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Chapter I
Introduction
Research Statement. This study examineé the valuation effects of cross-border expansion
patterns of a distinct group of firms - Emerging Market Multinationals (EMMs)' that originate
from the emerging markets (Elv\/Is).2 The study commits its analytical foci on Mergers and
Acquisitions (M&As), Joint Ventures (JVs), and Strategic Alliances (SAs) given that EMMs
achieved to build multinational service and production networks akin to their developed country
counterparts by internationalizing their operations through regional or global configurations with
the utilization of these three specific types of expansion patterns. EMMs diffusion in to the
global economic system signals formation of relatively complex organizational structures with
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 transfer of
capital, technology, management and various other ssets within and between developing and

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

1The meaning of multinational corporation (MNC) is a firm that operates in more than one country. Therefore, by
definition an EMM and an MNC are the same, as EMMs operate in multiple countries as well. In the early years,
Most EMMs obtained their original know-how from developed countries. They are similar to the MNCs developed
nations, which hold subsidiaries in export-processing zones to take advantage of lower wages and managerial costs.
However, in some ways, they are different than the MNCs. These differences may be due to the policies of
governments in their home countries. They are also different than the MNCs as their adaptation of technology to
small-scale manufacturing generally resulted in a technology that is more labor-intensive than the large-scale
technology employed by most multinationals.

2The term emerging markets historically refers to under-tapped market segments, such as the African American
work- force in the United States. Yet, broadly defined, an emerging market or an emerging market economy is a
country making an effort to augment and improve its economy with the goal of raising its performance to that of the
Wprld’s more advanced nations. The term emerging market used in this study was established by the International
Finance Corporation (IFC) in 1981. In this study EMMs’ countries are referred to as emerging — in line with the
emerging market definition of Standard and Poor’s (S&P) Emerging Markets Data Base - where a stock market is
Categorized as emerging if it meets at least one of two following general criteria: 1) it is located in a low- or middle-
Income economy as defined by the World Bank; and 2) its investable market capitalization is low compared with its
most recent GDP figures (Aybar, Kan, Milman 2002). In this study, the firms from the newly industrialized
countries (NICs) are also included as EMMs. The NICs are not yet at the level of developed nations, but more
economically advanced than the developing countries. Some NICs are Hong Kong, Taiwan and Korea.
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