries such as Brazil, India and Russia, along with Indonesia, Turkey and 

Vietnam comes as somewhat of a surprise. The countries are widely discussed as ‘emerging market 

economies’ in both colloquial and academic contemporary literature. For example, the IMF refers to 

Brazil as one of the leading global emerging markets, along with other emerging economies making 
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up the G20 group (International Monetary Fund 2011). In addition, Russia is not classified here as an 

emerging market, but is largely so in contemporary literature as one of the ‘BRIC’ countries, along 

with Brazil, India and China; of which China is the only country remaining according to the exercise 

just undertaken.  

 

Further, when comparing the emerging markets identified in this study (Kazakhstan and Bolivia) with 

the more conventionally known Vietnam and Turkey, a puzzling result emerges. A Google search for 

“Vietnam ‘emerging economy’” and “Turkey ‘emerging economy’” return 324.000 and 93.900 hits 

respectively. Interestingly, the same search for Kazakhstan yields 96.700 hits, while a search for 

Bolivia gives 48.700 hits. As such, the ‘emergedness’ of Kazakhstan seems to be not far behind 

Turkey, if one looks at the times the term emerging economy is applied to Kazakhstan. Still, it is 

rarely discussed as an emerging market, in academic or colloquial literature. This points out that 

there is still something missing – there are still differences in emerging markets, and our perceptions 

of them – that are not captured in objective categorization and rankings. The next section will look 

further into the differences among the emerging markets seemingly having similar attributes. The 

exercise has resulted in data demonstrating the differences and variety of rankings achieved by 

emerging economies.  

 

1.4.1.3 Differences and Similarities among Emerging Markets 

Although countries may seem to have similar set-ups in form of income level and growth rate, it is 

difficult to compare them in terms of their level of ‘emergedness’. We saw in the empirical exercise 

that the objective categorization of countries by applying indicators of economic growth and stability 

yielded a rather surprising result with regards to the classification of emerging markets. In this 

section, the emerging markets identified will be discussed with regards to their corruption, ‘business 

friendliness’ and global competitiveness. The rankings for these issues are taken from compounded 

international indexes specializing in ranking countries and their attributes on a global scale.  

 

The total number of countries investigated is shown according to region and as a function of their 

GDP growth rate and Global Competitiveness ranking in the figure below. The figure illustrates the 

average growth rates and global competitiveness ranking per region. The size of the circles illustrates 

the number of countries in each regional sample. While the two groups of Central Asia and Eastern 

Europe and Latin America display similar characteristics in term of their average growth rate to global 

competitiveness, the countries of South and East Asia are viewed to be considerably less competitive 

even though they have a higher aggregate growth rate. This is an interesting starting point for the 



Page 13 of 62 
 

following discussion, where we will look into the group of countries identified as emerging from the 

numerical evaluation. 

 

 
Figure 3: Countries investigated according to region and as a function of GDP growth rate and Global Competitiveness 
ranking 
 

The resulting countries from the evaluation: Bolivia, China, Kazakhstan, Malaysia, Philippines and 

Thailand, seemingly have little in common. Still, they all meet the criteria set to define an emerging 

market in today’s global economy. The countries exhibit large variances in their levels of growth rate 

(from 4.4% in Thailand to 9.3% in China) and even larger disparities in GDP per capita levels (from 

USD 2.329 in the Philippines to USD 10.467 in Malaysia). They have relatively similar levels of 

inflation, ranging from 2.7% in Malaysia to 5.5% in Kazakhstan, but this is also due to the fact that 

this criterion was set relatively low. Their corresponding rankings in the compounded indices applied 

are ridiculously dispersed, illustrating that it is not possible to analyze the merits of emerging 

markets either by macroeconomic indicators, or by compounded indices. The only index that was 

able to capture the relatively closeness of the countries in terms of their ‘emergedness’ was World 

Economic Forum’s index of Global Competitiveness, where the countries ranged from a high score of  

5,08 for Malaysia to a low score of 3,82 for Bolivia. However, the overall results from applying this 

index were not particularly dispersed either, with most countries ranging around 4.5 - 5.0, on an 

overall scale 1-7. 
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To evaluate the particular characteristics of these emerging markets further, we look at if it is 

possible to compare the different countries on the basis of how they ‘score’ on different indices. The 

idea is to seek out the similarities that should exist among these countries allowing businesses to 

understand the institutional contexts of emerging markets better. 

 

1.4.1.4 Evaluating relationship between Growth Rate and Corruption 

Looking at Figure 4, there seems to be a relationship between the annual growth rate of a country 

and its level of corruption: As growth rate increases, representing a key characteristic of emerging 

markets, the level of corruption gets better. It could be argued that the Philippines, Kazakhstan and 

China are on a similar path of development, with the level of corruption decreasing (corruption index 

becomes bigger) as the countries experience economic growth. However, Bolivia, Malaysia and 

Thailand represent deviating tendencies: Thailand and Bolivia have almost the same rate of economic 

growth; however, corruption is much less in Thailand than in Bolivia. In the case of Malaysia, its 

growth rate is lower than both China and Kazakhstan’s, however it has come further in achieving a 

corruption-free environment. 

 



Page 15 of 62 
 

 
Figure 4: Relationship between Growth Rate and Corruption 
 

1.4.1.5 Evaluating relationship between Public Institutions, Global Competitiveness and 

GDP per capita  

In the figure below, the relationship between the presence of functioning public institutions in a 

country and its level of GDP per capita may be seen. There is somewhat of a correlation between 

these factors, at least for lower income levels. However, Malaysia, Kazakhstan and to some extent 

Thailand deviate from the trend. What can be seen and expressed as a relationship is that as GDP per 

capita increases, the effectiveness of public institutions normally will too. However, the reasons for 

why Kazakhstan has a lower quality of public institutions than China, Malaysia and Thailand, even 

though it has a higher GDP per capita level, cannot be explained by the indices or ratio of numbers.  
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Figure 5: Relationship between presence of effective public institutions and GDP per capita 
 

Looking at Figure 6 below and comparing this with Figure 5, a similar relationship between GDP per 

capita and public institutions may be distinguished in the relationship between GDP per capita and a 

country’s global competitiveness ranking. As the presence of public institutions is one of the 

indicators determining the WEF ranking of a country’s competitiveness level, this similarity is not a 

surprise. However, it is interesting to see the strong correlation between competitiveness and 

effective institutions. 
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Figure 6: Relationship between global competitiveness and GDP per capita 
 

1.4.2 Making Sense of Emerging Markets 

These comparisons cannot be said to rightly portray the whole picture. The reason for why there is 

less corruption in Malaysia than in China are many, even though China has a higher growth rate and 

as such can be seen to be ‘more emerging’ than Malaysia. In a similar way, the reasons for why 

Kazakhstan has a lower quality of public institutions than China, Malaysia and Thailand, even though 

it has a higher GDP per capita level, cannot be explained by the indices or ratio of numbers.  In 

addition to the numerical comparisons of countries through economic indicators and compounded 

indices, or in replacement of these, the specific country’s institutional dynamics need to be 

investigated and understood. 

 

Emerging markets have complex and largely varying structures of norms and values, traditions and 

cultural patterns contributing to the structure of their institutions.  This is best investigated by 

looking into the dynamics of institutions, as well as the characteristics of emerging markets in terms 

of their institutional voids, gaps and differences. 
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 Institutions in Emerging Markets – voids, gaps and differences 1.5
The economic indicators and indices investigated in the previous study are not sufficient to evaluate 

and understand the real issues and scope of the emerging market context faced by multinational 

corporations. A deeper look into the issues why is presented here.  

 

In terms of emerging markets, it is especially interesting to look at the institutional dynamics in terms 

of institutional differences from known environments. Unavoidably, the point of departure for most 

MNCs will be a certain expectation towards a country’s institutions and norms – both formal and 

informal – and how they are able to strengthen the business landscape and ease the execution of 

business strategies. This is largely seen as the role of institutions: they are the formal and informal 

guidelines in society, both in terms of rules and regulations, but also in terms of norms and values 

guided by cultural and historical tradition. Further, the importance of institutions and institutional 

differences has long been the focus of research, as it can be argued that “institutional development 

(or underdevelopment) in different emerging economies directly affects entry strategy” of foreign 

firms. (Meyer, Estrin, et al. 2009, 62) 

 

An example of an institutional difference found in emerging markets, and particularly so in transition 

economies, is that of increased transaction costs, due to the ‘weak institutions’ present and 

corresponding high uncertainty. Meyer and Peng give the example of lack of information systems 

and effective courts for upholding regulatory decisions. (Meyer and Peng 2005, 603) 

 

As with the case of Danish companies in China, the difficulties in finding the right communication 

channels; changing regulations and steep increases in costs related to infrastructure and operations 

are all connected to a lack of understanding of country-specific institutions and norms. Due to 

unexpected institutional voids in terms of lack of known communication channels known to the 

Danish firm, it was not able to realize its planned marketing strategy. Through a better understanding 

of the dynamics behind the Chinese market, the Danish firms would be able to act accordingly, using 

both their own knowledge and the mechanisms in the market to manage their activities and achieve 

their goals.  

 

The institutional differences experienced by MNCs in emerging markets – often in terms of voids and 

gaps in known institutional frameworks – may be explained in terms of regulatory, cognitive and 

normative dimensions. These all influence the ability of a firm to manage in a foreign context, and 
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build on the firm’s increased liability of foreignness as it moves further away from its known business 

environment, as explained earlier.  

 

To compensate for the lack of local knowledge, the MNC must find other ways to uphold its 

competitive advantage and secure the level of control needed to successfully predict its new 

environment and identify the business opportunities, and manage accordingly.  

In a working paper on institutional distance and international business strategies in emerging 

markets, Ionascu, Meyer and Estrin use the concept of institutional distance to explain how 

differences between countries affect the decisions made by MNCs. They build on previous concepts 

of cultural distance and add that cognitive and regulatory aspects may have different effects on MNC 

strategies in terms of their entry strategies. (Ionascu, Meyer and Estrin 2004) 

Although the aspects of culture, cognitive and regulatory distance go a far way in explaining the 

challenges faced by MNCs in emerging markets, this thesis wishes to investigate an aspect thought to 

have even greater influence in emerging markets, and hence also provide the MNC with a more 

comprehensive understanding of institutional dynamics in the emerging market. 

Building on the conclusions drawn in the short empirical study, as well as real life examples from 

western companies attempting to enter emerging markets, the focus of the thesis is explained in the 

following section on problem formulation area and research question development. 
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2 Problem Formulation and Research Question 
 

 Problem Formulation 2.1

2.1.1 Topic and Context 

The possibilities within international business research are vast and many. In recent years, there has 

been a call for re-organization of topics within the area, as well as questions pertaining to a potential 

stand-still in international business studies (Meyer 2004 and Shenkar 2004). A potential stand-still is 

hard to imagine, as the unanswered questions are still many, coupled with the fact that the 

increasing complexities of the global dynamic environment render old hypothesis outdated and in 

need of reconsideration. 

Closely linked to this, there are calls for research pertaining to the areas of MNCs, their changing and 

uncertain environments, as well as the political processes surrounding and penetrating MNC 

strategies on several levels. Some of these concerns are voiced in the following ways: 

Sample Research Topic: 

 The topic of POLITICAL PROCESSES AND FOREIGN INVESTMENT: “Rather than look at the 

government as the rule maker, study the diverse political landscape and the various 

constituencies that MNE must contend with (but often solicits the support of) when seeking to 

launch or expand foreign investment. Such data are often readily available, and IB 

researchers can then study their relative impact in conjunction with more economically 

oriented variables.” (Shenkar 2004, 169) 

 The topic of MNC’S ROLE IN SOCIETY: “Thus although international business scholars are 

arguably the prime experts on MNEs, they have contributed relatively little to explaining and 

evaluating 'the role of MNEs in society' […] This paper presents a research agenda with the 

aim of engaging international business scholars in the broader scholarly debates on the role 

of business in society, and in emerging economies in particular.” (Meyer, Perspectives on 

Multinational Enterprises in Emerging Markets 2004, 261) 

 

There is a clear appeal for further work to be done in the nexus of multinational corporations, foreign 

entry and political processes. This thesis has as its point of departure multinational corporations and 

emerging market possibilities. Further, it will focus on the potential of including political elements 

into firms’ understanding and management of emerging market institutional environment.  
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2.1.2 Theoretical Point of Departure  

In PERSPECTIVES ON MULTINATIONAL ENTERPRISES IN EMERGING MARKETS (Meyer, Perspectives on 

Multinational Enterprises in Emerging Markets 2004), Meyer emphasizes the lack of research 

regarding MNCs’ role in economies in general, and particularly emerging markets. His goal is to 

encourage more international business research in the field of FDI spillovers in emerging market 

societies, and to look at the impact of MNCs on the broader social and environmental context. He 

arguments that through analyzing MNCs activities and capabilities, as well as the special 

circumstances such as characteristics of the MNCs investment projects, local firms in the host 

country as well as the institutional framework will enlighten the area of MNCs and spillover effects in 

emerging markets.  

 

Meyer takes the firm as point of departure in terms of its capabilities and activities, but assigns the 

host country’s institutions and societal context as the research object. This has several implications 

for future study. Most research is done with the firm as the object of interest: how MNC emerging 

market strategy can be enhanced; how host country regulative environment affects MNCs; how 

MNCs can successfully compete with local firms in the local context. In his article, Meyer states that 

 

 “International business research has been largely looking into the MNE, 

rather than ‘looking out’ from MNEs to the societies in which they are 

operating.”     

(Meyer, Perspectives on Multinational Enterprises in Emerging Markets 2004, 260-61) 

 

With this, Meyer raises two important points. Firstly, Meyer appeals to the more ‘ethical’ side of 

international business research, and it starts to look dangerously like something that has been 

abundantly research in the last decade, namely the field of corporate social responsibility (CSR). It 

can be debated if CSR is initiated to safeguard or increase financial return for the company, or 

developed from a concern for local and global social and environmental development, but this is not 

a debate that will be further pursued in this paper. Secondly, and more importantly, Meyer appeals 

to an inter-disciplinary approach to analyze and raise the level of certain research areas and debates 

within the area of MNCs and emerging markets. Meyer calls for the fields of political economy, 

history, sociology and psychology, among others, to be re-incorporated into the field of international 

business study in order to further the research agenda. (Meyer, Perspectives on Multinational 

Enterprises in Emerging Markets 2004) 
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This paper attempts to continue from this article, building on these elements. Meyer focuses on 

inter- and intra-industry spillovers, as well as institutional settings and consequences. His focus does 

not mention forces of political nature, or the closely linked concept of power relations, nor does it 

evolve into the inter-disciplinary research context of political economy and the co-evolution of 

corporate strategy and the firm’s surrounding environment. 

 

2.1.3 Focus and Relevance 

This thesis has relevance to issues of emerging market strategy and strategies for new, unknown 

institutional environments. Moving beyond the ‘external shell’ of strategy that investigates effective 

ownership and organizational patterns for EM strategies, or new profitable business expansion plans 

for poor countries (exemplified by bottom-of-pyramid strategy), this thesis brings relevance to the 

area of international business theory by proposing an alternative method of viewing strategy in the 

context of a firm’s institutional environment. 

 

 Research Question 2.2

2.2.1 Considering the situation 

As mentioned, businesses are increasingly pressured to not only operate and produce more 

efficiency; they also face the challenge of doing so sustainably in tune with societal pressure and 

global challenges of climate change, unsustainable consumption and continuous unequal distribution 

of wealth. Calling for firms to solve global issues may be far-fetched, however their involvement in 

these issues cannot be denied although their share in the responsibility is highly debated. It is 

however clear that the days where firms’ sole responsibility lay with their shareholders are gone. As 

such, the attempt to extend the approach and understanding of business strategy to involve issues 

beyond those economic has been set on the agenda. Some firms have been successful in re-

evaluating their strategies to fit the new external environment, but for others it is a long run still. 

With this in mind, it is the hope that this thesis may have some relevance to firms that wish to take a 

deeper look into their emerging market context and increase their understanding of the complex 

socio-political structures that will be affecting their business in the future.  

 

2.2.2 Main Research Question and Follow-up Questions 

There are many ways of measuring the effects MNCs have on host countries, ranging from the type 

of investment, the goal of production and the impact on MNCs internal efficiency and knowledge 

transfer. In this paper, I wish to look beyond these effects, and hence leave these directions of 
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research largely untouched. The attempt is rather to look at the more intangible benefits of looking 

at strategy politically. As such, this paper wishes to investigate the concepts of power and bargaining 

power, firm’s external control and the interdependencies between the firm and its institutional 

environment in emerging markets. This is further specified in the research question: 

 

How may a better understanding of institutional environment dynamics help Multinational 

Corporations optimize their ability to manage their Emerging Market context? 

 

To enable a thorough investigative process and ensure consistency across the different sections of 

this paper, the following sub-questions have been identified: 

 How, and to what extent, may the concepts from International Political Economy perspective 

be useful in explaining the institutional dynamics of emerging markets? 

 How may international firms extend their understanding of their environment by including 

concepts of power and control in order to improve their chances of achieving long-term 

sustainable strategies for new markets? 

 

This investigation is developed in the following manner: 

Firstly, an introduction to the challenges faced by MNCs in emerging markets is presented, as well as 

a description of the emerging market context. Within this section, a brief study of emerging markets 

has been undertaken, to illustrate the challenges in defining emerging markets and their unique 

character.  

 

Secondly, a theoretical investigation into the contributions of various international business theories 

on the topic of the firm’s external environment and its interactions with such is made. Following this, 

an examination of the same topics is made with regards to theories from the perspective of 

international political economy. Merits from the two perspectives are evaluated with regards to how 

firms may better understand their external environment, and particularly that of institutions and 

interactions with this external environment.  

 

Thirdly, a synthesis of the findings from the two theoretical perspectives is made, with the focus on 

how they may contribute to offer a better understanding of the MNC in its institutional environment. 

Finally, the thesis is concluded with a look into how the perspective of international political 

economy may contributions to an extended understanding of how to optimize MNC management of 

the emerging market context.  
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2.2.3 Contributions 

This thesis will contribute not only to understanding the complex socio-political reality faced by 

MNCs in emerging markets, but will hopefully also contribute to understanding the complexities of 

the relationship between firm and its institutional environment, focusing largely on understanding 

the nature of power dynamics between firms and their emerging market environment. 

 

Further, it is believed that this thesis may have some contributions to the agenda of scholarly 

research and understanding of foreign firms in emerging markets. Through combining the 

perspectives of international business theories and international political economy theories this 

thesis reunites the interdisciplinary way of using business theory in combination with other 

disciplines. In this way, we are still recognizing classifications of the firm’s resources and capabilities 

while at the same time looking at a company through a ‘political’ lens. This is a need that has been 

pointed out by several scholars of international business. 

2.2.4 Limitations 

It should be noted that it is not possible to make a final, objective and all-encompassing account of 

the effects and implications of firm-environment relations. Neither is it the intention of the paper to 

enter into detail about firms’ operational activities and complete a detailed analysis of the complete 

number of firm stakeholders in relation to these activities.  

 

Nor is it the objective of this paper to offer an analysis of the types of actors that MNCs are faced 

with in their emerging market environments. Rather, it is the types of relational interactions existing 

that are found to be of interest. This enables the paper to be general of use; however, it may also 

prove to be a limitation of analysis, as it is not applied on any concrete case study. 

 

In addition to this the choice of theories and frameworks applied also translate into a biased 

structure of interpretation and analysis. The aspect of evaluating the ‘value-added’ factor of firm 

presence in an emerging market implies the existence of several presuppositions mostly rooted in 

the existing frameworks originating dominantly in Western thought. Conversely, there exists a 

multitude of needs and desired objects based on social and cultural traditions unique to the country 

in question.  

 

As such, this thesis will at best determine a pattern of issues that will benefit the multinational in its 

understanding and management of emerging market context. In addition, it offers a framework of 
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analysis not previously explored, namely that of looking at the firm’s strategic existence from a 

politicized point of view. Although this has been done before, the analysis often stops short of 

including political behavior as strategy and correspondingly does not investigate the effective 

development and use of structures and capabilities available to the firm in a political manner. 
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3 Methodology 
This paper is a literature study of theories of international business and international political 

economy in relation to institutional frameworks, emerging markets and multinational corporations. 

In addition, an empirical investigation into the classification of emerging markets as well as 

divergence of institutions was made. Hence, the topic of this thesis has been approached in a 

deductive manner, seeking to clarify the importance of institutions in the context of multinationals 

and emerging markets. 

 

The objective of using these approaches is to investigate (1) the usefulness of the two schools’ 

theories and analytical frameworks to the research question, and (2) the usefulness of a pragmatic 

classification process of countries as emerging markets to understand their potential for MNCs.  

 

As the importance of emerging markets increases in both academic literature and in company 

boardrooms, it is valuable to review the analytical and cognitive approaches that feed into MNCs’ 

ability to identify opportunities and manage these in the emerging market setting. Due to the MNCs’ 

liability of foreignness, coupled with the unknown of the EM, companies seem to face unmanageable 

challenges. How can theory shed light on the management of such challenges?  

 

 Social Constructionism and Relativism 3.1
This paper is grounded in social constructionism, in the way that ‘reality’ is not an objective exterior 

but socially constructed and only given meaning when it is applied by people, organizations and 

institutions. Linked to this, relativism, and critical realists view truth as determined by different 

viewpoints. (Easterby-Smith, Thorpe and Jackson 2008) The objective and related methodology of 

this thesis is to a lesser extent to measure data or to identify patterns. Instead, it is to highlight and 

appreciate the different constructions and meanings attributed to institutions, emerging markets and 

multinationals and the reasoning behind these. In this event, the understandings of both social 

constructionism and relativism are useful. The main implications and goals of social constructionism 

are detailed in the table below. 
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Table 3: Implications and goals of Social Constructionism and the understandings of Relativism 
Social Constructionism  

The observer Is part of what is being observed 

Human interests Are the main drivers of science 

Explanations Aim to increase general understanding of the situation 

Research progresses through Gather rich data from which ideas are induced 

Concepts Should incorporate stakeholder perspectives 

Units of analysis May include the complexity of ‘whole’ situations 

Generalization through Theoretical abstraction 

Relativism (critical realist)  

Truth Is determined through consensus between different viewpoints 

Facts Depend on viewpoint of the observer 

(Information modified from Easterby-Smith, Thorpe and Jackson 2008) 

 

 Critical Theory 3.2
Although critical theory started as an intellectual movement seeking to critique the effect of 

technology and society on human development some eighty years ago, it is useful in the way it 

contributes to our understanding of reality, knowledge and importance of social relations. In contrast 

to positivist or traditional theories that seek to interpret and explain through theoretical 

perspectives, critical theory seeks to investigate transformations of social relations. (Kincheloe and 

McLaren 1994) 

 

Habernas’ work within critical theory in the 1970s and 1980s has contributed to interlink the 

understanding of social relations with that of communication and communicative rationality. As such, 

he suggests the idea that knowledge is determined by interest, and very often it is the “more 

powerful people in society who determine what is regarded as ‘true’” (Easterby-Smith, Thorpe and 

Jackson 2008, 74). Further, critical theory focuses on the processes of communication, culture and 

political consciousness, and how they are created. This is done through the enquiry into our 

understanding of the assumptions that underlie cognitive formations of knowledge and the 

pragmatic or conscientious reach of mutual understanding of ‘truths’. (Kincheloe and McLaren 1994) 

These ideas from critical theory are highly relevant in the discussion of meanings and constructions 

attributed to multinationals and their understanding of institutions and emerging markets as 

described in theories of international business and international political economy.  
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 Research Paradigm 3.3
The field of qualitative research is linked to and compliments social constructionism. As stated by 

Denzin and Lincoln, “the field of qualitative research is defined primarily by a series of essential 

tensions, contradictions, and hesitations”. Further, “qualitative research is multi-method in focus [… 

and] deploys wide range of interconnected methods, hoping always to get a better fix on the subject 

matter at hand” (Denzin and Lincoln 1994, ix-2). As such, the focus is on complex and multi-faceted 

indicators, as well as contextual analysis. 

 

In addition, particular attention should be given to the epistemologies of social constructionism and 

relativism – both contributing to the above-mentioned understanding of qualitative research. From a 

relativist point of view, it is assumed difficult to access the core ‘reality’ without pursuing multiple 

perspectives; however, it does not well accommodate institutional and cultural differences. In social 

constructionism, observation and reflexivity is often used as a methodological design to ensure that 

the relevance of the study is captured, however, the method is highly time-consuming and the 

results may be inconclusive. (Easterby-Smith, Thorpe and Jackson 2008) 

 

 Gathering data 3.4
The research for this paper has not grown from particular hypotheses or preconceived 

interpretations of how multinationals view their institutional frameworks. Rather, it has emerged 

from questions with regards to how the literature views MNCs in their institutional context, what 

concepts are specified in these observations, and in what way this can contribute to MNC 

management of institutional contexts. From this, alternative literature contribution and critical 

awareness of power relations between MNCs and their institutional context may be of use when 

identifying how MNCs can better manage their institutional context to gain access to opportunities in 

emerging markets. 

 

For this purpose, mixed methods are used to make up for what is regarded as a credibility weakness 

of constructivist methods and a generalization rigidness weakness of triangulation. By combining 

methods of using theories from different schools of thoughts combined with a quantitative study; 

this thesis attempts to access the aspects of MNC interactions with its emerging market context 

through observations of patterns in data and concepts and notions in literature.  
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3.4.1 Literature Review 

The literature review was completed with certain specifications and attentions in mind. First, a large 

scope of literature was studied, both in the field of international business and international political 

economy, and with respect to different topics and themes, such as inter-business relations, inter-

state relations and global governance frameworks involving states, businesses and civil society. 

Although relatively scarce, the literature on emerging markets and developing countries were 

prioritized. Literature involving cultural aspects, as well as historical systems of institutional 

frameworks and governance were also studied, as well as contemporary issues of business and 

institutions with regards to financial and environmental topics. Finally, the emphasis of this study 

rested on the inquiry into how the concept of ‘power’ has emerged in relation to multinationals and 

their institutional environment, both in the international business and international political 

economy literature. This is also the main focus of the literature studied in this paper. 

 

3.4.2 Empirical Data 

A detailed description of the methods for the empirical data gathered in the quantitative study can 

be found in annex 1. However, a short summary of the method is given here. The idea was to 

investigate, with the highest degree of objectiveness possible, how the term ‘emerging markets’ may 

be understood through the use of numerical indicators applied to developing countries in three 

regions. First, the bulk of developing countries were sought out in these three regions, using 

economic indicators from the International Monetary Fund as well as definitions applied by the 

World Bank. The deduction made from developing countries to emerging markets was then 

documented by the use of well-established definitions of the concept of emerging markets along 

with the application of relevant economic indicators. The exercise resulted in two things: (1) a list of 

countries that objectively should be perceived as ‘emerging markets’, and (2) the understanding that 

‘emerging markets’ as a concept is difficult to understand without further knowledge into how 

institutional frameworks influence, and are perceived to influence, the activities of actors that exist 

in these frameworks. 

 

 Validity 3.5
Taking a critical realist standpoint (see Table 3 earlier in the section), the author recognizes that 

social conditions and environments have real consequences for the contexts studied, even though 

they may not all be dealt with and labeled. In addition, the constructions of human beings and 

organizations contribute to the production of concepts. It is these aggregated concepts that 

contribute to different viewpoints, and further exist as basis for consensus and collectively determine 
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the truths. Culture, history and socio-political backgrounds influence these human constructions, and 

causes the concepts and viewpoints to be dynamic and in constant change. With this background, 

the validity sought in this paper is not in terms of verification/falsification of truths, but rather to 

contribute to the overall understanding and elaboration of institutional frameworks with regards to 

multinationals and emerging markets.  

 

 Limitations 3.6
As the methodology rests mainly on theoretical perspectives of the research topic, the paper will also 

mainly result in a broad, and general, investigation of the issues related to this topic. Supplementing 

these theoretical views with first-hand data from interviews of multinationals to inquiry into their 

understanding and knowledge of emerging market institutions would without doubt contribute to a 

deeper understanding of the specific and contemporary challenges thought to be presented to 

multinationals in emerging markets. However, the choice to use mainly theoretical perspectives, 

underbuilt with an empirical exercise was made in order to understand the ‘outside-in’ rather than 

the ‘inside-out’ perspective of multinationals. Conversely, by interviewing a selected sample of 

multinationals, this would limit the thought process and variance of issues available in the paper for 

the purpose of consideration and analysis. 
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4 Browsing the Rulebook: Theoretical Context 

 Theories of International Business 4.1
Here, the main theories pertaining to the explanation of the firm setup and interactions with its 

external environment are explained. This section accounts for the main theories of international 

business, as well as the concept and frameworks of analysis that may be useful when analyzing the 

MNC’s surrounding environment and the structural elements behind in relation to the research 

question. 

 

Mainstream business theories and strategic analysis do not show an explicit interest in firm’s 

external power relations and the elements constituting its interactions with the external 

environment. However, interesting proponents have been found in the following theories and 

approaches to understanding firm external environment. Further, the nature of firm-environment 

relations is mostly found to be characterized either by conflict, isomorphism or as a mutual 

relationship between actors. In this section, the theories of resource-based view, institutional theory, 

stakeholder theory and resource dependence theory have been further looked into with respect to 

firm interaction with its external environment as well as the respective theories’ accounts of 

emerging market dynamics. 

 

4.1.1 Resource-Based View 

The resource-based view (RBV) theory argues that the firm is constituted by a bundle of resources. 

These resources are the source of the firm’s core capabilities, which, in term, are the source of 

competitive advantage.  A resource-based view is a theory that explicitly recognizes the importance 

of intangible resources in the pursuit of firm’s sustainable competitive advantage. Barney (1991, 101) 

defines firm’s resources to include: ”all assets, capabilities, organisational processes, firm attributes, 

information, knowledge, etc. controlled by a firm that enable the firm to conceive of and implement 

strategies that improve its efficiency and effectiveness”. These resources can include human capital, 

including managers and employees, technological capital, knowledge-based capital, and tangible-

asset-based capital, among others (CSR initiatives, risk and compliance systems and other internal 

systems and procedures are also considered to be such resources).   

 

RBV differs from earlier theories because it opens up for the possibility that firms are heterogeneous 

with respect to the strategic resources they control as well as the fact that resources are not 
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perfectly mobile across firms. (Barney 1991) At the same time, resource-based scholars argue that 

firm-level factors to a greater extent explain differences in firm performance than what the industry 

or country factors may explain. Similarly, it is on the basis of economic rationality and strategic 

decision factors that firm decisions are made. (Oliver 1997) 

 

RBV views resource selection and accumulation as functions of both firm-level decision making 

processes and external strategy factors. The drivers of firm-level decisions include motives of 

efficiency, effectiveness and profitability, while the external influences are found in strategic industry 

factors exemplified by buyer and supplier power, intensity of competition, industry and product 

market structure. (Oliver 1997)  

 

4.1.1.1 RBV and Bargaining Power 

As earlier mentioned, RBV extends beyond more traditional views of international business theory in 

its definition of resources held by the firm, both in terms of type and scope. In relation to foreign 

market strategies, the theory also specifies the nature of (core) capabilities that may provide firm-

specific advantage in these new environments. One of these is the capability defined as bargaining 

power. (Moon and Lado 2000) 

 

The concept of bargaining power enables the analysis of how firms cope with the political forces 

from host governments, with research efforts channeled at examining the antecedents and 

outcomes of MNC’s relative bargaining power vis-à-vis host country governments. 

 

Bargaining power is seen primarily as a function of the firm’s unique resources, which are firm-

specific and hard to copy, rather than stemming from country- or industry-level specifics. This is 

directly in line with RBV and its firm-centered view of unique resources. In other words, “in the 

context of the resource-based view [...] firm-specific resources […] will directly determine MNC-Host 

government bargaining power relationship and that industry-level and country-level factors may 

serve as moderators of this relationship” (Moon and Lado 2000, 86). 

 

The bargaining power concept is based on a bargaining power network, which is measured in terms 

of the bargaining outcomes achieved. The sources of MNC bargaining power originate, as previously 

defined, from the level of the firm. However, in order to account for variations in the relationship 

between the firm-level capacities and the effectiveness of MNC’s bargaining power, the contextual 



Page 33 of 62 
 

factors of industry and country are included in the analytical framework. (Moon and Lado 2000, 102-

110) 

 

The relationship between bargaining power and performance, briefly touched upon in international 

business theories, is implicit at best and non-existent at worst. RBV is able to further uncover this 

area through by means of the centrality of finding and sustaining economic rents in RBV theory. 

Within the framework of MNC bargaining power, “bargaining power is proposed to be a mediator 

variable, suggesting that it facilitates the linkage between firm-specific resources and economic 

rents” (Moon and Lado 2000, 102). 

 

It is the argument of Moon and Lado that MNCs, as opposed to domestic firms, have the unique 

ability to effectively manage the political authority of foreign countries’ government policies and 

actions. It is the ability of the MNC to effectively apply its unique resources and capabilities to 

achieve greater bargaining power vis-à-vis the host government that determines the success of its 

strategies. (Moon and Lado 2000)   

 

The bargaining power again, depends on the size and nature of the bargaining outcome. The original 

outcomes sited by Moon and Lado in their article, covering past research results7, are found to be 

lacking when establishing the MNC’s relative bargaining power achievements in an environment 

including more than two actors. They identify three different creation and appropriability of 

economic rents: (1) Ricardian rents, indicating the “relative efficiency in resource development and 

deployment” (Moon and Lado 2000, 103); (2) Monopoly rents, resulting from deliberate restriction of 

output and (3) Composite quasi-rents depending on the continued association of resources through 

collaborative ventures. All of these may be the source of more or less sustainable competitive 

advantage for the MNC, depending on the bargaining position it holds vis-à-vis the host government. 

The firm-level, industry-level and country-level resources that are thought to yield sustainable 

bargaining power and hence generate long-term economic rents and provide the firm with a long-

term sustainable strategy for management of its contextual relations are listed in Table 4 below. 

  

                                                           
7 The different bargaining outcomes include MNC’s ownership level, the likelihood of withdrawal of subsidiary 
operations by the host government, and the ability of the MNC to obtain favorable treatment from the host 
government. 
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Table 4: Resources yielding MNC Bargaining Power vis-à-vis host government (Moon and Lado 2000) 
Firm-level resources of MNC 

Bargaining Power 

Industry-level resources of 

MNC Bargaining Power 

Country-level resources of 

MNC Bargaining Power 

Managerial Resources Industry Concentration Country Appropriability Regime 

Technological Know-How  Host Country level of Economic 

Development 

Reputation  Host Country Cultural Context 

 

4.1.2 Institutional Theory 

Institutional theory regards a firm’s decisions in relation to the surroundings of the firm. It situates 

the firm in its greater context of socio-political actors and posits that organizations adopt different 

procedures, structures and ideas through the process of interactions that take place in this context. 

The adaption to these institutions are based on how the procedures, structures and ideas dictate 

behavior, and conversely not based solely on ideas of efficient allocation of resources and 

maximization of profit, as most other theories have as an underlying argument. The central idea here 

is that the behavior, views and hence strategy of firms are influenced by external, and not only 

internal determinants. In other words, there is a shift from the internally driven focus on cost, 

efficiency and optimal allocation of resources to decisions motivated by external factors for 

legitimacy constructed in an institutional context. (Peng and Khoury 2009) 

 

The institutional view of international business has gained in importance in the same pace as the 

importance of non-western markets in the global economy. As the sphere of businesses move 

beyond the developed world, the institutional theory aids in explaining not only the basis for 

business decisions, but also the relations between businesses and actors in states where the 

institutional set-up differs from what is normally seen as the point of departure of businesses. 

 

Peng (2009) also supports that firms need to take into account wider influences from sources such as 

the state and society when crafting and implementing their strategies; which he defines as the 

‘institutional frameworks’. Strategic choices are therefore reflections of the formal and informal 

constraints of a particular institutional framework that firm decision makers confront. 

 

4.1.2.1 Firm Intent and Goal 

Institutionalism also offers insight into what alternative factors may affect firm decision making. The 

firm as an organization and as a global actor has traditionally been distinguished from other social 
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actors as one that is solely driven by goals of maximizing the return of its resources. By analyzing the 

firm through an institutional lens, the firm’s attention and need for adaptation to its surrounding 

environment adds goals beyond the short-term profit maximization. Institutional theory reflects on 

issues of social concern and directs the attention of firm, and the scope of the analysis beyond the 

traditional firm-shareholder model and into an analytical sphere that reflects responsibility, the 

firm’s social and political existence and the consequences its actions have on actors other than 

shareholders. 

 

4.1.2.2 Firm boundaries and control: The Organizational Field 

Institutionalism also sheds light on the understanding of the firm as an organization. Instead of being 

seen as a closed entity, firms may be viewed as arrangement of several entities, or a network of such. 

As Selznick specifies, “the typical large organization is better understood as a coalition, governed by 

multiple rationalities and negotiated authority, than as a unified system of coordination” (Selznick 

1996, 275).  Further, they are subjected to their external environment in the way that they form 

successfully accomplished transactions. Indeed, these are contextual transactions that firms must 

engage in in order to be able to survive and grow, and have the ability to control their surroundings. 

(Selznick 1996) 

 

In institutional theory, the immediate environment of the firm is referred to as its ‘organizational 

field’, comprising of the group of actors related to it through “a common meaning system” and 

whom it will “interact more frequently and fatefully with […] than with actors outside the field” 

(Hoffman 1999, 352).  Hoffman specifies that this field constitutes of actors that are centered around 

“common channels of dialogue and discussion” (Hoffman 1999, 352), but that this does not mean 

that they have the same perspectives, utilize the same method of communication, or are in 

agreement in their form of dialogue. The presence of a field structure may be identified through an 

increase in the amount of interactions between actors, an increase in the amount of information 

they share or their mutual identification of involvement in a common debate.  

 

An organizational field can be understood as an ‘arena of power relations’ and the connected process 

understood to resemble an ‘institutional war’ (White 1992 and Brint and Karabel 1991, as cited in 

Hoffman 1999),  where the definition of important issues and the type of institutions that will guide 

actors’ behavior is debated and even the basis for inter-actor competition. Each actor is influenced 

by and has influence over these field-level interactions.  Understanding the full extent of an 

organizational field thus entails the understanding of the actors involved, as well as the institutional 
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structures involved. The definition of an organizational field and the actors involved will then provide 

the possibility of identifying the forces that interact to create stability and inertia, or change and 

disruptiveness. An organizational field cannot be understood as static, but is rather a dynamic 

structure depending on the entry and exit of actors or larger populations of such.  

 

Through the identification of organizational fields it is possible to identify the antecedents and forces 

involved that create institutional changes through disruptive events. These events may take several 

forms, for example through natural catastrophes or regulatory events, and have the power to cause 

the reconfiguration of set institutional structures of organizational fields. As such, the notions of 

organizational fields, its attached institutional structure and disruptive events may change the reality 

of boundaries and control capacities for firms. 

 

In his article ‘Institutional Strategy’, Lawrence underlines the importance of both “politics and routine 

in the structuring of organizational fields” (Lawrence 1999, 162) in the setting of institutional 

analysis.  Drawing on Greenwood and Hinings, Lawrence emphasizes the need to bring together the 

attention to power and its symbolic elements originating of old institutionalism with the attention to 

legitimacy and cognitive insight of new institutional theory. Through this he posits that it is possible 

to find a foundation to better understand the relationship between different actors, their strategies 

and the institutional context. (Lawrence 1999) 

 

4.1.3 Stakeholder Theory 

Developments within stakeholder relations and business represent one of the most popular strands 

of business theory in recent years. The main focus has been on how to categorize these stakeholders 

in order to identify how they influence the firm’s operations, and how the firm in turn reacts to these 

influences.  

 

One way of understanding stakeholder environments is through using concepts of social network 

analysis (Rowley 1997). Instead of analyzing the impact each individual stakeholder has on firm 

operations and behavior, the structure of the stakeholder environment is focused on. Through this, a 

set of structural characteristics of the firm’s environment in established.  

 

Since the 1980s, stakeholder theory has been used to add much-needed dimensions to different 

theoretical aspects of business and management, for example as a framework to categorize the 
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relationships of business and society. Interestingly, stakeholder models have also been useful in the 

purpose of providing alternative approaches to corporate social activities. (Rowley 1997) 

 

Rowley (Rowley 1997) uses stakeholder theory and social network analysis to identify types of firm 

behavior in response to its external environment and stakeholder pressures.  

 

4.1.3.1 Stakeholders and Influence 

There have been a wide variety of definitions with regards to the term stakeholder, with various 

importance put on the stakeholders right to- and ability to affect the firm. While explaining the 

concept of stakeholder and its connections to businesses, Freeman defines stakeholder as “any 

group or individual who can affect or is affected by the achievement of an organization’s purpose.” 

(Freeman 2010, 53) 

 

Carroll and Buchholtz (2008) discuss three elements/criteria of stakeholder influence:  

 Legitimacy – refers to the perceived validity of the stakeholder’s claim. The validity again 

depends on the type of relationship the individual stakeholder or group of stakeholder has to 

the firm. For example, those stakeholders that have a close and defined relationship to the 

company will be perceived to have stronger legitimacy 

 Power – refers to the capacity to produce an effect. This is unaffected by the level of 

legitimacy the stakeholder holds. 

 Urgency – refers to the required immediateness of attention by the firm. The stakeholders 

claim or action may demand immediate attention, or it may merit ongoing attention from 

the firm. 

 

Carroll and Buchholtz add a fourth criterion of ’proximity’ to the three others, which describes the 

physical nearness of the stakeholder to the firm. The nearness of the stakeholder may again enforce 

or weaken the immediateness of the other criteria.  

 

The elements of legitimacy and power reflect on claims to how they are perceived by both the firm 

and the surrounding environment, both in terms of validity and effectiveness. The two latter terms 

refer to more straightforward concepts of time and space. Implicitly, stakeholders are those that 

match the four criteria to a certain degree. 
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Oliver (Oliver 1997) sets out to examine how the structure of stakeholder relations determines the 

organization’s response to these external influences. Doing so, she argues, is an important factor 

when extending Barney’s notion of sustained competitive advantage to include the influences of the 

broader social context of a firm.  

 

 
Figure 7: The Stakeholder View of the Organization: p. 10 “Managing the extended Enterprise” (Post, Poston, Sachs 2002) 
 

4.1.4 Resource Dependence Theory  

The resource dependence theory (RDT) proceeds from the standpoint that organizations are not able 

to internally generate the resources or functions that are required to maintain their existence and 

business endeavors. Departing from this, RDT posits that organizations must enter into relations with 

their external environment, and complete the necessary transactions to be able to gain access to the 

resources and services that are necessary to fill this void. Further, these transactional decisions are 

subjected to the different groups in the environment which holds power over the organization. There 

also exists a certain extent of interdependencies between the different actors and groups due to 

their connectedness through mutually pursued resources. The most common strategies pursued by 

firms will be integration of resources into the firm to limit the use by competitors, as well as 

horizontal mergers to secure access to resources.  (Aldrich and Pfeffer 1976) 

 

Scholars of the resource dependence view emphasize the organizational need of adjusting to 

environmental uncertainty and dealing with problematic interdependencies in order to actively 

control the flow of resources that are relevant to its existence. (Pfeffer and Salancik 2003 (1978)) As 
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such, RDT calls for an active and powerful response to the external pressures and expectations 

experienced by the firm. This can be seen as a valid strategic path to limit contingencies and 

uncertainties as well as allowing for the appropriate force to reach its strategic goal. Organizational 

stability is achieved through “the exercise of power, control or the negotiations of interdependences 

for purposes of achieving a predictable or stable inflow of vital resources and reducing environmental 

uncertainty” (Oliver 1991, 149). 

 

According to the RDT, organizations are active and capable of changing and responding to their 

environment. The management of the firm’s environment is of high importance and is considered 

vital to its existence. The understanding of the external environment is determined by internal power 

relations and may be guided by the goals of controlling resources or influencing the institutional 

structure that governs the said environment. The focus of how the environmental opportunities and 

restrictions are understood is somewhat problematic for the organization, as this determines the 

directions and efforts that shape firm strategy. (Oliver 1991) 

 

In 1978, Pfeffer and Salancik (2003 (1978)) focused their attention on developing the RDT in relation 

to the external control of organizations, however mostly in the firm’s domestic market and only in 

relation to other firms. They dedicated a chapter to the discussion of controlling interdependence 

through law and social sanctions, looking into the use of structural environment by firms in the 

management of their external milieu. In the event that firms are unable to manage their dependence 

through the generic structures of inter-organizational action, they must utilize “yet one other class of 

strategies” (Pfeffer and Salancik 2003 (1978), 189). Here, organizations use the “the greater power of 

the larger social system and its government to eliminate the difficulties or provide for their needs” 

(Pfeffer and Salancik 2003 (1978), 189).  

 

 As described by Pfeffer and Salancik, this materialized mostly as firms seeking direct subsidies, 

market protection or antitrust violations (Pfeffer and Salancik 2003 (1978)). At the time, these were 

actions that were both socially and economically tolerable, and widely utilized also at the inter-state 

levels as a method of mitigating uncertainties and securing growth for national economies. Today, 

the conjuring by firms of ‘greater power of larger social system’ would need to be established 

through other strategies and policies which are not in violation with modern-day global norms for 

trade efficiency. 

 

Economic activity has increasingly been subject to government rules and interventions, depicting the 

enlargement of the sphere of businesses to encompass a wider range of actors. As Pfeffer and 
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Salancik contend, the attempt of organizations to adapt the environment instead of adapting to the 

environment has become increasingly common. As such, the argument is made that as organizations 

are constrained by “economic, social, political and legal environments” (Pfeffer and Salancik 2003 

(1978), 190), the “law, social norms, values, and political outcomes reflect, in part, actions taken by 

organizations in their interest of survival, growth and enhancement” (Pfeffer and Salancik 2003 

(1978), 190).  

 

The environment of a firm is not to be seen as a given to be “absorbed, avoided or accepted” (Pfeffer 

and Salancik 2003 (1978), 190), but is itself the outcome of the aggregate actions taken by actors in 

the environment in order to survive. Hence it is dynamic and contingent on the actors involved and 

their relative power and relations with each other. 

 

Resource dependence theory emphasizes the importance of an organization’s political environment 

as the ongoing source of support and legitimacy. It is by linking itself to the social system that the 

survival of the firm will be formally institutionalized, facilitating the ultimate goal of firms according 

to RDT: namely the access and control of resources. (Pfeffer and Salancik 2003 (1978)) 

 

Lastly, the theory suggests an active managerial process of strategy selection, as opposed to other 

theories that see the firm as restrained or determined to make passive decisions determined by its 

surrounding environment. 

 

An interesting conundrum of the RDT is that it does not view the firm’s conformity and compliance to 

its environment and its institutions as a necessity. In many instances, it instead advocates defiance, 

manipulation and other tactics of non-confirmative control. However, as Pfeffer and Salancik 

comment; “compliance is a loss of secretion, a constraint, and an admission of limited autonomy” 

(Pfeffer and Salancik 2003 (1978), 94).  

 

The resource dependence view is developed in the context with special focus on inter-organizational 

interactions and interdependences, with much research executed within the field of domestic market 

organizational structure.  Although it is not stated as an explicit restriction in the theory, the lack of 

elaboration on how firm interdependence with other actors affects the options available to firms 

needs further elaboration in order to apply the theory fully to use in the firm’s international 

environment. RDT would potentially be very useful as a business theory explaining perception and 

justification of strategies by the firm in new markets. The theory’s perception of a firm’s environment 
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in terms of notional focus on uncertainty and need for control fits well with the contemporary global 

issue of insecurity and risk in new markets.  

 

4.1.5 Summing up: The takings from business theory 

In this section, we have reviewed how relevant theories of international business have described the 

interactions between firms and their external environment, as well as how these theories account for 

firm interactions in emerging market contexts.  

 

According to RBV, a firm is constituted by various tangible and intangible resources, creating the 

basis of the firm’s capabilities, which again are sources to the firm’s competitive advantage. The 

theory recognizes the importance of intangible resources when creating firm-specific advantages. Its 

resource selection and accumulation is a function of both firm-level decisions and external strategy 

factors, exemplified through industry factors. RBV further defines one of the firm’s core capabilities 

with respect to foreign market entry as bargaining power, seen primarily as a function of a firm’s 

core resources, difficult to imitate and copy. Bargaining power, however, may emerge from both 

industry- and country level resources as well, depending on the context. Interestingly, a firm’s 

bargaining power is seen to act as a mediating variable between firm-specific resources and 

economic rents in the relationship between MNC and host government. Further, MNCs have a 

unique ability to extract bargaining power vis-à-vis its host government, even more than that of a 

domestic firm. The bargaining power depends on the bargaining outcome, which again is defined 

through different creation and appropriability of economic rents. It is through the dynamics of 

sustainable bargaining power and generation of long-term rents that an MNC is able to sustain long-

term successful management of its contextual relations in its host country.  

 

Institutional theory analyzes a firm’s decisions in relation to its surroundings and a greater context of 

socio-political actors. As such, the theory posits that organizations adopt different procedures and 

structures to adapt and cope with the interactions in their institutional context. A firm’s institutional 

framework and the related formal and informal constraints serve to form its reflections and decision 

making processes. Institutionalism refers to the immediate environment of a firm as its 

‘organizational field’. The field comprises of the group of actors that have a ‘common meaning 

system’ or ‘common channels of dialogue’. This does not mean that the actors share common 

opinions, rather, it identifies the increased amount of interactions and information-sharing in their 

shared dynamics. An organizational field as such is an ‘arena of power relations’ or an ‘institutional 

war’, where actors exert influence over, and are influenced over diverse institutions. Such a field is a 
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dynamic structure depending on the entry and exit of actors. Further, it is dominated by politics and 

routine in its structuring. It has been argued that the fields of new- and old- institutionalism with 

their attention to legitimacy and power, respectively, to achieve an understanding of the 

relationships and dynamics of different actors and the institutional context.  

 

The main focus of stakeholder theory has been on how to categorize the stakeholders in order to 

identify how external stakeholders influence firms’ operations, and the corresponding reactions of 

firms. Its merits are largely found in its method of categorizing relationships between business and 

society. A stakeholder may be defined as any group or individual that affects or is affected by a firm’s 

operations. Further, stakeholder influence may be defined in terms of the legitimacy, power, urgency 

and proximity it has relatively to the organization, reflecting on stakeholders’ claim as well as its 

temporal and spatial characteristics.  The stakeholder theory as such, extends the concept of 

sustained competitive advantage to include the influences of the broader social context of the firm 

and its materialized advantages. As such, the corporation’s stakeholders in terms of the categories of 

resource base, industry structure and socio-political arena all influence the relative advantage of the 

firm. 

 

The resource dependence theory posits that firms are not able to internally generate the resources 

required to maintain its existence and must therefore enter into relations with their external 

environments in order to gain access to the necessary resources and services to fulfill its business 

endeavors. As such, the firm is highly interactive with its surrounding environment, and the dynamics 

surrounding the firm are characterized by interdependencies between the different actors and 

groups. Due to this dependence on the firm’s external environment, it is imperative that the firm 

adjust to the environmental uncertainty and interdependencies in order to actively control the flow 

of resources of importance to its existence. A firm must pursue an active and powerful strategy to 

managing its external environment and the pressures connected to it. Luckily, organizations are 

active and capable of changing and responding to their environment, according to RDT. One of the 

methods of gaining control identified by RDT scholars is the conjuring of ‘greater power of larger 

social system’, meaning the summoning of government to aid business in achieving its strategies and 

goals, as well as for the political environment to provide support and legitimacy for the firm’s actions. 
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 Theories of Power: the International Political Economy Perspective 4.2
Economic growth and income connect businesses and governments, both within and across borders. 

It is assumed that both businesses and states act to maximize their aggregated utility, albeit not in 

the same way. While businesses are profit maximizers, and manage and allocate their resources 

accordingly, governments – on behalf of states – act to sustain their role as resource optimizer of the 

state. The assumption has long been that companies only act with the laws of profit in mind, and that 

governments do not. The international political economy perspective provides valuable insight into 

the dynamics of political forces originating from multitude of actors such as individuals, public and 

private institutions and organizations as well as international and intergovernmental entities. In 

short, IPE describes how these various actors shape the systems they exist in through economic 

interactions, which again affect political and economic structures and outcomes of the systems. 

 

In this section, theories describing the structure and interactions of institutions through a political 

lens will be detailed. The purpose of this section is to provide insight into the interactions of firms in 

their institutional environment by looking at theories explicitly describing the dynamics of power and 

relational control existing between a firm and its environment. These theories focus on systems of 

power relations and conflicts, as well as mechanisms of influence and control that originate in the 

interactions between businesses and the actors in their surrounding institutional environment. The 

focal point of the theories touched upon will be their relevance to the discussion on MNCs and 

emerging market institutions. As such, reference to corporate strategy may be seen to elaborate on 

how firms use their strategies politically to manage the uncertainties met in these institutional 

contexts. 

 

4.2.1 The Neo-Gramscian View of Corporate Power 

According to a neo-Gramscian theoretical framework for corporate political strategy, the 

“conventional demarcation between market and non-market strategies is untenable given the 

embeddedness of markets in the contested social and political structures and the political character 

of strategies directed towards defending and enhancing markets, technologies, corporate autonomy 

and legitimacy” (Levy and Egan 2003, 803). As such, it is not possible to separate between the 

economic and political elements driving business strategies; they are inherently linked through their 

attempt to influence the corporation’s multi-faceted environment. The theory goes against 

conventional neoliberal theory, where corporate influence is seen as the most dominant and 

effective in economic affairs, due to its ability to create efficient markets. Levy and Egan give 

examples of how different stakeholders – both in the national and international context – have 
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successfully influenced companies to act beyond their ‘corporate will’, and how this has resulted in 

companies implementing alternative management procedures and processes as a result of strong 

stakeholder demands. 

 

Levy and Egan introduce the use of Gramscian theory and emphasize its merits with respect to the 

attention it pays to rivalries among the decision making actors, as well as the intricate configuration 

of societal groups, economic structures and simultaneous ideological superstructures existing in 

society. Hegemony – or control – is inherently unstable, as it depends on a certain ‘historical bloc’ or 

configuration of societal forces to be stable. They apply Gramsci’s core ideas, along with institutional 

theory in order to explain the importance of “coordinating economic, discursive, and organizational 

strategies” (Levy and Egan 2003, 809). Further, they identify the significance of civil society in 

corporate political strategy. The neo-Gramscian framework suggests “a strategic conception of 

power, that recognizes the complex relationships between structures and agents” (Levy and Egan 

2003, 809). It further contributes with an approach to integrate the concepts of agency, dynamics, 

and power into institutional theory, with importance given to the overlapping and consequential 

nature of different institutional actions in society. (Levy and Egan 2003) 

 

An important aspect of the Gramscian analysis is the attention to hegemony and the fact that it is 

contingent on a specific combination of societal and economic forces. The neo-Gramscian approach 

furthers this into the arena of corporations in society and posits that large firms are generally unable 

to dominate a field purely with economic power or governmental connections. Instead, they will be 

more successful if they are able to exert control through achieving the consent of a larger network or 

group of actors. The actors encompassed in this understanding span a wide range, and covers social 

actors seeking influence over “rules, institutions, norms and policies that structure markets and 

economic relations” (Levy and Egan 2003, 824). This network of actors is linked to the concept of 

‘organizational fields’ originating from institutional theory. Levy and Egan site Hoffmann (Hoffmann 

1999, 351) and his understanding of organizational fields: “organizational fields become centers of 

debates in which competing interests negotiate over issue interpretation” (Levy and Egan 2003, 810). 

A firm will be successful in dominating the field through achieving an alignment of the forces 

“capable of reproducing the field” in question (Levy and Egan 2003, 810). Not only does a firm need 

to establish a broad consensus for its position in order to execute its strategy successfully, it also 

needs to establish this configuration of a consenting network of actors in any given situation. The 

consensus as such needs to be dynamic. 
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The traditional distinction between political and market strategies is seen as unattainable, as the 

organizational field and network of actors involved in order to achieve firm strategies involve a broad 

field surpassing these distinctions. Levy and Egan give the example that any threat to an industry’s 

markets is inherently a political threat, and in the same way, any corporate response to such threats 

can be understood as corporate political strategy. They conclude with the fact that “all strategy is 

political” (Levy and Egan 2003, 812).  

 

Also offered through the neo-Gramscian approach is the strategic conception of power. It is again the 

particular configuration and coordination of economic, discursive and organizational spheres that 

makes power strategic. Translating this into the phase of strategy formation in a firm (or other 

actors), an effective strategy requires careful analysis to reveal the strengths and weaknesses of 

adversaries and allies, along with ‘points of leverage’ and the likely impact of moves and 

countermoves. Levy and Egan point out the refreshing possibility that groups and networks 

possessing fewer material resources still have the possibility of outmaneuvering their adversaries and 

achieving their strategic goals with a cleverly constructed strategy and good timing. They also posit 

that the more complex a particular area of issues, the more difficult it is to foresee the consequences 

of actions. As a result, more opportunities exist for seemingly weaker groups in executing strategies 

successfully. (Levy and Egan 2003) 

 

4.2.2 Business Power and Business Conflict  

Taking more of a birds’ eye view, the neo-pluralist perspective represented in Falkner’s book on 

business power and conflict focuses on these aspects in the global context of international politics 

and investigates how corporations interact with states and non-state actors in the governance of the 

global economy (Falkner 2008), especially in the context of global environmental politics. His point of 

departure is the distinctive and conflicting positions of ‘hyperglobalists’ claiming on the one hand 

that international business corporations are gaining ground, and IR statist view on the other hand, 

claiming that states ultimately control multinationals and that globalization has had no effect in 

changing this. (Falkner 2008) 

 

The neo-pluralist framework argues that “business is in a powerful, even privileged, position in 

international environmental politics, but does not have a dominant influence over outcomes” (Falkner 

2008). Further, it posits that the limits of the influence businesses are able to exert arise particularly 

from the division and conflict within the business community itself. An important condition of neo-
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pluralism is that the topic of business power should be studied in its historical, issue-specific context, 

and as such is a contingent concept.  

 

Falkner’s review of the different dimensions of power, as it has been defined through political 

analysis and international relations, provides a thorough look into the different conceptions and 

understanding of power – from behaviorlist to structuralist, discursive and constructivist dimensions, 

to mention a few. The goal of this presentation of literature and theory is not to account for all of 

these, however, but to present the aspects of the developments on the issue. As such, one of 

Falkner’s most relevant contributions to this collection of literature, and later synthesis and 

discussion, is the fact that the analysis of power needs to proceed with an integrated view of power, 

despite most theories focusing on only one aspect of it. He cites Barnett and Duvall (Barnett and 

Duvall 2005, 41) and arguments that “power works in various forms and has various expressions that 

cannot be captured by a single formulation” (Falkner 2008, 19).  

 

Power is seen as either visible or invisible, with the latter much more difficult to prove empirically. 

Among the types of power that are visible, relational power is thought to be an observable 

dimension as it is based on influence and an actor’s possession of certain resources vis-à-vis its 

adversary. This approach to power assumes some sort of discernible conflict, which might not prove 

it to be very useful in analyzing situations in which a conflict has not been defined. Further, 

structuralist approaches in IPE focus on material power structures, emphasizing discursive 

foundations for power. (Falkner 2008) 

 

Invisible power not only involves power that is not exercised in open competition but rather exists as 

an underlying political-economic structure, it also relates to the potential power that is present but 

not exercised. As such, invisible power may be difficult to distinguish and may also prove to be 

difficult to define without subjective presumptions of what constitutes exercise of power and what is 

not. AS such, the understanding and interpretation of invisible power may be seen to be both 

culturally and socially rooted. (Falkner 2008) 

 

The debate between structuralists and pluralists, in the context of increased globalization and its 

effect on government and business power are concentrated around a core of arguments, and do not 

contribute to either the structuralist or pluralist interpretation of global power relations. 

Globalization in itself is a more complex process than previously thought, involving both patterns of 

integration and fragmentation. One of the remarks made by Falkner is that the process of economic 

globalization is closely followed by the expansion of political agency across borders. This political 
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agency is further specified as the rise of new types of social actors transcending borders, which open 

up for new structures of global governance extending beyond that of the business-state relations. 

The political, social and economic interactions between different agencies transnationally has 

arguably made global politics and governance more fluid and open underlining the dynamic nature of 

the global institutional environment. (Falkner 2008) This has interesting consequences for 

international businesses and how they may view and manage their institutional environment in the 

global as well as the emerging market context. 

 

4.2.3 Views on Host Government Power: the Antecedents and Variants 

 Tarzi, in his article on Third World Governments and Multinational Corporations, draws similar 

conclusions on the developments in power relations between host countries in the developing world 

and MNCs: a number of changes have increased the bargaining power of the developing countries, 

and other constraining factors in domestic and international institutional environments of the host 

countries have been eased (Tarzi 2000). The article provides a viewpoint accounting for the historic 

setting warranted to be able to situate the interactions between business and its environment in a 

context of accumulated conflict and domination. The interactions between host country and MNC 

are identified to rely on two distinctions of power: potential power and actual power. Potential 

power is related to four variables, and will result in the particular combination of these: (1) the level 

of host country’s experience, (2) the degree of competition among multinational corporations, (3) 

economic uncertainty, and (4) the type of direct foreign investment. The transformation of potential 

power into actual power again depends on a number of constraints on the host government. 

 

Here, the literature illustrating bargaining puts forward a conceptual framework describing bilateral 

monopoly to explain developing country-MNCs interaction. The distribution of benefits between 

multinational and developing countries is a function of relative power, where it is assumed that 

power is a function again of each party’s demand for resources that the other possesses. The 

framework’s shortcoming is rightly identified as it being static, as it does not account for political or 

economic constraints on the exercise of power in the international institutional environment. Neither 

does it consider the institutional constraints experienced by the host country pertaining to its 

domestic policies, and the restriction these put on the execution of power vis-à-vis MNCs. Tarzi 

proceeds to identify further constricting factors from the domestic and international institutional 

environments of the host country and the MNC in order to amend this shortcoming. As such, it is 

possible to more aptly identify what influences the ability and willingness of host country to exercise 
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actual power, and from it extract favorable results from its interactions with multinationals. (Tarzi 

2000) 

 

Tarzi identifies the domestic constraints on the exercise on power as primarily originating in the 

“attitudes and beliefs of the ruling elite regarding foreign investment, and their willingness and ability 

to discount international economic and political pressure in their confrontation with multinational 

corporations” (Tarzi 2000, 162). As such, the struggle of influence and bargaining power between 

MNCs and governments is also affected by the surrounding institutional actors perceived as 

‘dominating’ at that point in time. 

 

With regards to international constraints on host government’s exercise of power, Tarzi identifies 

two types of constraints: those posed by non-state actors and those that result from (the 

multinational’s) home governmental actions on behalf of the multinational. (Tarzi 2000) 

 

The potential leverages by multinationals include global integration of multinationals, local political 

risk and transnational risk management strategies. Global integration includes all that is part of a 

corporation’s globally integrated product network: flow of raw materials, product components and 

final products along with the flow of technology, capital and managerial expertise between the 

different sub-units and headquarters of a multinational corporation.  This access to the global 

integration network is something that is sought after by the host government, and hence increases 

the bargaining power of the MNC, and therefore constitutes an important part of the multinational’s 

ability to manage the relational interactions in its institutional environment. Host governments that 

welcome and capture investments from highly technological and globally integrated firms (hence 

making them more efficient) often become dependent on the particular network the MNC partakes 

in and controls. In addition, the technological developments the host country participates in are not 

within their reach of control, increasing their vulnerability in relation to the MNC, and in relation to 

the future of its economic growth. This again influences its power and relation with internal elite 

groups. (Tarzi 2000) 

 

Another, more deliberate method that MNCs further gain an upper hand on the relational power 

with host governments is through their political risk management. Through focusing on creating 

transnational alliances and networks hedging against a country’s particular political risk elements, 

the MNC diminishes the potential power that a particular host government has in future conflicting 

relations. Examples of transnational risk management strategies are mentioned to include spread of 

equity involved in the FDI across several companies; raising debt capital for the project in different 
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national banks; and involvement of international organizations like the World Bank and IMF early on 

in the procedure. As such, the MNC is able to use its access to a global network to create a complex 

net of procedures that deter host governments from action. (Tarzi 2000) 

 

4.2.4 Summing up: The takings from Theories on Power 

In this section, we have introduced theories from the perspective of international political economy 

and their portrayal of interactions between business and its environment. The theories focused on 

have been those that have provided insight beyond the perspective of international business to the 

various institutional dynamics existing when firms manage their external environment.  

 

The neo-Gramscian framework departs from the notion that the conventional separation between 

market- and non-market strategies is indeed not possible due to the embedded configuration of 

markets in the social and political structures, and visa-versa, the presence of political aspects in the 

strategies used to defend and enhance markets and technologies. As such, it is not possible to 

separate between the economic and political aspects of firm strategies, and all corporate strategy 

used to manage its external context becomes corporate political strategy. The theoretical framework 

draws from Gramscian theory and its attention to the rivalries that exist among decision-making 

actors, and the societal ‘hegemony’ – or 'control‘ – that must be maintained to uphold a certain 

configuration of societal and economic structure to again uphold decisions made. Applying this 

thinking to contemporary issues of multinationals in emerging markets, it is posited that firms will be 

most successful when they are able to exert control through achieving the consent of a larger 

network of actors. This network of actors is linked to the institutional theory’s ‘organizational field’ 

and their efforts to influence rules and institutions that structure the organizational field.  The 

organizational field is characterized by actors that surpass the classic distinctions of ‘political’ and 

‘market’, and as such, efforts made to create and uphold an organizational field also needs to 

transcend these classifications. Instead, such efforts and strategies must carefully analyze the 

strengths and weaknesses of both adversaries and allies, and the potential leverage points that may 

be used to successfully manage the dynamics of the organizational field, or external firm context.   

 

The neo-pluralist perspective looks further into the existence of business power and conflict in the 

context of international politics, and how these issues materialize in the interactions between states 

and non-state actors in the global economy. According to this viewpoint, businesses have a powerful 

and privileged position, here in the context of international environmental politics; however, this 

does not translate into a dominant influence over outcomes. Although the context here is situated in 
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the global environmental politics, similar arguments may be made for the context of international 

businesses in emerging markets. The diversity in number and types of actors described as states, 

non-state actors, individuals and civil society, as well as their potential influence over businesses, are 

largely uncovered in the new environments of emerging markets. The often business-friendly policies 

implemented by emerging market governments, as well as the uneven distribution of managerial 

capabilities and technological know-how, prove businesses in a privileged position. If their influence 

is dominant, however, has not been proven. Neo-pluralist view accounts for several dimensions of 

power, both of more and less material dimensions, as well as more or less conventional in the 

business landscape. However, the theory takes an aggregate view and argues that an analysis of 

power in its context needs to be integrated, and simultaneously focus on the relevant aspects of 

power present. The presence of power in the dynamics between multinationals and their host 

environments may be even more complex than those in their home environment, as the definitions 

of formal and informal institutions are less known. Power, for example, may be both visible and 

invisible.  

 

Situating the analysis in a political-historical context of conflict, views particularly on host 

government’s use of power in the relations between business and emerging market context 

contribute with a much-needed aspect of accumulated conflict and domination between 

multinationals and host governments. Here, the interactions between host country and the MNC are 

identified to rely on two distinctions of power: potential and actual. The level of potential power 

depends on the level of host country experience, inter-firm competition, level of economic 

uncertainty as well as the type of foreign direct investment. The materializing of power into actual 

power again depends on constraints on the host government, exemplified by the attitudes and 

beliefs of ruling societal and political elites in the domestic sphere, and the actions of non-state 

actors and other governments in the international sphere. The extent of bargaining leverage and 

power depends on each of the party’s demand for resources that the other possesses. Multinationals 

have serious leverage in terms of the access they possess to global integration networks of resource, 

materials, technology and managerial expertise, as well as the MNC’s different strategies of 

investment management through local political risk and transnational risk management. The 

framework of analysis put forward to analyze the level of host government power is largely a static 

one: it only describes a bilateral monopoly relationship, not accounting for the possibility of other 

strong actors, or the possibility of other existing or new power relations to emerge.  
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5 Changing the Rulebook: Synthesizing the theories 
Having reviewed the two perspectives and their contributions to how the dynamics of firm-

environment interactions in the general and emerging market context, this section will synthesize the 

most important aspects contributing to a deeper understanding of how firms may better manage 

their emerging market institutional context. 

 

Both perspectives and their underlying theories offer important contributions to how multinationals 

are situated in their greater institutional context in host countries. Theories from both perspectives 

also detail the nature of these interactions to be dependent on issues of control and relative power, 

albeit of different dimensions. In addition, most of the theories acknowledge the challenges faced by 

firms in managing their external environment, focusing on business, industry or country specific 

challenges firms are faced with when managing their operations and strategies. 

 

To better understand the contributions of the different theories in better understanding the nature 

of firm-institution interactions, their strengths and shortcomings in terms of key concepts emerging 

from the literature review will be presented. These concepts pertain to the issues of (1) the 

categorization and characterization of the firm’s external environment, including that of specific 

bargaining power relations, (2) The general issue of power and control, and (3) The nature of the 

categorization of firm environment as static or dynamic. 

 

 Characterizing the firm’s external environment 5.1
Stakeholder theory, one of the theories of international business that have gained the most ground 

in recent years due to its relevance in relation to increasingly complex firm environments, focuses on 

the categorization of stakeholders in order to identify their influences on firm operations. The view 

of social network analysis and its focus on the structure of stakeholder environment is valuable in its 

methods of categorizing stakeholder relationships according to types of firm-behavior in response to 

external pressures. The categorization of stakeholder pressure according to the legitimacy, power, 

urgency and proximity of stakeholders is a good method of gaining overview of the different 

elements that MNCs should be aware of. It extends the view of sustained competitive advantage to 

include the influences of a broader social context of the firm.  

 

Most of the theories from international business perspective hold a firm-centric focus and analysis. 

This means that although the external environment of the business is recognized, it is largely taken as 

a given, and only influences firm actions as ‘moderating’ factors. This is the case of resource-based 
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theory, where the firm is seen to hold bargaining power vis-à-vis host government. The bargaining 

power is primary a function of its unique resources, firm-specific and hard to copy. As such, 

bargaining power is something that a firm is able to create and helps leverage its position in relation 

to its positioning in emerging markets. The bargaining power concept is based on a network 

measured in terms of the bargaining outcomes achieved, where the industry and country factors are 

included in the analytical framework to account for differences in relationship between the 

capacities at firm level, and the effectiveness of the firm’s bargaining power. In other words, 

although primarily firm created and centered, bargaining power is also moderated by country and 

industry level specifics, should these be strong enough to alter the expected outcome of strong MNC 

capabilities. This might be the case when a firm sees different outcomes of the same strategy in two 

incidents of implementation; for example in different countries. Faced with different institutional 

structures and institutional gaps compared with the known home environment, MNCs may not be 

able to leverage its resources to the level where they achieve substantial bargaining power over its 

adversary. The theory does not account for the changing capabilities of the host government over 

time or across different countries, nor does it explicitly account for other actors to influence the 

bargaining power network. 

 

Contrary to this, institutional theory offers an explanation, where the immediate firm environment is 

referred to as its ‘organizational field’. The group of actors in the field shares a common meaning 

system and frequently interacts with each other. This does not mean that they share opinions or 

perspectives; however, they share common channels of dialogue and discussion. As such, the 

organizational field is more of an ‘arena of power relations’, where a type of ‘institutional war’ is 

taking place between the firm and the actors in the surrounding field. A firm needs to recognize and 

define the antecedents and forces involved in the organization field, as well as the actors, in order to 

create stability or to motivate change. As argued by different strands of institutionalism, an 

organizational field may be dominated by stability and inertia, or by change and disruptiveness. 

However, the field is a dynamic structure, seeing entry and exit of different actors into the field of 

common dialogue channels and communication.  

 

The theory of institutionalism is coupled with Gramscian theory to extend the concept of 

organizational field to explain that of a ‘hegemonic’ or controlled historical blocs, where 

configuration of societal forces are stable at a certain point in time. However, hegemony is inherently 

unstable, and depends on the reconfiguration of social forces and groups to recreate stability. Hence 

the importance of “coordinating economic, discursive, and organizational strategies” (as cited 
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earlier). In order to achieve this, a strategic conception of power recognizing the complex 

relationships between structures and agents is needed.  

 

 Power and Control 5.2
Working from the neo-Gramscian theoretical framework, control and power are not seen to originate 

from the MNC itself, rather from its ability to exert control of its surrounding environment of 

network or group of actors. It is not the size or position of large firms that make them able to 

dominate their organizational fields. Rather, it is only when the firm achieves a coordination of 

economic, discursive and organizational spheres that it is able to exert strategic power and 

coordinate its surrounding network of actors. The distinction between political and market strategies 

is seen as impossible to achieve, as the actors involved in the firm’s network will inherently be a 

configuration of both market and political actors and hence merit a mixed – or elevated – strategy to 

successfully manage such. 

 

Firm power and control is also prominent in the resource dependence theory, where firms are seen 

to actively position themselves through the constant control and use of power in its environment of 

competitors, suppliers, buyers as well as other institutions. Scholars of RDT emphasize the need of 

organizations to adjust to the environmental uncertainty and problematic interdependencies in order 

to actively control the flow of resources paramount to its existence. As such, this theory advocates an 

active relationship with the surrounding environment in order to successfully manage its strategies 

and operations. It is not sufficient to look at internal firm capabilities, as they are not the defining 

issues of successful management. This theory has strong implications to which factors firms 

positioning themselves in emerging markets must pay attention. The exercise of power and control is 

here seen as paramount to achieve a predictable overview of the dynamics and interdependencies 

seen to heavily influence firm success.  

 

Viewing firms in their extended international and global context, the framework of business power 

and conflict of the neo-pluralist perspective argues that firms hold a privileged, although not 

dominant, position in its surrounding environment. The theory is specific in that it situates the scope 

of analysis in the field of international environmental politics; however, it may be extended to the 

field of emerging market analysis, as it bases its assumptions on the same level of complex actors and 

interconnected influences. The theory is important as it calls for the topic of business dynamics and 

power relations in a historical, issue-specific context.  
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 Categorization of Firm Environment 5.3
Throughout the literature review, an interesting pattern has emerged from the theories. The 

different theories and frameworks gone through have presented models for analyzing the company 

in its external context, to a larger or lesser extent. While some of these frameworks offer a dynamic 

method for analysis, the most part of them are static in their approach of viewing business-

institutional environment relations. The exceptions are the frameworks offered by institutional 

theory and the neo-Gramscian framework – building from the same notion of organizational fields. 

This method of viewing the MNC’s external context also incorporates the importance of both politics 

and power in the approach to organizing the business surroundings. In the same way, resource 

dependence theory also views the firm’s institutional environment in a dynamic way, and underlines 

the importance of an active managerial process of strategy selection, in opposition to theories that 

see the firm and firm capabilities as restrained or determined by its surrounding environment. To a 

certain extent, the framework of business power and conflict, emerging from power theories, also 

gives a dynamic view of the reality faced by MNCs in institutional settings.  

 

It is important to note that the main difference between the perspectives of international business 

and that of international political economy represent two different ways of viewing the same picture. 

While international business theories view the firm and their institutional environment from the 

inside-out, power theories have an outside-in view of firms and their environment. As such, none of 

them are able to portray a complete picture of the situation involving firm resources and capabilities, 

the connected competitive advantages as well as the restrictions and opportunities offered from the 

dynamics of the institutional environment. While the perspective of international business sees the 

firm as able to evolve and change, but takes the external conditions of environment and institutions 

as mostly given, theories of power and political economy see the firm as mostly a closed entity only 

responding to external rules, as opposed to influencing them. This is however, present in some of the 

theories, among them RDT and neo-Gramscian framework. Although these frameworks of 

understanding originate from different perspectives, they both attempt at portraying a more 

complete picture of the entire institutional dynamics surrounding the firm – although with different 

interpretations and analytical goals. 

 

End remarks 

The contextual environments in which companies are embedded may often generate pressures for 

strategic change as well as create moments of inertia and the incapacity to perform planned 

operations/actions. These issues are explained both in the business literature and the IPE literature 
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discussed. Here, the structures, relationships and impressions resulting from a firm’s context 

pressure, as well as the challenges posed by these have been discussed. 

 

Due to the heterogeneity of emerging markets, and substantial difference in socio-economic setup 

with respect to developed countries, the analysis of emerging markets has proven to be a significant 

challenge. While most of IB literature sees the restrictions of firm political actions and behavior 

related to the direct acknowledgement and exploitation of existing power relation, there are some 

theoretical frameworks that still see potential in the strategic strengths of political behavior adjacent 

to/for firm activities. 

 

The challenges faced by MNCs in overall settings of internationalization are further magnified in the 

emerging market setting. For example, the MNC will face higher degree of uncertainty with regards 

to its starting point in the market, how and when to enter the market as well as how to succeed in 

the market. 

 

The use of theories of pragmatic and ideological grounding poses some obvious obstacles, and 

should be approached with great carefulness. By viewing the challenges of multinationals on both a 

practical and conceptual plane, the threat of falling into a trap of super-imposing one structure on 

the next is imminent and an easy one to fall into. However, by viewing challenges to multinational 

strategy formation and execution in terms of both pragmatic and socio-political terms it becomes 

possible to uncover key vantage points for the firm. The ideas of strategy and power are interlinked 

in their relations to the surrounding environment and in their common goal of output. 

 

Viewing the dynamics surrounding the firm in its institutional environment in terms of relations of 

power and control is attractive for a variety of reasons. First, acts of government create individual 

winners and losers in the marketplace. Second, the acquiring of firm power and corresponding 

behavior does not necessarily require wealth, but it can also result from other firm resources such as 

managerial abilities, the successful acquisition and use of legitimacy, privileged information and 

access. Third, political power may be retained longer than economic power, although it takes more 

time to gain the former; hence, it may provide more sustainable competitive advantages. Fourth, in 

politically constructed environments, actors do not always experience directly the consequences of 

their actions. In other words, they can benefit from "political externalities," as in the case of 

protectionism that benefits a few at the expense of the many. 
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However, the strategic use of power and control does not constitute an end strategy in itself for 

business organizations, but rather it is a means and process for firms to improve their understanding 

of their emerging market environments, as well as a way to improve their chances of successfully 

managing the corresponding new challenges in these markets. As such, the understanding and use of 

power in institutional context complements a firm’s strategy. In addition, the understanding of 

institutional dynamics does not develop in a vacuum; it is conditioned by firm, industry, and forces 

found in the nonmarket environment of the firm, including government. 

  



Page 57 of 62 
 

6 Conclusion 
This thesis has explained how elements of power and control, issues not generally included in generic 

theories of explaining how MNCs manage their institutional context, may be of value to MNCs. The 

value lies in the extent that firms hold an explicit knowledge of the complex institutional dynamics 

taking place in its surrounding environment, and based on this are able to increase their ability to 

successfully manage their activities in emerging markets.  

 

Reviewing the starting point of liability of foreignness and examples of difficulties experienced by 

Danish companies in the Chinese context, it is a valuable contribution to how companies may 

reevaluate their emerging market strategies of the management of emerging market activities. 

 

This thesis had shown the ambiguities connected to defining emerging markets, and the difficulties 

of categorizing emerging markets in order to establish a clear view of the corresponding threats and 

opportunities. The levels of institutional differences are many and hard to decipher. Therefore, it will 

benefit MNCs to look beyond the mere categorization of emerging markets and institutions and 

rather borrow from international business theories and the perspective of international political 

economy and power theories to strengthen their understanding of the contexts they operate in.  

 

The integration of international politics with business and management theory has a rich potential 

with respect to advancing the understanding of firm’s actions in emerging market environments. By 

limiting their ‘degree of foreignness’ through deepening their understanding of inter-context power 

relationships between the relevant stakeholders, MNCs will augment their ability to understand and 

lead in their emerging market contexts. 

 

The globalization of international actions and interactions, and the unconcluded effects of these 

interactions, contributes to the fact that power relations may be more intrinsic and complex to 

analyze than thought or described in other perspectives and theories, such as international business 

theories. Once including a global context in the analysis, interactions between business and its 

institutional context may be many and complex – and extend beyond the point of analysis of both 

the perspectives touched on in this thesis. 

 

The general weakness of looking from only one aspect is that the level of analysis is not complete. 

With regards to the current question of how a deeper understanding of institutional environment 

dynamics may help MNCs optimize their ability to manage their emerging markets context, both the 



Page 58 of 62 
 

theories of international business and international political economy are needed to portray a 

picture as accurate as possible. 

 

Business Studies literature is often firm-based and focuses from the firm point of view. This may lead 

to the loss of valuable methods and processes of analysis. Providing an alternative to this firm-centric 

approach to analyzing contemporary MNC challenges may provide new insight for the multinational’s 

contextual perceptions as well as strategic approaches to these challenges.  

 

Through the involvement of literature from international political economy, the criteria for 

recognizing and evaluating the potential opportunities and risks associated with the multinational’s 

environment is broadened, both in terms of range and depth. This extension of the MNC framework 

to involve matters and concepts of political nature does not necessarily give clearer answers to 

questions of resource-allocation and operational strategy for firms. However, it does provide a 

‘toolbox’ for strategizing at corporate level, allowing for the increased sense of urgency of socio-

economic challenges of firms in emerging markets to be met by the best fit strategic consideration.  

 

The need for such a model has been put forward by Dhanaraj and Khanna, in their 2011 article on the 

need for transforming mental models on emerging markets for international business curriculum 

development, as well as MNC management strategies. They argue for the “shift in one’s mental 

model [in order to] develop a deeper understanding of emerging markets and to present a learning 

approach to accomplish the same” (Dhanaraj and Khanna 2011, 685). They further suggest a solution 

in “shifting mental models”, where the learners are taught to challenge their mental models, 

systematically exposing assumptions and providing alternative coherent and compelling models of 

analysis. (Dhanaraj and Khanna 2011, 692). 

 

Although this thesis is far from achieving this objective, it is a step in the direction of providing the 

foundation for a new framework of analysis where the inclusion of both international political 

economy and aspects of politics and power in the immediate environment of the private corporation 

is needed. It would indeed be interesting to view if further research with regards to particular cases 

and country- and situation-specific contexts would be able to further transfer the utility of combining 

the two perspectives with regards to international business and emerging markets. 
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1 Empirical Data and Analysis on Institutional Differences across Emerging 

Markets 
As part of the study on the MNC’s institutional environment, a study of 62 countries from three regions with 

reference to nine indicators was completed. The objective of the study was two-fold: (1) To investigate which 

countries can be classified as emerging market economies, and (2) To explore the differences in institutional 

settings of countries and regions, as indicated by the following international indexes: 

 IFC/World Bank “Doing Business” 

 Transparency International “Corruption Perception Index” 

 World Economic Forum “Global Competitiveness Report” 

 

 

Figure 1: Identifying EMs and Exploring Rankings of Institutional Settings 

1.1 Identifying the Emerging Market 
There is no single definition for emerging markets, nor a unique classification system that allows for the 

grouping and ranking of countries according to their ‘emergingness’. In addition, the status of emerging market 

is a dynamic one, which changes in the global context of economic development, as well as with respect to 
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every country’s development process. Therefore, this section wishes to investigate a set of criteria to indicate a 

group of countries which can be classified as emerging markets at this point in time. The criteria are 

established through using a well-established definition of the term ‘emerging market’ within the academic 

literature, as well as sub-definitions of the terminology used in the definition. 

The definition used here as a working definition for Emerging Markets is: 

Emerging economies are low-income1, rapid-growth2 countries using economic liberalization3 as their 

primary engine of growth. They fall into two groups: developing countries in Asia, Latin America, 

Africa, and the Middle East and transition economies in the former Soviet Union and China (Hoskisson, 

et al. 2000, 249) 

According to definition by Hoskisson (2000), the four main determinants that indicate if a country can be 

categorized as an emerging market economy are: 

1. High growth rate (here defined as above 5% annual growth rate) 

2. Low income (here defined as the levels ‘low income’, ‘lower middle income’ and ‘upper middle 

income’, covering the range of GDP/capita from USD 1,005 to USD 12,275)45 

                                                      
1 Using WB Global Atlas Method: In calculating gross national income (GNI—formerly referred to as GNP) and GNI per 
capita in U.S. dollars for certain operational purposes, the World Bank uses the Atlas conversion factor to reduce the 
impact of exchange rate fluctuations in the cross-country comparison of national incomes. The Atlas conversion factor for 
any year is the average of a country’s exchange rate (or alternative conversion factor) for that year and its exchange rates 
for the two preceding years, adjusted for the difference between the rate of inflation in the country, and through 2000, 
that in the G-5 countries (France, Germany, Japan, the United Kingdom, and the United States). For 2001 onwards, these 
countries include the Euro Zone, Japan, the United Kingdom, and the United States. A country’s inflation rate is measured 
by the change in its GDP deflator. http://data.worldbank.org/about/country-classifications/world-bank-atlas-method  

2 Defined as higher than 4% annual growth to account for the slump in general growth rates due to the financial crisis. 
3 “ECONOMICLIBERALIZATION refers to the removal of both price and non-price barriers to the functioning of markets in 
the economy […]prices set by supply and demand reflect the true resource and opportunity costs of factors of production 
and allocate resources in the most efficient way, providing the most effective and efficient solution to the problem of 
scarcity.” (Odekon, "Economic Liberalization", SAGE E-references 2006). Examples of economic liberalization include labor, 
trade and capital-market liberalization. 
4 Defined as “developing countries” by the World Bank: 
http://databank.worldbank.org/ddp/home.do?Step=2&id=4&DisplayAggregation=N&SdmxSupported=Y&CNO=2&SET_BR
ANDING=YES  
5 Tow countries, Brazil and Russia, are classified as developing countries although their per capita income falls into the 
‘high income’ range. This will be further discussed. 

http://data.worldbank.org/about/country-classifications/world-bank-atlas-method
http://databank.worldbank.org/ddp/home.do?Step=2&id=4&DisplayAggregation=N&SdmxSupported=Y&CNO=2&SET_BRANDING=YES
http://databank.worldbank.org/ddp/home.do?Step=2&id=4&DisplayAggregation=N&SdmxSupported=Y&CNO=2&SET_BRANDING=YES
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3. The use of economic liberalization as primary engine of growth (here defined as policy changes 

that extend the scope of the market, with a special focus on the international market6) 

4. The countries are either found in Asia, Latin America, Africa, the Middle East or former Soviet 

Union transition economies 

To comply with criteria 4, the following regions will be represented in this study: 

 South and East Asia 

 Latin America (not including Caribbean) 

 Eastern Europe and Central Asia 

 An average  of high income OECD Countries to provide a reference point for comparison 

The regions represent a good mix of the two groups defined of developing countries (represented in the groups 

South and East Asia and Latin America) and countries in transition (represented in groups South and East Asia 

and Eastern Europe and Central Asia). 13 high income countries were included in the region for the purpose of 

regional comparison. Africa was not included, due to the high number of countries with sub-‘low level’ income 

and unsustained levels of growth rates, albeit high ones. 

The countries for each region were selected on the basis of the World Bank definition of ‘developing countries’, 

through their per capita income corresponding to low- and middle income brackets. High per-capita income 

countries were included to display the disparities in the geographical levels. 

 

 

The 49 developing countries and 13 high-income countries according to region:  

                                                      
6 “ECONOMIC LIBERALIZATION refers to the removal of both price and non-price barriers to the functioning of markets in 
the economy […]prices set by supply and demand reflect the true resource and opportunity costs of factors of production 
and allocate resources in the most efficient way, providing the most effective and efficient solution to the problem of 
scarcity.” (Odekon, "Economic Liberalization", SAGE E-references 2006). Examples of economic liberalization include labor, 
trade and capital-market liberalization. 
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Table 1: Developing countries and their region according to World Bank definition 

 

  

1.1.1 Criteria of Growth Rate and Income Level 

To determine whether or not the original 62 countries can be classified as emerging markets or not, they were 

evaluated with regards to the criteria of high growth rate (criteria 1) ad low income (criteria 2). Countries 

meeting criteria 1 and 2 are presented in Error! Reference source not found.. 

LOW INCOME
 USD 1,005 or less)

LOWER MIDDLE INCOME 
(USD 1,006-3,975)

UPPER MIDDLE INCOME 
(USD 3,976-12,275)

HIGH INCOME 
(USD 12,276 or more)

Bangladesh Bhutan China Brunei Darussalam
Cambodia India Malaysia Hong Kong SAR, China
Myanmar Indonesia Maldives Japan
Nepal Laos Thailand Korea, Rep.

Mongolia Singapore
Papua New Guinea
Philippines
Sri Lanka
Timor-Leste
Vietnam

LOW INCOME
 USD 1,005 or less)

LOWER MIDDLE INCOME 
(USD 1,006-3,975)

UPPER MIDDLE INCOME 
(USD 3,976-12,275)

HIGH INCOME 
(USD 12,276 or more)

none applicable Bolivia Argentina Brazil
Guyana Chile
Paraguay Colombia

Mexico
Peru
Suriname 
Uruguay
Venezuela, RB

LOW INCOME
 USD 1,005 or less)

LOWER MIDDLE INCOME 
(USD 1,006-3,975)

UPPER MIDDLE INCOME 
(USD 3,976-12,275)

HIGH INCOME 
(USD 12,276 or more)

Kyrgyz Republic Armenia Albania Estonia (OECD)
Tajikistan Georgia Azerbaijan Hungary (OECD)

Kosovo Belarus Poland (OECD)
Moldova Bosnia & Herzegovina Latvia
Turkmenistan Bulgaria Lithuania
Ukraine Kazakhstan Russia
Uzbekistan Macedonia, FYR Slovak Republic (OECD)

Montenegro
Romania
Serbia
Turkey

SOUTH and EAST ASIA

LATIN AMERICA

EASTERN EUROPE AND CENTRAL ASIA
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Table 2: Countries meeting criteria 1 and 2: Growth Rate and Income Level 

CRITERIA COUNTRIES REGION 

 

1. Growth rate 

exceeding 4% 

annual growth 

 

2. Per capita income 

corresponding to 

low- and middle 

income brackets 

Bangladesh 

Bhutan 

Cambodia 

China 

India 

Indonesia 

Laos  

Malaysia 

Maldives 

Mongolia 

Myanmar 

Nepal 

Papua New 

Guinea 

Philippines  

Sri Lanka 

Thailand 

Timor-Leste 

Vietnam 

 
 
 
 SOUTH AND EAST 

ASIA 

(18) 

Argentina 

Bolivia 

Colombia 

Guyana 

Mexico  

Paraguay 

Peru 

Suriname 
LATIN AMERICA 

(8) 

Belarus 

Georgia 

Kazakhstan 

Moldova  

Tajikistan 

Turkmenistan 

Turkey 

Ukraine 

Uzbekistan 

EASTERN EUROPE 

AND CENTRAL 

ASIA (9) 

 

Applying the criteria of growth rate and income level eliminates 27 of the 62 countries originally included in the 

study (13 of these high income countries in the region). Nine of these countries were countries in Asia and 

Europe with high income levels. Of the countries remaining, four countries originate from the ‘low income 

level’ group, while the remaining twenty belonged to the group ‘middle income level’. Of the 35 countries 

emerging from the criteria of growth rate and income, 18 are situated in South and East Asia, eight are in Latin 

America and another nine are geographically located in Eastern Europe and Central Asia. Considering the list 

above one can identify several countries which are not normally thought of as emerging economies when 

discussing business opportunities. For example, Timor-Leste and Papua New Guinea as well as Bolivia, Guyana 

and Suriname are not regularly categorized as emerging economies. In addition, Russia and Brazil are 

eliminated due to their per capita income level (falls into category of ‘high income level’).  
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1.1.2 Criteria of Economic Liberalization 

Hoskisson et al. propose as their third criteria that the country in question should employ tools of economic 

liberalization in their growth strategies. It is implicitly understood that this is interlinked with the GDP growth. 

A definition of the term economic liberalization follows from THE ENCYCLOPEDIA OF WORLD POVERTY (SAGE 

2006): 

“Economic Liberalization refers to the removal of both price and non-price barriers to the functioning of markets 

in the economy […]prices set by supply and demand reflect the true resource and opportunity costs of factors of 

production and allocate resources in the most efficient way, providing the most effective and efficient solution 

to the problem of scarcity.” 

 (Odekon, "Economic Liberalization", SAGE E-references 2006) 

As understood by the definition, economic liberalization refers to the allocation of resources in society in the 

most efficient and effective way, through the removal of price and non-price barriers. However, the correlation 

between economic liberalization and sustained growth has lately been more and more critiqued among the 

reports from (United Nations: Report on the World Social Situation ,2010; IMF: Global Financial Stability Report 

2011; and IMF: World Economic Outlook 2011), “with both the 1993 and 2002 studies of the World Bank 

recognize that high growth was not necessarily due to trade liberalization or export orientation” (United 

Nations 2010, 102). Non-sustained liberalization policies without the proper support mechanisms are not able 

to create a dispersed and increasing level of welfare in a country, and as such will in most cases not create a 

favorable environment for business activities.  (Gore 2000) 

As such, it is not the event of economic liberalization that should define if a developing country is an emerging 

economy or not, it is rather the level of stability achieved and maintained. There is no one indicator for 

stability; it is not possible to perform the same categorization as with GDP growth and per capita levels. 

Instead, a range of numerical indicators that evaluate the country risk profile with regards to the 

macroeconomic and budgetary setting will need to be applied; evaluating the country’s openness – as well as 

vulnerability – to the global economy. (International Monetary Fund 2011)The indicators used are listed in the 

table below. 
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Table 3: Proposed criteria for evaluating country stability and risk 

MACROECONOMIC SETTING 

 GDP per capita and GDP annual growth – 

already applied 

 Inflation Rate 

 Current Account Balance 

 Value of Oil Import 

 Population Growth 

BUDGETARY SETTING 
 Government Total Expenditure 

 Government Revenue 

 

The criteria of GDP per capita and GDP annual growth have already been applied in the context of eliminating 

high income and low growth countries, leaving 35 countries that potentially might be categorized as emerging 

economies. The contribution of the remaining indicators of the general economic stability of a country is briefly 

described below: 

 Commodity price risks: A potential high inflation rate might indicate dangerously high 

increases in the general price level for the population, already living on limited per capita 

income. The relationship between inflation rate targeting and exchange rate stabilization is 

also of importance for emerging markets, most of them being export oriented. In addition, the 

country’s value of oil imports may indicate its reliance on outside oil supply and corresponding 

increased vulnerability to rises in energy prices 

 Volatility risks: A country’s current account deficit also indicates its exposure to outside price 

shocks, which in the case of developing countries, may have devastating consequences for 

both economic activity and survival. On the other side, most developing countries boast 

current account surpluses due to their net export 

 Future growth and opportunity: A country’s population growth rate indicates the future size of 

its consumer market and labor force. With population rates declining in the Western world 

and businesses in search of new consumer markets and segments, this factor may indicate 
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future opportunities and hence contribute positively to a country’s status as emerging market. 

However, there are also risks associated with high population growth. High population growth 

rates coupled with poor public spending in infrastructure and other needed foundations will 

not foster a positive emerging environment for sustained growth 

 Public Deficit: Large discrepancies between government revenue and expenditure may 

indicate a dangerous trend of government deficit. This may be rooted in various causes, 

however sub-optimal tax policies and taxation basis often found in developing countries 

coupled with increasing government expenditures in infrastructure and other public goods 

needed for sustained economic development may leave developing countries vulnerable 

 There are other factors that may contribute to further in-depth analysis, exemplified by 

currency volatility and other indicators of the financial landscape. However, the intent of this 

section is not to bombastically conclude a net list of emerging markets, but rather to 

demonstrate the extent of what is required to do so 

On the basis of several international evaluation reports regarding the global economic and financial situation 

(IMF: Global Financial Stability Report 2011; IBRD: Global Economic Prospects 2012), an additional criterion and 

some supporting assumptions are defined: 

 Criterion 3: An inflation rate above 6% is considered risky, and countries boasting inflation 

higher than this will not be considered eligible emerging markets, other things equal 

Assumptions: 

 Current account deficits will in most cases contribute to unfavorable economic conditions 

 Increasing government deficits are a sign of potential large borrowings or of increased risk of 

high inflation, and do not contribute to a stable economic environment 

By eliminating countries with inflation rates above 6%, the following countries remain to be categorized as 

emerging markets: 
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Table 4: Countries meeting criteria 1 through 3: Growth Rate, Income Level and Inflation 

CRITERIA COUNTRIES REGION 

1. Growth rate exceeding 4% 

annual growth 

 

2. Per capita income corresponding 

to low- and middle income 

brackets 

 

3. Inflation rate not exceeding 6% 

Cambodia 

China 

Malaysia 

Myanmar 

Philippines  

Thailand 

 
 
 
 

SOUTH AND EAST 

ASIA (6) 

Bolivia 

Colombia 

Guyana 

Mexico 

Paraguay 

Peru 

LATIN AMERICA 

(6) 

Georgia 

Kazakhstan 

Moldova 

 

Ukraine 

 

EASTERN EUROPE 

AND CENTRAL 

ASIA (4) 

 

Applying the third criterion of inflation rate eliminates another 11 countries from the list and leaves 16 

countries of the original 62 developing countries selected.  

Looking at the government revenue to expenditure ratio, especially Myanmar and Cambodia fare badly. 

However, Malaysia and Thailand follow closely behind. If coupling this indicator with the current account 

balance, both Cambodia and Myanmar have negative current account balance, while Malaysia and Thailand 

both have positive balances. Eliminating suitable countries through government debt and current account 

leaves six countries: four in Asia, and one each in Latin America and Central Asia. For the resulting countries, 

see the table below.  

It is important to notice that it is not the current account deficit or the government debt that categorizes a 

country as mismanaged or unfit for investment and business activities. Most of the OECD countries currently 

boast unhealthy government debt ratios and may have current account deficits to boot, however these 

countries are mostly considered stable largely due to their formal institutions and interconnectedness with the 

surrounding economies. In the cases of most OECD countries, both the formal regulations and the history of 

trust established act to assure positive environments for business. 
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Table 5: Countries meeting criteria 1 through 3 and assumptions of Government Debt and Current Account Balance 

CRITERIA COUNTRIES REGION 

1. Growth rate exceeding 4% 

annual growth 

 

2. Per capita income corresponding 

to low- and middle income 

brackets 

 

3. Inflation rate not exceeding 6% 

 

4. Minimum Government Debt and 

Positive Current Account 

balance 

China 

Malaysia 

Philippine

s  

Thailand 

 
 
 
 

SOUTH AND EAST ASIA (4) 

Bolivia 
LATIN AMERICA 

(1) 

 

 

Kazakhstan 

 

 

EASTERN EUROPE AND  

CENTRAL ASIA (1) 

 

Concluding this exercise of identifying emerging markets through applying macroeconomic and budgetary 

indicators, one is left with the following countries that meet the ‘new’ definition of emerging markets: 

1. Countries with per capita GDP categorized as low or middle income levels 

2. Countries with an annual GDP growth rate exceeding 4% 

3. Countries with an annual rate of inflation below 6% 

4. Countries with a low government revenue-to-expenditure ratio and with a current account 

surplus 

The resulting countries are: Bolivia, China, Kazakhstan, Malaysia, the Philippines and Thailand, prompting the 

new BRICs to be  ‘the BoChiKaMaPhT’.  
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1.2 Exploring the Rankings of Institutional Differences in Indexes: 
PURPOSE: To explore the differences in institutional settings of countries and regions, as indicated by the 

following international indexes: 

 IFC/World Bank “Doing Business” 

 World Economic Forum “Global Competitiveness Report” 

 Transparency International “Corruption Perception Index” 

The use of only macroeconomic indicators gave somewhat of an unexpected answer when trying to identify a 

list of criteria for characterizing what constitutes an emerging market. The preconceived assumption of which 

developing countries are emerging markets also depend on a vast array of issues such as geopolitics, 

interdependencies of regions and countries, and a country’s endowment in resources considered valuable or 

scarce. This proves that the evaluations behind emerging markets are much more complex than numerical 

indices of growth. 

For further detail into how the different indices are set up and calculated, please see their websides, accessible 

through the links below. 

IFC/World Bank “Doing 

Business” 

http://www.doingbusiness.org/rankings 

World Economic Forum 

“Global Competitiveness 

Report” 

http://www.weforum.org/issues/global-competitiveness 

 

http://reports.weforum.org/global-risks-2011/ 

Transparency International 

“Corruption Perception 

Index” 

http://www.transparency.org/policy_research/surveys_indices/cpi 

http://cpi.transparency.org/cpi2011/ 

http://cpi.transparency.org/cpi2011/results/ 

http://www.transparency.org/publications/gcr 

 

 

http://www.doingbusiness.org/rankings
http://www.weforum.org/issues/global-competitiveness
http://reports.weforum.org/global-risks-2011/
http://www.transparency.org/policy_research/surveys_indices/cpi
http://cpi.transparency.org/cpi2011/
http://cpi.transparency.org/cpi2011/results/
http://www.transparency.org/publications/gcr


 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Appendix 2: Emerging Market Data  
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Aggregate Global 
Ranking (average 
of each group is 

median)

Starting A 
Business (No. 

of days)

Trading Across 
Borders (days 

to export)

Global 
Competitive

ness

Corruption 
index 
(2011)

LOW INCOME (USD 1,005 or less)
Average 778 51 5,47 6,99 -3,35 2,56 17,25 14,05 1,20 122 29 25 3,68 2,0
Bangladesh 701                 118 6,10 10,36 -1,03 7,03 16,99 13,12 1,12 122 19 25 3,73 2,4
Cambodia 931                 14 6,10 4,03 -10,58 0,66 18,63 15,65 1,14 138 85 22 3,85 2,1
Myanmar 855                 54 5,60 5,77 -4,27 1,46 13,00 9,65 0,76 n/a n/a n/a n/a 1,4
Nepal 624                 18 4,09 7,80 2,48 1,10 20,38 17,78 1,77 107 29 41 3,47 2,2
LOWER MIDDLE INCOME (USD 1,006-3,975)
Average 2.558 316 8,15 8,63 -7,58 26,93 29,44 29,35 1,53 131 40 24 4,08 3,0
Bhutan 2.285             2 7,82 8,37 -33,23 0,12 44,93 38,56 1,71 142 36 38 n/a 5,7
India 1.455             1.779 8,24 8,16 -3,23 164,13 27,11 18,79 1,39 132 29 16 4,30 3,3
Indonesia 3.797             928 6,25 6,187 -0,42 43,04 18,86 17,89 1,03 129 45 17 4,38 2,8
Laos 1.338             9 8,39 6,662 -19,64 0,63 21,71 20,10 1,44 165 93 44 n/a 2,2
Mongolia 3.848             11 13,61 13,64 -24,39 1,20 43,68 36,39 1,62 86 13 46 3,86 2,7
Papua New Guinea 2.255             15 8,05 6,84 -30,46 0,04 31,57 29,17 2,28 101 51 26 n/a 2,1
Philippines 2.329             228 5,17 3,37 0,94 16,14 19,19 17,28 1,68 136 35 15 4,08 2,4
Sri Lanka 3.139             50 7,90 7,48 -7,29 4,90 21,19 14,96 0,92 89 35 21 4,33 3,2
Timor-Leste 3.641             3 10,02 13,00 43,54 n/a 34,75 72,61 2,20 168 103 25 3,35 2,5
Vietnam 1.498             135 6,09 12,61 -1,58 12,16 31,41 27,76 1,04 98 44 22 4,24 2,7
UPPER MIDDLE INCOME (USD 3,976-12,275)
Average 7.112 2.169 6,29 5,35 -1,86 77,72 30,91 24,59 1,01 49 19 18 4,83 3,4
China 5.899             7.992 9,31 3,32 2,27 246,38 24,14 22,84 0,52 91 38 21 4,90 3,5
Malaysia 10.467           306 5,58 2,70 10,82 13,97 27,86 23,56 1,60 18 6 14 5,08 4,4
Maldives 6.230             2 5,84 11,50 -21,55 0,44 47,32 30,71 1,32 79 9 21 n/a 2,3
Thailand 5.851             377 4,44 3,87 1,02 50,08 24,32 21,26 0,60 17 29 14 4,52 3,5
HIGH INCOME (USD 12,276 or more)
Average 39.310 1.538 4,25 2,46 16,34 98,03 27,05 33,70 0,93 8 7 7 5,24 7,3
Brunei Darussalam (GNI for 2009, GNI growth 39.355           17 2,55 1,62 52,64 0,00 34,00 68,89 1,79 83 101 19 4,78 5,5
Hong Kong SAR, China 36.218           260 4,86 3,80 3,15 21,29 21,12 21,64 0,91 2 3 5 5,36 8,4
Japan 46.973           5.981 1,91 0,00 2,17 228,52 41,13 31,14 -0,08 20 23 10 5,40 7,8
Korea, Rep. 23.680           1.164 4,50 3,39 1,91 113,64 21,60 23,98 0,26 8 7 7 5,02 5,4
Singapore 50.324           270 7,45 3,50 21,81 126,70 17,41 22,86 1,77 1 3 5 5,63 9,3
LOW INCOME (USD 1,005 or less)
none applicable
LOWER MIDDLE INCOME (USD 1,006-3,975)
Average 3.099 17 4,89 5,12 -4,73 0,99 31,33 30,25 1,18 114 35 19 3,69 2,6
Bolivia 2.493             27 4,74 4,90 1,55 0,85 35,55 36,38 1,59 153 50 19 3,82 2,8
Guyana 3.448             3 4,15 5,48 -12,25 0,51 32,24 30,15 0,20 114 26 19 3,73 2,7
Paraguay 3.357             22 5,78 4,97 -3,50 1,63 26,22 24,23 1,76 102 35 33 3,53 2,2
UPPER MIDDLE INCOME (USD 3,976-12,275)
Average 10.768 364 5,29 8,73 -2,22 10,05 29,85 28,16 1,04 72 20 16 4,11 4,0
Argentina 11.453           473 7,42 9,95 -0,70 10,47 39,43 36,37 0,87 113 26 13 3,99 2,9
Chile 15.453           272 5,45 3,83 -2,38 7,69 23,60 23,35 0,93 39 7 21 4,70 7,2
Colombia 8.127             379 4,88 3,48 -2,66 2,95 28,64 27,23 1,39 42 14 14 4,20 3,5
Mexico 10.514           1.208 4,37 3,90 -0,82 48,62 24,54 22,17 1,23 53 9 12 4,29 3,1
Peru 6.070             185 7,07 3,35 -1,96 6,02 19,77 20,89 1,08 41 26 12 4,21 3,5
Suriname (GNI/capita from 2009) 7.927             4 4,65 6,31 -12,96 0,08 26,92 26,31 0,91 158 694 25 3,67 3,0
Uruguay 15.485           52 6,03 7,45 -3,63 2,84 33,52 32,46 0,35 90 7 17 4,25 6,9
Venezuela, RB 11.114           337 2,47 31,56 7,37 1,73 42,40 36,52 1,57 177 141 49 3,51 2,0
HIGH INCOME (USD 12,276 or more)
Brazil 12.465           2.450 4,43 5,17 -3,22 38,26 38,59 36,26 0,88 126 119 13 4,32 3,7
LOW INCOME (USD 1,005 or less)
Average 1.028 6 5,02 5,98 -4,23 0,69 33,98 29,29 1,29 109 17 73 3,61 2,1
Kyrgyz Republic 1.153             6 3,40 4,10 -4,84 0,88 38,98 32,88 1,19 70 10 63 3,45 2,0
Tajikistan 904                 6,63 7,86 -3,63 0,50 28,98 25,71 1,39 147 24 82 3,77 2,1
LOWER MIDDLE INCOME (USD 1,006-3,975)
Average 3.334 42 6,01 5,03 -7,19 2,46 31,07 30,56 0,59 99 12 24 3,93
Armenia 3.123             11 3,44 4,00 -11,04 0,33 24,28 21,15 0,23 55 8 13 3,89 2,6
Georgia 3.597             7 6,40 1,75 -10,31 1,04 29,24 27,25 0,95 16 2 10 3,95 3,8
Kosovo n/a 6 4,20 0,56 -18,31 n/a 30,79 28,10 0,55 117 58 17 n/a 2,8
Moldova 2.128             8 5,67 5,50 -9,73 0,67 39,08 38,15 -0,10 81 9 32 3,89 2,9
Turkmenistan 5.331             30 10,30 6,21 2,12 0,00 15,31 19,40 1,24 n/a n/a n/a n/a 1,6
Ukraine 4.043             183 4,10 4,47 -5,91 12,70 43,63 40,83 -0,40 152 24 30 4,00 2,4
Uzbekistan 1.781             52 7,93 12,70 2,85 0,00 35,20 39,03 1,64 166 14 71 n/a 1,6
UPPER MIDDLE INCOME (USD 3,976-12,275)
Average 7.131 137 2,83 9,53 -3,92 9,47 36,16 35,03 0,46 69 10 15 4,11 3,4
Albania 3.894             13 2,00 1,87 -13,24 0,79 29,34 25,61 0,36 82 5 19 4,06 3,3
Azerbaijan 7.850             72 2,72 5,60 21,79 n/a 32,62 43,55 1,19 66 8 38 4,31 2,4
Belarus 6.186             58 5,36 65,96 -6,16 13,73 38,89 38,98 -0,18 69 5 15 n/a 2,5
Bosnia & Herzegovina 4.488             52 0,80 2,20 -7,84 2,26 50,06 43,22 -0,20 125 40 15 3,83 3,2
Bulgaria 6.903             51 0,95 2,05 2,11 7,22 34,89 33,01 -0,67 59 18 21 4,16 3,6
Kazakhstan 11.917           199 6,87 5,52 6,59 3,17 24,06 28,45 1,42 47 19 76 4,18 2,9
Macedonia, FYR 4.875             10 2,28 2,00 -5,04 1,27 32,60 29,96 2,32 22 3 12 4,05 4,1
Montenegro 6.877             4 1,72 2,01 -19,71 0,24 42,98 37,93 0,17 56 10 14 4,27 3,7
Romania 8.721             186 0,76 2,95 -4,19 5,37 34,05 32,18 -0,20 72 14 12 4,08 3,7
Serbia 5.816             43 1,10 4,12 -8,64 4,80 44,04 39,95 -0,40 92 13 12 3,88 3,5
Turkey 10.914           817 6,59 10,61 -8,78 55,87 34,21 32,47 1,25 71 6 14 4,28 4,4
HIGH INCOME (USD 12,276 or more)
Average 14.393 75.828 3,09 3,88 0,02 9,00 41,54 39,25 -0,33 48 18 16 4,36 4,6
Estonia (OECD) 16.637           22 3,98 3,89 0,87 2,16 44,93 42,84 -0,01 24 7 5 4,62 6,5
Hungary (OECD) 13.045           130 0,99 5,20 3,26 8,56 48,84 45,84 -0,23 51 4 16 4,36 4,7
Latvia 12.368           27 2,39 2,56 -1,86 3,18 38,50 37,31 -0,70 21 16 10 4,24 4,3
Lithuania 13.068           42 3,11 3,08 -1,99 12,42 38,58 35,70 -1,59 27 22 9 4,41 5,0
Poland (OECD) 14.039           528.460 3,64 3,81 -4,55 25,77 44,01 40,78 0,08 62 32 17 4,46 5,3
Russia 14.246           2.022 4,20 4,78 4,77 0,00 38,14 38,72 -0,07 120 30 36 4,21 2,4
Slovak Republic (OECD) 17.344           95 3,31 3,83 -0,38 10,94 37,77 33,56 0,21 48 18 17 4,19 4,3
IMF defined ADVANCED ECONOMIES
Average n/a 44.823 2,066 1,811 -0,351 n/a 42,223 36,607 0,63 26 12 4 n/a n/a
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MACROECONOMIC INDICATORS INSTITUTIONAL INDICES

Aggregate Global 
Ranking (average 
of each group is 

median)

Starting A 
Business (No. 

of days)

Trading Across 
Borders (days 

to export)

Global 
Competitive

ness

Corruption 
index 
(2011)

Myanmar 855                 54 5,60 5,77 -4,27 1,46 13,00 9,65 0,76 n/a n/a n/a n/a 1,4
Bhutan 2.285             2 7,82 8,37 -33,23 0,12 44,93 38,56 1,71 142 36 38 n/a 5,7
Laos 1.338             9 8,39 6,662 -19,64 0,63 21,71 20,10 1,44 165 93 44 n/a 2,2
Papua New Guinea 2.255             15 8,05 6,84 -30,46 0,04 31,57 29,17 2,28 101 51 26 n/a 2,1
Maldives 6.230             2 5,84 11,50 -21,55 0,44 47,32 30,71 1,32 79 9 21 n/a 2,3
Turkmenistan 5.331             30 10,30 6,21 2,12 0,00 15,31 19,40 1,24 n/a n/a n/a n/a 1,6
Uzbekistan 1.781             52 7,93 12,70 2,85 0,00 35,20 39,03 1,64 166 14 71 n/a 1,6
Belarus 6.186             58 5,36 65,96 -6,16 13,73 38,89 38,98 -0,18 69 5 15 n/a 2,5
Malaysia 10.467           306 5,58 2,70 10,82 13,97 27,86 23,56 1,60 18 6 14 5,08 4,4
China 5.899             7.992 9,31 3,32 2,27 246,38 24,14 22,84 0,52 91 38 21 4,90 3,5
Average 3.560 784 6,71 6,42 -2,48 65,54 22,87 18,23 0,98 109 32 17 4,38 3,2
Thailand 5.851             377 4,44 3,87 1,02 50,08 24,32 21,26 0,60 17 29 14 4,52 3,5
Indonesia 3.797             928 6,25 6,187 -0,42 43,04 18,86 17,89 1,03 129 45 17 4,38 2,8
Sri Lanka 3.139             50 7,90 7,48 -7,29 4,90 21,19 14,96 0,92 89 35 21 4,33 3,2
India 1.455             1.779 8,24 8,16 -3,23 164,13 27,11 18,79 1,39 132 29 16 4,30 3,3
Mexico 10.514           1.208 4,37 3,90 -0,82 48,62 24,54 22,17 1,23 53 9 12 4,29 3,1
Turkey 10.914           817 6,59 10,61 -8,78 55,87 34,21 32,47 1,25 71 6 14 4,28 4,4
Vietnam 1.498             135 6,09 12,61 -1,58 12,16 31,41 27,76 1,04 98 44 22 4,24 2,7
Peru 6.070             185 7,07 3,35 -1,96 6,02 19,77 20,89 1,08 41 26 12 4,21 3,5
Colombia 8.127             379 4,88 3,48 -2,66 2,95 28,64 27,23 1,39 42 14 14 4,20 3,5
Kazakhstan 11.917           199 6,87 5,52 6,59 3,17 24,06 28,45 1,42 47 19 76 4,18 2,9
Average 7.388 258 5,96 5,92 -4,87 8,65 32,17 29,87 0,81 108 24 21 4,10 3,8
Philippines 2.329             228 5,17 3,37 0,94 16,14 19,19 17,28 1,68 136 35 15 4,08 2,4
Average 7.178 167 6,80 6,87 -8,33 4,98 34,09 31,45 0,70 90 13 22 4,05 3,9
Ukraine 4.043             183 4,10 4,47 -5,91 12,70 43,63 40,83 -0,40 152 24 30 4,00 2,4
Argentina 11.453           473 7,42 9,95 -0,70 10,47 39,43 36,37 0,87 113 26 13 3,99 2,9
Georgia 3.597             7 6,40 1,75 -10,31 1,04 29,24 27,25 0,95 16 2 10 3,95 3,8
Average 7.662 479 6,39 11,22 -7,36 7,56 35,98 32,57 0,91 108 49 27 3,95
Moldova 2.128             8 5,67 5,50 -9,73 0,67 39,08 38,15 -0,10 81 9 32 3,89 2,9
Mongolia 3.848             11 13,61 13,64 -24,39 1,20 43,68 36,39 1,62 86 13 46 3,86 2,7
Cambodia 931                 14 6,10 4,03 -10,58 0,66 18,63 15,65 1,14 138 85 22 3,85 2,1
Bolivia 2.493             27 4,74 4,90 1,55 0,85 35,55 36,38 1,59 153 50 19 3,82 2,8
Tajikistan 904                 6,63 7,86 -3,63 0,50 28,98 25,71 1,39 147 24 82 3,77 2,1
Bangladesh 701                 118 6,10 10,36 -1,03 7,03 16,99 13,12 1,12 122 19 25 3,73 2,4
Guyana 3.448             3 4,15 5,48 -12,25 0,51 32,24 30,15 0,20 114 26 19 3,73 2,7
Average 6.405 26 3,69 5,26 -5,37 1,56 31,25 31,90 0,83 82 14 19 3,80 3,1
Average 6.100 30 3,50 5,05 -3,85 1,86 32,12 33,01 0,81 82 14 19 3,83 3,1
Suriname (GNI/capita from 2009) 7.927             4 4,65 6,31 -12,96 0,08 26,92 26,31 0,91 158 694 25 3,67 3,0
Average 5.186 43 2,93 4,41 0,71 2,74 34,72 36,37 0,75 82 14 19 3,91 3,1
Paraguay 3.357             22 5,78 4,97 -3,50 1,63 26,22 24,23 1,76 102 35 33 3,53 2,2
Nepal 624                 18 4,09 7,80 2,48 1,10 20,38 17,78 1,77 107 29 41 3,47 2,2
Timor-Leste 3.641             3 10,02 13,00 43,54 n/a 34,75 72,61 2,20 168 103 25 3,35 2,5
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Aggregate Global 
Ranking (average 
of each group is 

median)

Starting A 
Business (No. 

of days)

Trading Across 
Borders (days 

to export)

Global 
Competitive

ness

Govern
ance 

Indicat
ors

Corruption 
index 
(2011)

Cambodia 931                  14 6,10 4,03 -10,58 0,66 18,63 15,65 1,14 138 85 22 3,85 2,1
Myanmar 855                  54 5,60 5,77 -4,27 1,46 13,00 9,65 0,76 n/a n/a n/a n/a 1,4
Philippines 2.329               228 5,17 3,37 0,94 16,14 19,19 17,28 1,68 136 35 15 4,08 2,4
Average 7.112 2.169 6,29 5,35 -1,86 77,72 30,91 24,59 1,01 49 19 18 4,83 3,4
China 5.899               7.992 9,31 3,32 2,27 246,38 24,14 22,84 0,52 91 38 21 4,90 3,5
Malaysia 10.467            306 5,58 2,70 10,82 13,97 27,86 23,56 1,60 18 6 14 5,08 4,4
Thailand 5.851               377 4,44 3,87 1,02 50,08 24,32 21,26 0,60 17 29 14 4,52 3,5
Average 3.099 17 4,89 5,12 -4,73 0,99 31,33 30,25 1,18 114 35 19 3,69 2,6
Bolivia 2.493               27 4,74 4,90 1,55 0,85 35,55 36,38 1,59 153 50 19 3,82 2,8
Guyana 3.448               3 4,15 5,48 -12,25 0,51 32,24 30,15 0,20 114 26 19 3,73 2,7
Paraguay 3.357               22 5,78 4,97 -3,50 1,63 26,22 24,23 1,76 102 35 33 3,53 2,2
Colombia 8.127               379 4,88 3,48 -2,66 2,95 28,64 27,23 1,39 42 14 14 4,20 3,5
Mexico 10.514            1.208 4,37 3,90 -0,82 48,62 24,54 22,17 1,23 53 9 12 4,29 3,1
Peru 6.070               185 7,07 3,35 -1,96 6,02 19,77 20,89 1,08 41 26 12 4,21 3,5
Average 1.028 6 5,02 5,98 -4,23 0,69 33,98 29,29 1,29 109 17 73 3,61 2,1
Average 3.334 42 6,01 5,03 -7,19 2,46 31,07 30,56 0,59 99 12 24 3,93
Georgia 3.597               7 6,40 1,75 -10,31 1,04 29,24 27,25 0,95 16 2 10 3,95 3,8
Moldova 2.128               8 5,67 5,50 -9,73 0,67 39,08 38,15 -0,10 81 9 32 3,89 2,9
Ukraine 4.043               183 4,10 4,47 -5,91 12,70 43,63 40,83 -0,40 152 24 30 4,00 2,4
Kazakhstan 11.917            199 6,87 5,52 6,59 3,17 24,06 28,45 1,42 47 19 76 4,18 2,9
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Aggregate Global 
Ranking (average 
of each group is 

median)

Starting A 
Business (No. 

of days)

Trading Across 
Borders (days 

to export)

Global 
Competitive

ness

Corruption index 
(2011)

Governm
ent Ratio

Philippines 2.329                228 5,17 3,37 0,94 16,14 19,19 17,28 1,68 136 35 15 4,08 2,4 1,110539
China 5.899                7.992 9,31 3,32 2,27 246,38 24,14 22,84 0,52 91 38 21 4,90 3,5 1,056925
Malaysia 10.467             306 5,58 2,70 10,82 13,97 27,86 23,56 1,60 18 6 14 5,08 4,4 1,182327
Thailand 5.851                377 4,44 3,87 1,02 50,08 24,32 21,26 0,60 17 29 14 4,52 3,5 1,143872
Bolivia 2.493                27 4,74 4,90 1,55 0,85 35,55 36,38 1,59 153 50 19 3,82 2,8 0,977292
Kazakhstan 11.917             199 6,87 5,52 6,59 3,17 24,06 28,45 1,42 47 19 76 4,18 2,9 0,845735
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