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Chapter I 

Introduction 

Research Statement  Thi s stud y examine s th e valuatio n effect s o f cross-borde r expansio n 

patterns of a distinct group o f firms -  Emerging Market Multinationals (EMMs)1 tha t originate 

from the emergin g market s (EMs) . Th e stud y commit s it s analytica l foc i o n Merger s an d 

Acquisitions (M&As) , Join t Venture s (JVs) , an d Strategi c Alliance s (SAs ) given that EMM s 

achieved to build multinational service and production networks aki n to their developed country 

counterparts b y internationalizing their operations throug h regional or global configurations with 

the utilizatio n o f these three specifi c type s o f expansio n patterns . EMM s diffusio n i n to th e 

global economi c system signal s formatio n o f relatively complex organizational structures wit h 

potentially distinct characteristics. As a result of their dynamic international activities, these new 

players with regional and global focus have become a  significant mechanism for the transfe r o f 

capital, technology , managemen t an d variou s othe r sset s withi n an d betwee n developin g and 

developed countries, and created new engines o f growth in emerging markets. 

The meaning o f multinational corporation (MNC ) i s a fir m tha t operates in more tha n on e country . Therefore , b y 
definition a n E M M an d an M N C ar e th e same , a s E M M s operat e in multiple countries a s well . I n the earl y years , 
Most EMMs obtaine d thei r original know-how from developed countries. They are simila r to the MNC s develope d 
nations, which hold subsidiaries in export-processing zone s t o take advantage of lower wages an d managerial costs . 
However, i n som e ways , the y ar e differen t tha n th e MNCs . Thes e difference s ma y b e du e t o th e policie s of 
governments i n their home countries . The y are als o differen t tha n th e MNC s a s thei r adaptatio n o f technology t o 
small-scale manufacturin g generall y resulte d i n a  technolog y tha t i s mor e labor-intensiv e tha n th e large-scal e 
technology employed by most multinationals. 

The ter m emerging  markets  historically refers t o under-tappe d marke t segments , such  a s th e Africa n America n 
work- force i n the Unite d States . Yet , broadly defined, a n emerging  market  or an emerging  market  economy i s a 
country making an effort t o augment an d improve its economy with the goal of raising its performance t o that of the 
world's more advance d nations . Th e term emerging  market  used i n this study wa s established b y the Internationa l 
Finance Corporation (IFC) in 1981 . I n thi s study E M M s ' countrie s ar e referre d t o a s emerging  -  i n line with th e 
emerging market definition of Standard an d Poor' s (S&P ) Emerging Markets Data Base -  where a  stock market i s 
categorized as emerging if it meets at least one of two following genera l criteria : 1) it is located in a low- or middle-
income economy as defined by the Worl d Bank; and 2) its investable market capitalization is low compared with its 
most recen t GD P figures (Aybar , Kan , Milma n 2002) . I n thi s study , th e firm s fro m th e newl y industrialized 
countries (NICs ) ar e als o include d as EMMs . Th e NIC s ar e no t ye t a t th e leve l o f developed nations , bu t mor e 
economically advanced than the developing countries. Some NICs are Hong Kong, Taiwan and Korea. 
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