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Abstract

Journal of Management Studies’ 2005 special issue on strategy research in emerging economies highlighted the increasing role of emerging markets in international trade and management. Since that issue, the popularity of studying firms from emerging markets has increased in the business as well as academic world. In this article, we provide a thorough review of outward foreign direct investment (OFDI) strategies initiated by firms from emerging markets that was published after the special issue. We concentrate on developments and gaps in the literature, and provide directions for future research in this area.

An important component of globalization during the last two decades is the increased participation of developing economies (or so-called emergent markets) in the global economy (UNCTAD, 2005). Emerging markets refers to those countries whose national economies have grown rapidly, where industries have undergone and are continuing to undergo dramatic structural changes, and whose markets hold promise despite volatile and weak legal systems (Luo & Tung, 2007). Emergent markets play critical roles as markets for goods and services as well as production sites. 
Research on emerging economies has been growing significantly since the 1990s (Hoskisson et al., 2000; Peng, 2001).  Early research in the strategy of emerging markets focuses mostly on firms from developed economies who enter emergent markets. As firms from emergent markets increasingly take an active interest in developing their foreign strategies outside their home markets, more and more scholars of international business start to examine outward foreign direct investment (OFDI) strategies of these firms from emergent markets. For example, Peng (2001) discusses the application of resource-based view (RBV) theory in OFDI strategies by four types of business forms (multinational, state-owned, entrepreneurial and business group) in emergent markets. Wright et al. (2005) review the strategy research in emergent markets with four strategic options: (1) firms from developed economies enter emergent markets; (2) domestic firms compete within emergent markets; (3) firms from emergent markets enter other emergent markets; and (4) firms from emergent markets enter developed markets. The third and the fourth strategic options are OFDI strategies of firms from emergent markets. 

Journal of Management Studies in 2005 have published a special issue on strategy research in emerging economies. After that, the special issues dealing with only OFDI strategies of firms from emergent markets have published in other top management journals such as Journal of International Business Studies and Journal of International Management. Prior effort in the study of OFDI strategy by firms from emergent markets have observed the potential interest in this field and have enhanced our understanding by showing dominant theories in this field, however, a systematic approach that organizes literature is imperative and expected to provide a valuable platform for future discussion on this topic. 

The purpose of this article is to review research in OFDI strategies by firms from emerging market that has been published since the special issue of Journal of Management Studies. In our review we set out to identify the major topics that have been examined. Subsequently, we examine the gaps in the existing literature for future research.
Research on OFDI strategy of firms From Emergent markets, pre-2005

Hoskisson et al. (2000), Peng (2001), and Wright et al. (2005) are three seminal works that review strategy research on emergent markets. The focus of Hoskisson et al. (2000) is to examine strategy formulation and implementation by private and public enterprises in different emergent markets. This review paper contributes to the literature by identify three major theories (institutional theory, transaction cost economies, and the resource-based view of the firm) in this research field. Peng (2001) and Wright et al. (2005) follow the step of Hoskisson et al. (2000) and expand the discussion. 

Peng (2001) chooses to concentrate on one theoretical perspective, the resource-based view of the firm, and discuss how this theory have explained or could apply to the study of international management in the emergent markets. This review paper contributes to the literature by identifying four important business forms in emerging markets. These four types of business forms are multinational firms, state-owned enterprises, start-ups (entrepreneurial), and business groups (conglomerates). Because these four business forms posses different institutional resources as well as restrictions, Peng (2001) provides a useful framework to organize literature in the emergent markets.
Wright et al. (2005) is part of the special issue on strategy research in emerging economies published by Journal of Management Studies. It is the most recent review paper in this research field. Similar to Hoskisson et al. (2000), Wright et al. (2005) identifies four crucial theories in this field by adding Agency theory to the existing three. In terms of the framework to organize literature, Wright et al. (2005) do not use Peng’s (2001) approach but propose a different one that distinguishes OFDI strategies of firms in emergent markets from other research subjects. As mentioned earlier, Wright et al. (2005) classify the strategy research in emergent markets through four strategic options: (1) firms from developed markets enter emergent markets; (2) domestic firms compete within emergent markets; (3) firms from emergent markets enter other emergent markets; and (4) firms from emergent markets enter developed markets.
To summarize, these seminal pieces published in journals prior to 2005 have already observed the unique features of the institutional environment of emergent markets and they have endeavored to discover factors that influence the strategy choices of firms from emergent markets. However, most research discusses “inward”
strategy in emergent markets; that is, how firms from developed markets enter emergent markets. Less research is on the “outward” strategy of firms from emergent markets.

A Review of Post-2005 Research on OFDI Strategies of Firms from Emergent Markets
We begin our review of the OFDI strategies of firms from emergent markets by using specific terms such as “emerging markets,” “emergent markets,” and “developing economies” with “strategy” to derive articles published in the management journals. Table 1 shows the list of management journals that we reviewed. We chose these journals because they were recognized as top journals in several management journal rankings (e.g., Franke, Edlund, & Oster, 1990; Minger & Harzing, 2007). 
Table 1. Reviewed Journals and the Number of Articles 2005-2008
	Reviewed Journals
	Number (Both in and out of emergent markets) 
	Number (Only out of emergent markets)

	Journal of International Business Studies (JIBS) 
	30
	15

	Strategic Management Journal (SMJ) 
	1
	0

	Academy of Management Journal (AMJ)
	1
	0

	Academy of Management Review (AMR)
	1
	0

	Journal of Management (JM)
	1
	0

	Journal of Management Studies (JMS) 
	14
	1

	Organization Science (OS) 
	5
	0

	Management International Review (MIR) 
	9
	2

	Journal of International Management (JIM)
	15
	10

	Journal of World Business (JWB) 
	12
	1

	Administrative Science Quarterly (ASQ) 
Total                                                                     
	1
90
	0
29


A thorough search of articles in these journals led to a collection of 90 articles that focused on strategy research in emerging markets. These strategies can be initiated by firms from both developed and emergent markets. Of the 90 articles, only 29 articles address the OFDI strategies by firms from emerging markets. Subsequently, we authors and two research assistants then independently reviewed and coded the contents of all articles to assess inter-rater reliability. On all assessments there was an overall 86% agreement.  In cases where discrepancies in coding occurred, all raters discussed their findings, and the first author determined the final classification.

The final 29 papers, using diverse geographical settings, theoretical frameworks and methodological approaches, collectively provide insights that would hopefully not only address existing gaps in our understanding of these firms but also provide useful directions for future research. Of these 29 articles, 15 (52%) are empirical studies, 7 (24%) are case studies, and 7 (24%) are conceptual papers.
In the following sections, we first identify major topics and theories in the selected articles, followed by major research questions and their results. Finally, we discuss methodology methods adopted in these articles.
Major Topics and Theories
To identify research topics on this field, we use keywords provided by authors of each article. Only three articles (10.3 %) do not list any keyword. Table 2 lists major subjects and theories cited in these articles. As shown, three out of twenty nine articles examine the macro environment of emergent markets and explore how the environment affects OFDI strategy. For example, Witt and Lewin (2007) focus on institutional change and argue that OFDI is an escape response for firms whose needs are misaligned with home country institutional conditions.
Thereafter, twenty six articles (89.6%) are firm-level studies, which discuss issues like firm resource transfer (e.g., Bjorkman, Stahl & Vaara, 2007), the ownership structure (e.g., Yiu, Lau & Bruton, 2007), the decision of foreign market entry (Filatotchev et al., 2007), and social network (e.g., Elango & Pattnaik, 2007)
Table 2. Research Subjects and Theories
	Subjects and Theories
	Number  (% out of 29 articles)

	Macro environment

            capital market distortion

            economic reform

            institutional change

            market liberation

            Total
	3 (10.3%)

	Firm-level

            capability transfer

            competitive advantage

            corporate ownership structure/governance 

            dynamic capability

            experience

            foreign market entry

            knowledge flow

            legitimacy

            network/social network  

            Total
	26 (89.6%)

	Theories

            MNE (Eclectic paradigm, foreign direct

               investment, globalization, internationalization 
               process)
            Social network theory
            Resource-based view (dynamic capability,

              absorptive capability)

            Institutional theory

            Organizational learning                      
	16
5
3
2

2


As to the theories adopted in these articles, international theory of MNEs such as eclectic paradigm, foreign direct investment, globalization, internationalization process (16 articles) is the most common one followed by social network theory (5 articles), resource based view (3 articles), institutional theory (2 articles) and organizational learning (2 articles). In the following section, we take a further step to analyze major research questions and results. 
Major Research Questions and Results
Seeing the recent economic data showing the surge of OFDI by firms from emergent markets, international business scholars pay attention to the characteristics of this trend (such as size, target locations, and key players), identify specific drivers of this surge, and evaluate broader implications of this trend with economic and management theories. Morck, Yeung and Zhao (2008) and Buckely et al (2008) are two examples of papers that study the trends in OFDI by firms from emergent markets such as China.
In addition to the sketching characteristics of OFDI strategies, researchers are interested in the role and development of multinational firms from emergent markets (EM MNEs). There is small but growing body of literature on this business form: two special issues JIM 2007 and JIBS 2007 are published. EM MNEs attract significant research attention because they are considered as firms that have the unique advantages of dealing with institutional voids which they exploit to counter foreign MNEs both in their local economies as well as in markets with similar institutional environments (Aulakh, 2007; Luo & Tung, 2007). In specific, these firms from emergent markets have developed certain advantages owing to their unique home market institutional contexts which can be extended to international markets. They will continue to play critical roles in competing with MNEs from developed markets in the globalization process.
Another research question is centered on the concept of business group in the emergent markets. Business groups have employed resources to compensate for the lack of environmental resources available (Guillen, 2000). In emergent markets, business groups are considered to replace poorly performing or nonexistent economic institutions. They have shown to possess a competitive advantage in entering country environments with underdeveloped institutions. Also, those firms from business groups have significant related diversification or vertical integration. As a result, they have a learning advantage over those that have broad diversified operations which are managed in a decentralized and unconnected way (Yiu, Lau & Bruton, 2007). Other questions associated with business groups are “How can business group in emergent markets add value at a high level of diversification, a task their counterparts in developed economies have largely failed?”  

Major Methods/Methodology
As mentioned earlier, fifteen out of twenty nine articles are empirical studies (52%) and another seven are case studies (24%). Specifically, eight of these fifteen empirical studies are cross-sectional and seven are evolutionary pieces. While interview is mostly adopted in the case studies, the common data collecting method in the empirical studies is using the secondary source such as government or private databases. In terms of statistical analysis, regression models such as pooled OLS and multinomial logit regression are dominantly adopted. Finally, in terms of research setting and sample, China is widely chosen (41%) among these articles.     
Conclusions and Future Research Directions
After analyzing the literature in the study of OFDI strategies of firms from emergent markets 2005-2008, we believe that the existing literature is moving from anecdotal evidence to a body of systematic research. We argue that prior effort have worked toward the destination of providing answers to the question like “to what extent theories and methodologies used to study strategy in mature, developed economies are suited to the unique social, political, and economic contexts of emergent markets?” but the answers to this question are still in the process to be verified. There have been some research results showing similarities of OFDI strategies between developed and emergent markets; meanwhile, we also found research results showing idiosyncratic/unique firm characteristics of emerging markets. Therefore, it is a good debate whether eventually we will have a new management theory of OFDI strategies by firms from emergent markets. 
The aim of this review was to capture the development of leading works in OFDI strategy of firms from emergent markets by examining top management journals. Give the broad focus of this study, a key contribution is that major trends in research have been identified, facilitating a general assessment of OFDI strategy in this field. It is noteworthy that an in-depth analysis of each specific OFDI strategy (i.e., cross-border mergers/acquisitions) is beyond the scope of this study. 

The broad focus also limited our ability to include a larger number of journals in our review. Other journals, such as Chinese Management Studies, Management and Organization Review, also publish important research in the globalization of emergent markets. However, due to the database availability (full-text function), we have to narrow our article search and assume that the included journals in our review form a good reflection of the highest quality research in this field. 

Suggestions for Future Directions
In the following paragraphs we present three points for enhancing the research agenda in the OFDI strategy from emergent markets. First, firms from the emergent markets will increasingly take an active interest in developing their international strategies; therefore, there is continuing research for showing unique features of these firms. For example, a group of research has been investigating the role of social capital and networks of firms from emergent market (e.g., Kali & Reyes, 2007; Zhou, Wu, & Luo, 2007). Networks have been found to be more difficult to operate in developed economies because of the legal and institutional infrastructure that prevent fluid operation of such networks due to intellectual property right laws and other laws restricting cooperation or collusion between firms. Thus, it is interesting to see how firms from emergent markets will use their social capital or networks differently when they enter developed markets as opposed to other emergent markets.
Secondly, we argue that the study of MNEs from emergent markets will continue to be a promising research topic in this field. The globalization experience of these firms brings challenges for corporate governance such as the relationship between the headquarters and subsidiaries. How MNEs from emergent markets internalize their global experience and transform their management practice in the local and global markets also deserve a close research attention. As to the comparison of MNEs from emergent and developed markets, it surely will continue to develop in this field in the future. 

            Finally, a worthwhile research topic in this field in the future is the study of business groups (conglomerates), a special business form from emergent markets. One unique feature of business groups from emergent markets is high product diversification (Wright et al., 2005). It is argued that this unique feature will mitigate the ability of larger businesses from emergent markets in entering developed markets (Yiu, Lau & Bruton, 2007). Therefore, a future research direction is the dynamic evolution of business groups from emergent markets in the process of globalization. More work can be done to examine the changing configuration of business groups and how agency problems are exhibited when these firms move from emerging markets into other emerging or developed markets.
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