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Summary While there is ample statistical evidence that the top 500 multinational enter-
prises (MNEs) are predominantly home-region-bound or bi-regional, the operations of
MNEs from the emerging economies have not been comprehensively analyzed. This consti-
tutes a vital gap since firms from emerging economies have been making prominent acqui-
sitions in recent years, and these economies are expected to post impressive growth
despite the global economic slowdown. MNE managers cannot ignore such opportunities
and threats. This study analyzes the operations of MNEs from four leading emerging econ-
omies – Brazil, Russia, India and China (BRIC). Since aggregated FDI data often lack trans-
parency due to off-shore tax havens, we supplement that analysis by examining 1430
mergers and acquisitions undertaken by MNEs from BRIC economies during 2000–2007.
We also develop insights into their dispersion pattern across five industry sectors in six
geographical regions.
ª 2009 Elsevier Ltd. All rights reserved.

Introduction

The rapid pace of economic liberalization in the post-Cold
War global business environment has contributed to the
27-fold increase in world trade and the large rise in foreign
direct investment (FDI), which by 2007 had risen to $1.8 tril-
lion (UNCTAD, 2008a). The spectacular increases in the
scale and scope of multinational enterprise (MNE) opera-
tions and their �global� strategies have been driving global-
ization, leading some scholars to claim that markets have
homogenized into a �global village� (Levitt, 1983).

On the other hand statistical evidence indicates that
84.2% of the 380 MNEs from the world�s top 500 firms for

which intra-regional sales data were available had over
50% of their sales solely in the home region of the �Triad�,
comprising North America, European Union (EU) and Asia.
Merely 6.6% of those 380 companies had 70% of their sales
coming from just two regions of the Triad, while only nine
MNEs could be truly characterized as �global�. Scholars pur-
suing this line of research argue that globalization is a myth
and therefore MNE managers need to develop �regional�
rather than �global� strategies (Rugman, 2005, p. 7; Rugman
and Verbeke, 2004).

Data on intra-regional and extra-regional sales of ‘‘The
Fortune Global 500’’ (2002) firms and of MNEs in different
industries indeed substantiate that MNE operations are
mostly regional in scope (Rugman, 2005). Although those
analyses were based mainly on data for 2001–2002, even
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UNCTAD�s latest World Investments Prospects Survey 2007–
2009 (WIPS) has found that most companies would still pre-
fer their home regions for future international investments,
although they would now begin exploring other regions too
(UNCTAD, 2007).

The globalization versus regionalization debate has thus
far centered on the operations of ‘‘The Fortune Global
500’’ firms. However, over the past two decades Brazil, Rus-
sia, India and China (collectively called BRIC) have been reg-
istering rapid growth, much higher than other �emerging
economies�. Further, their aggregated outward FDI now al-
most equals their FDI inflows (Berman, 2008; Morck et al.,
2008; UNCTAD, 2008a). However, although by 2007 ‘‘The
Fortune Global 500’’ included 70 �emerging economy MNEs�
(EEMs), when Rugman (2005) conducted his seminal study
on regionalization in 2000–2001, there were very few. EEMs
have also been undertaking extensive mergers and acquisi-
tions (M&As) globally, many even into the developed econ-
omies. But do the EEMs have the same strategic
motivations and similar spatial dispersion as the �developed
economy MNEs� (DEMs)?

The operations of DEMs have been researched exten-
sively in the literature and their predominantly regional or
bi-regional scope is well established. However, as Supachai
Panitchpakdi, Secretary General UNCTAD observes in his
foreword to Karl Sauvant�s (2008) book, ‘‘The Rise of Trans-
national Corporations from the Emerging Markets: Threat
or Opportunity?’’ the ‘‘second generation of globalization’’
has not received the analytical or policy attention that it
deserves. This leaves a significant gap in the literature since
most analysts assert that BRIC economies would continue to
grow impressively despite the current worldwide recession.
For instance, experts predict that the Chinese economy
would post 8–9% growth (down from 11% to 12%), while In-
dia�s economy would grow 6–7%, down from 9.2% last year
(IBEF, 2009a, IMF, 2009). Since EEMs are emerging as active
players on the global business landscape it is essential for
MNE managers to monitor their strategies and geographical
scope – not doing so could well result in ceding competitive
advantage.

This study therefore examines, at the macro-level
based on outward FDI and also at the firm-level, whether
the operations of EEMs (MNEs from Brazil, Russia, India
and China) are home region-biased, bi-regional or global.
Apart from the FDI data we analyzed 1430 foreign M&As
undertaken by EEMs over the eight year period 2000–
2007. This study thus makes a substantive contribution to
the globalization versus regionalization literature by devel-
oping deeper insights into the outward FDI from Brazil,
Russia, India and China. We also study the strategic moti-
vations and dispersion patterns of their foreign M&As coun-
try-wise, across five industry sectors. Given the rapid
growth of these economies and the ascendency of their
MNEs we believe this analysis has great relevance for aca-
demics, MNE managements as well as government policy-
makers.

Theoretical development

The location, control and the process of internationalization
of MNEs form the core of academic discourse in interna-

tional business research (Eden and Lenway, 2001). The early
literature had focused on providing a theoretical rationale
for FDI mainly through the industrial organization economics
research stream; e.g. costs of doing business abroad and
internalization (Hymer, 1960; Kindleberger, 1969), firm-
specific competitive advantages (Buckley and Casson,
1976; Caves, 1971), risk diversification (Rugman, 1979),
product-life-cycle theory (Vernon,1966) and the eclectic
paradigm (Dunning, 1980).

Traditionally FDI trends have been analyzed through
country-level FDI determinants such as economic and polit-
ical stability, host government policies, market size, GDP,
cultural distance, tax rates, wages, corruption, and produc-
tion and transportation costs (Barkema and Vermeulen,
1998; Hofstede, 1980; Nigh, 1985; Sethi et al., 2003). The
FDI location decision however is impacted by both environ-
mental and endogenous factors. It is essentially a firm-level
transaction that involves analyses of elements in the global,
regional and national environments at the macro level, and
firm-specific factors at the micro level (Aharoni, 1966; Buck-
ley et al., 2007). Numerous aggregated firm-level decisions
are analyzed as country-level FDI flows.

The FDI location decision has also been analyzed in the
developmental economics literature to show how FDI moti-
vations change in step with the host country�s economic
development (Dunning, 1981; Narula, 1996). Referred to
as the investment development path, it shows that less
developed countries attract mostly resource seeking and
efficiency seeking FDI. As their technological infrastructure
improves, they attract FDI in greater value-added activities.
Likewise, Ozawa�s (1992) notion of the stages of economic
development also posits that a country in pre-take-off stage
attracts FDI in primary products and labor-intensive sectors,
while one in the take-off stage attracts it in medium/large
capital-intensive sectors. The institutional economics liter-
ature examines the government�s role in providing a suitable
environment for FDI through an open economy, stable cur-
rency and investment incentives (Noorbakhsh and Paloni,
2001; Woodward and Rolfe, 1993). Such incentives could
be broad-based or targeted towards specific industries or
projects and thus affect the FDI location decision (Sethi
et al., 2002).

During the Cold War era while the capitalist democracies
had welcomed FDI much of the rest of the world was hostile
to it due to fears of neocolonialism. This induced most Third
World countries in Asia, South America and Africa to adopt
the socialist economic model instead and restrict FDI. Con-
sequently, suitable FDI locations were sparse with hardly
any intra-country location options and thus country-level
analysis of FDI was perhaps adequate then. However, with
country-level variables micro-analysis of FDI locations and
trends is not feasible (Rugman and Verbeke, 2007).

The Uppsala Model�s incremental internationalization
process explains the propensity of MNEs to operate initially
in their home region (Johanson and Vahlne, 1977). The
CAGE distance framework explains how cultural, adminis-
trative, geographical and economic distances increase
transactions costs, thus promoting a home-region bias (Ghe-
mawat, 2001). Rugman and Verbeke (2007) contend that the
liability of intra-regional expansion appears to be much low-
er than the liability of interregional expansion, which is why
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