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Abstract
We consolidate and comprehensively review the international business (IB) literature on
the firm-specific advantages (FSAs) of emerging market multinational enterprises (EM
MNEs). We do so through a systematic examination of 88 empirical and conceptual
articles published in top-ranked IB journals between 2011 and 2018. The results reveal
that in the past decades, EM MNEs have acquired several of the same FSAs as their
counterparts in developed countries (developed country enterprises or DC MNEs) -
financial resources, technologies, marketing capabilities, brand equity, R&D intensity,
and management competencies. However, more recently, EM MNEs have developed
additional unique FSAs in the form of managerial capabilities - to cope with competition
in uncertain and constantly changing environments; easy access to cheaper capital; a
stronger commitment to networks, such as those with diaspora communities; and,
political connections. These additional FSAs have catalyzed the internationalization of
EMMNEs. Our study also shows that some hurdles remain in the IB literature on FSAs.
For instance, while IB scholars agree that EMMNEs have different investment motives
depending on whether they invest in other emerging economies or developed econo-
mies, scholars are silent on the exact FSAs necessary to make EMMNEs investments in
the respective economies successful. To advance the IB literature, we present some
promising future research areas and challenge scholars to pursue further empirical
studies on the FSAs of EM MNEs.
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Introduction

The advantages derived from multinational enterprises’ (MNEs) possession of specific
assets and capabilities has for decades, been the subject of intense scrutiny by international
business (IB) scholars, and it continues to be so. Beginning with the seminal works of
Dunning (1958), Vernon (1966), and Hymer (1960/1976), the IB field has seen rapid
growth in studies examining firm-specific advantages (FSAs; Aharoni, 1993; Birkinshaw,
Hood, & Jonsson, 1998; Buckley & Casson, 1976; Dunning, 1988; Dunning, 2000;
Erramilli, Agarwal, & Kim, 1997; Hedlund, 1980; Kogut, 1985; Lecraw, 1984; Rugman,
1977, 1980a, b; Rugman & Verbeke, 1988). FSAs come mostly from intangible assets
and capabilities, which bring a superior competitive position to the possessing firm
(Rugman, Verbeke, & Nguyen, 2011). FSAs include privileged access to information,
raw materials, distribution channels, superiority in [digital] technology, and brands,
superior corporate governance, and organizational culture. A key tenet of IB theory is
that to become an MNE and survive overseas against indigenous competitors; firms must
possess significant FSAs over their competitors that can help them offset disadvantages
when competing abroad (Dunning, 1988; Hymer, 1960/1976; Wells, 1983).

Although the concept of FSAs has remained a cornerstone of MNE theorizing for
many decades, it was not until the late 1960s and early 1970s that scholars started
paying attention to FSAs of MNEs from emerging markets (EMMNEs; Lall, 1983a, b;
Wells, 1977, 1981, 1983, 2009). Although earlier work suggested that EM MNEs
possessed distinct FSAs, comparable to the unique FSAs of their developed country
counterparts, some scholars’ argued that the FSAs of EM MNEs were different in
nature (Wells, 1977, 1983). The main argument was that different resource character-
istics, endowments, and cultures of emerging economies accounted for these differ-
ences (Lall, 1983a; Wells, 1983). For example, one identified FSA of EM MNEs was
the flexibility that came from being small and possessing technology that was less
cutting-edge than their developed country competitors were, but nevertheless better
suited for a developing country context (Lall, 1983a; Wells, 1983).

In the last few years, the growth of foreign direct investments (FDI) by EM MNEs
has rejuvenated questions about the specific advantages of such enterprises
(Ramamurti, 2012), leading some scholars to call for a “re-assessment of established
theories of the MNE” (Meyer & Thaijongrak, 2013; Wells, 1983). As growth has
picked up in emerging markets and slowed down in advanced economies, the interna-
tionalization of EM MNEs not only spurs new challenges for established MNEs, but
also promises to change the landscape of world business (Lall, Chen, Katz, Kosacoff, &
Villela, 1983; Lecraw, 1977; Luo & Zhang, 2016). According to Ramamurti (2012),
we should be open to the possibility that EM MNEs have different ownership advan-
tages than developed country multinational enterprises (DC MNEs), reflecting the
distinctive institutional conditions of their home market.

Yet, to the best of our knowledge, surprisingly, no studies to date have systematically
reviewed the literature concerning FSAs of EM MNEs. As a result, our understanding of
EM MNEs’ unique ownership or firm-specific advantages and disadvantages, as well as
their peculiar strategic behavior, remains inadequate (Luo & Tung, 2018). This literature
claims that EM MNEs get their FSAs from their home countries; however, little clarity
exists about which specific home country factors lead to these FSAs . In addition, scholars
are split on the leading causes of EM MNEs expansion, whether they expand abroad
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because of their unique advantages and the intention to exploit their FSAs (Brainard, 1993;
Markusen & Venables, 1998), or whether EM MNEs expand abroad to acquire such
advantages (Aharoni, 1993; Birkinshaw, Hood, & Jonsson, 1998; Buckley & Casson,
1976; Dunning, 1988, 2000; Erramilli, Agarwal, & Kim, 1997; Hedlund, 1980; Kogut,
1985; Lecraw, 1984; Rugman, 1977, 1980a, 1980b; Rugman & Verbeke, 1988). Scholars
who support the “no FSA” view argue that EMMNEs purposely expand abroad to obtain
FSAs that they lack and which are not available in their home countries (Luo & Tung,
2007). Others argue that EMMNEs indeed do possess certain advantages, albeit a different
kind than those possessed by DC MNEs (Ramamurti, 2012). As this body of literature
develops, it is essential to take inventory of what has been identified as the nature of the
FSAs of EMMNEs, to derive maximum value from existing research, and to push current
research efforts into a new stage of development. In this paper, we aim to fill this critical
void, answering these questions:What are the sources and benefits of FSAs as identified by
IB research in emerging markets so far? What can these findings tell us about the
distinctiveness of EM MNEs, in comparison with DC MNEs? Furthermore, where do
we need more research?

The rest of the paper is organized as follows. In the next section, we discuss our
method and review process before we present the results from the review of 88
empirical and conceptual studies on FSAs from 2011 to 2018 across top-ranked IB
journals. This is followed by an analysis of the findings and a discussion of how these
main sources of FSAs for EM MNEs relate to existing theories within IB research. We
distinguish between ordinary sources of FSAs, as argued by Madhok and Keyhani
(2012), and additional sources of FSAs specific to EM MNEs. We conclude by
assessing the body of literature we reviewed, identifying knowledge gaps, and sug-
gesting avenues for future research.

Method and review process

A literature review involves searching, reviewing, consolidating, and integrating the most
prevalent issues examined in a discipline, to present research trends, synthesis, and
direction, and to develop new theoretical constructs (Xie, Reddy, & Liang, 2017). In the
domain of IB, and other social sciences disciplines, three main literature review techniques
are employed by scholars: bibliometric reviews, meta-analysis, and systematic/integrative
reviews (Xie, Reddy, & Liang, 2017). Bibliometric reviews entail analyzing extensively
published research by using statistical tools to identify trends and citations of a particular
theme, by year, country, author, journal, method, theory, and research problem. Meta-
analysis is a quantitative review technique that identifies overall directions and effect sizes
by combining findings across studies, comparing those findings to identify the substantial
and methodological study characteristics that lead to variations in study findings, and
generating and testing theoretical propositions using data-analytic techniques (Cooper &
Hedges, 1994). Systematic reviews provide a critical discussion on a specific research
problem by integrating extant literature, summarizing prior contributions, locating knowl-
edge gaps, and proposing areas for future research. The methodology employed in this
study follows the systematic literature review process described by Denyer and Neely
(2004) since it allows us to employ a transparent and reproducible procedure, enabling us to
gather the broadest view of FSAs in this domain.
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Definitions: FSAs, emerging markets, and EM MNEs

A myriad of terms have been used to refer to both FSAs and emerging markets in the
academic literature. In our review process, we relied on broad definitions of both terms
to ensure that no important works were left behind due to bias in our selection criteria.
In early literature, synonyms that reflect the concept of FSA are oligopolistic advan-
tages, competitive advantage, firms’ capabilities, firm competencies, core competen-
cies, and ownership advantages (see, for example, Lundan (2010)). Rugman and
Verbeke (2003) define FSA as “knowledge bundles” that can take the form of
intangible assets, learning capabilities, and even privileged relationships with outside
actors. Most scholars agree that FSAs come from specific assets, particularly intangible
assets, and capabilities that grant a firm a superior competitive position. In this paper,
we use the term FSA to encompass all the advantages derived from MNEs’ possession
of unique specific assets and/or capabilities that facilitate successful internationaliza-
tion. In the analysis, we distinguish between “ordinary sources” of FSA, resources that
have not historically been thought of as distinctive, and additional sources of FSA
unique to EM MNEs because of their emerging market context.

The definition of emerging markets has varied over the past two decades (Luo &
Zhang, 2016). It was first introduced in 1981 by the International Finance Corporation
(IFC) as part of the promotion of the first mutual fund investments in developing
countries (Khanna & Palepu, 2010). However, emerging markets existed before 1981.
Prior to the introduction of the term, these countries had typically been called “third
world,” “less developed countries,” or “developing countries”; this is how the early
literature analyzed them and their multinational firms (see, for example, Lall (1983b)).
Today, which countries fall under the category of emerging markets or developing
countries is a hotly debated topic. The United Nations, for instance, does not have an
official definition for “developing country,” despite labeling 159 nations as such.

Within IB research Hoskisson, Eden, Lau, and Wright (2000b) define emerg-
ing markets as characterized by trends toward “marketization” and privatization,
and which are still heavily regulated. Burgess and Steenkamp (2006) define
emerging markets as economies in which gross domestic product per capita,
adjusted for purchasing power parity, is converted to U.S. dollars and smoothed
for three-year currency fluctuations so that it is equal to or less than the
highest-ranked country classified as “middle income” by the World Bank.
Others define emerging markets against an initial definition of “developed”
markets so that all remaining countries are classified as emerging (for
example, see Buckley et al., 2007). In this study, we use the term “emerging
markets” in its broader sense—including all studies in leading IB journals that
focus on emerging markets, developing countries, third world countries, transi-
tion economies, newly industrialized countries, dysfunctional markets, and so
forth. Following Luo and Tung (2018), we define EM MNEs as international
companies that (a) originated from emerging markets, (b) are engaged in
outward FDI, (c) have effective control of its international activities, and (d)
focus its international expansion on value-adding activities. This definition is
especially useful because it captures large MNEs from emerging markets as
well as small and medium enterprises, such as born-global companies or
international entrepreneurial firms (Luo & Zhang, 2016).
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Journal selection and review procedure

We relied on scholarly journals as the primary data source for this review. Scholarly
journal articles are highly recognized in the management and social sciences, as
compared to books and conference proceedings (Xie, Reddy, & Liang, 2017). This is
partly due to the rigorous process articles must go through before they are accepted into
top journals. Our data search spanned June 2017 to October 2018. In June 2017, we
searched for “firm specific advantages” in ABI/INFORM, Web of Science, Google
Scholar, EBSCO, ProQuest, Scopus, and article reference lists to identify relevant
articles. This yielded many articles, but not necessarily those focused on emerging
markets and not from the target journals. Using the publishing journal as a proxy for the
quality of an article (Denk, Kaufmann, & Roesch, 2012; Fastoso & Whitelock, 2010),
in February 2018, the search became more specific and constrained, including key-
words in specific top IB journals only. We focused on the leading IB journals proposed
by DuBois and Reeb (2000). In addition, we consulted the Chartered Association of
Business Schools Academic Journal Guide (AJG, 2018) to verify the top journals
within the area of international business studies. Top journals (with a ranking of three
and up) comprised the following publications: Asia Pacific Journal of Management
(APJM), Global Strategy Journal (GSJ), International Business Review (IBR), Journal
of International Business Studies (JIBS), Journal of International Management (JIM),
Journal of World Business (JWB), and Management International Review (MIR).

Similar to Doh and Lucea (2013); Newbert (2007), and Chabowski, Samiee, and Hult
(2013), and to be inclusive, we retrieved relevant articles using a keyword search with
combinations of the following terms or phrases: “firm-specific advantage,” “firm-specific
advantages,” “firm specific advantages,” “firm specific advantage,” “firm-specific capa-
bilities,” “firm specific capabilities,” “FSA,” “FSAs” oligopolistic advantages, oligopo-
listic advantage, oligopolistic-advantages, competitive advantage, competitive advan-
tages, competitive-advantage, firm capabilities, firm-capabilities, firm capability, firm
competencies, firm-competencies, core competencies, core-competencies, ownership ad-
vantage, ownership advantages, and ownership-advantages. We also used variants and
spelling of these terms as keywords, searching journal by journal. To ensure that we traced
as many articles as possible, both open search and advanced search options were used.We
continued this strategy until the search was finalized in October 2018.

This revealed 368 full-text articles across the seven journals: 93 articles from IBR, 67
from JWB, 50 from GSJ, 61 from JIBS, 18 from APJM, 42 fromMIR, and 37 from JIM.
A thorough investigation of titles, abstracts, keywords, and introductory sections in each
of the studies—with regard to their use of FSAs, oligopolistic advantages, competitive
advantage, firm capabilities, firm competencies, core competencies, and ownership
advantages and so on—led to the exclusion of 226 articles. These articles did not address
“emerging markets,” “Third World,” “less developed countries,” or “developing coun-
tries,” the context investigated in this review. We then read through the remaining 142
articles in detail and differentiated articles that simply mention some FSAs from those that
empirically tease out the role of specific FSAs in EMMNEs. This led to the elimination of
an additional 54 articles. The sample thus comprised 88 articles from the seven IB
journals. Figure 2 provides an overview of these articles and associated journals.

We used three criteria to select the articles: first, the article had to deal with “firm-specific
advantages.”Second, the paper had to focus on “emergingmarkets” either as the context or as
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a key component of the paper. Third and final, the article had to be published between 2011
and 2018. Since FSAs are one of the most studied concepts within IB research, the first two
criteria helped to focus the study and to be precise in its scope. The final criteria—the period
from 2011 to 2018—was chosen for two reasons: first, since 2011, research interest on EM
MNEs has increased tremendously, with an increase in special issues dedicated to emerging
markets.1 The quantity of studies published during this time makes our selected period
suitable for a literature review focusing on emerging markets. The second reason is that
one of the top IB journals selected for this study, Global Strategy Journal (GSJ), started
publishing in May 2011 (Tallman & Pedersen, 2011). Considering there are only a few top-
ranked journals within IB research (White, Guldiken, Hemphill, He, &Khoobdeh, 2016), we
decided to include all issues of this journal.We surveyed all the selected articles to ensure that
the country under study was, in fact, an “emergingmarket” as per the definition of this paper.
From the initial 368 articles, only 24% were found to be appropriate for the current review.

Results

Countries studied

Given that what constitutes an emerging market is vast in scope, analysis of the
geographic distribution of emerging markets is an important consideration to determine
which regions are in need of future scholarly attention (Hoskisson, Eden, Lau, &
Wright, 2000a; Wright, Filatotchev, Hoskisson, & Peng, 2005). Figure 3 presents the
countries of origin of the EM MNEs studied in our review sample.

In total, 33 (37% of the sample) of the studies reviewed for this paper involved
multiple emerging markets—that is, a combination of BRIC countries. Of those studies
focused on a single country, 28 (32%) had China as the setting, while 9 (10%) analyzed
India, followed by 5 for Taiwan (6%), 4 for South Korea (4%) and 2 for Turkey (2%).
The remaining countries had only one study focused on them. Several reasons could
account for this, but that is not the focus of the present study, and it is not examined
further. Regarding the type of articles, 75 of the 88 articles reviewed for this paper were
empirical studies, representing 85% of the total. The remaining 13 articles (15%) were
theoretical studies or conceptual studies.

Overview of topics and phenomena

Our review reveals 24 identifiable topics addressed in prior studies on EM MNEs FSAs.
Table 1 offers an overview of these key topics and the number of articles that include these
topics. Of the 88 articles, 22 (25%) focused on international expansion, 14 (16%) examined
subsidiary management, 9 (10%) examined the FDI motive of the EM MNEs, and 7 (8%)
examined firm performance. The 36 (42%) remaining articles examined phenomena such as
location choice, cross-border M&A, outward FDI strategies, entry-mode decisions, innova-
tion capabilities, signal interpretation, state ownership, and others.

1 See for example, Global Strategy Journal Special Issue, 2012 volume 2, issue 3; Journal of World Business,
2016, volume 51, issue 5), and specifically on Africa, Journal of World Business: Africa Special Issue 2011
volume 46, issue 1 and Global Strategy Journal Special issue, 2017.
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Analysis

Ordinary sources and benefits of firm-specific advantages

This review finds that various ordinary FSAs have been identified in EM MNEs, such as
capital, technologies, marketing capabilities, brand equity, R&D intensity, and management
competencies (De Beule & Sels, 2016; Lee, Hong, & Makino, 2016a; Liang, Lu, &Wang,
2012; Nguyen & Rugman, 2015; Sutherland, Anderson, & Hertenstein, 2017). This is
contrary to previous research claiming that EM MNEs lack “real” FSAs due to challenges
in their home country (Madhok & Keyhani, 2012). In fact, our review reveals that EM
MNEs internationalize to exploit the comparative advantages of their home country–, such as
natural resources, access to cheap labor, and capital (Li, Li, Lyles, & Liu, 2016b). In China,
for instance, wheremost of theMNEs are partly or wholly state-owned, such firmsmay have
access to low-cost capital and labor, and thus Chinese firms may internationalize to exploit
such cost-based advantages (Wang, Hong, Kafouros, & Boateng, 2012a).

Table 1 Key phenomena covered in this review

Phenomena Number of articles Percentage

International expansion 22 25%

Subsidiary management 14 16%

FDI motives 9 10%

Firm Performance 7 8%

Emerging Markets theory development 6 7%

Location choice 6 7%

Cross-border M&A 4 5%

Outward FDI strategies 3 3%

Innovation capabilities 2 2%

Entry mode decisions 1 1%

Country & firm specific advantage 1 1%

Cross-listing 1 1%

Cultural measurement 1 1%

Dynamic capabilities 1 1%

Environmental management practices 1 1%

External growth strategies 1 1%

International diversification 1 1%

Investment promotion agencies 1 1%

Multiculturalism 1 1%

Ownership choices 1 1%

Patent applications 1 1%

Product innovation 1 1%

Signal interpretation 1 1%

State ownership 1 1%

Total 88 100%
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The key tenet of this argument is that firms originating from or located in certain
countries benefit from country-specific economic, social, political, and geographic factor
advantages. For instance, EM MNEs from countries endowed with abundant natural
resources achieve a competitive advantage from their access to cheap resources. The
argument extends further in that EM MNES have developed ownership advantages to
allow them to operate certain types of activity in foreign countries more effectively than
local firms in developed countries. An example of this is Chinese companies that rely on
their diaspora community for easier access to market information and entry (Buckley
et al., 2007). However, home country comparative advantages, such as cheap labor or
natural resources, are not considered FSAs, as these are available to all firms located in a
similar region/country (Lessard & Lucea, 2009; Ramamurti & Hillemann, 2018).

The review also found that when operating in high-risk host countries where govern-
ments are not considered reliable or trustworthy, firms develop FSAs through corporate
social responsibility (CSR) initiatives (Müllner&Puck, 2018; Shapiro, Vecino,&Li, 2018).
CSR initiatives and shareholder orientation activities thus serve as a source of ordinary FSAs
because they are available to all MNEs operating in a particular country, regardless of their
country of origin. Furthermore, like DC MNEs, EM MNEs rely on intangible capabilities,
innovation, the ability of company actors to learn quickly, and managers’ diverse knowl-
edge, to exploit newmarkets and gain competitive advantage (Luiz, Stringfellow, & Jefthas,
2017; Williamson, 2016; Xie & Li, 2013). Rui, Zhang, and Shipman (2016) illustrate that
firms abilities to re-codify tacit knowledge to speed up its transfer to clients or subsidiaries in
very different contexts is an important firm-specific capability that promotes future
expansion and internationalization success. Moreover, as Nair, Demirbag, and Mellahi
(2015) observe, the entrepreneurial drive and vision of founders of EM MNEs are also
sources of ordinary FSAs that propel these MNEs’ progression to become globally compe-
tent business leaders.

Additional sources and benefits of firm-specific advantages for EM MNEs

In addition to the above-identified “universal” FSAs, our review finds that EM MNEs
over the years have developed FSAs that differ from those traditionally mentioned in
the IB literature. First, the distinctive institutional makeup of emerging market countries
has been identified as a key source of FSA (Kubny & Voss, 2014; Luiz et al., 2017).
For example, experience with local bureaucratic and sometimes corrupt officials, in
addition to a deep understanding of the local rules of the game, provide EMMNEs with
a strong ability to survive and succeed in markets characterized by low institutional
quality (Bilgili, Kedia, & Bilgili, 2016; Buckley, Munjal, Enderwick, & Forsans,
2016b). EM MNEs from countries with weaker institutions that have survived institu-
tional hardships develop FSAs in deal-making abilities, as well as resilience to corrup-
tion practices. The result of this is better organizational and managerial capabilities to
cope with competition in uncertain situations. For instance, as Kubny and Voss (2014)
argue, the permanent exposure of Chinese firms to a home country’s institutional
environment that is constantly changing has led them to develop specific organizational
and managerial capabilities to tackle these types of challenges in other markets.

This perspective is in line with the argumentmade by Cuervo-Cazurra andGenc (2008)
that having the disadvantage of weak institutions at home can become a competitive
advantage abroad (Cuervo-Cazurra & Genc, 2008). Second and closely related to the
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Table 2 A cross section of authors discussing “universal” sources of FSAs

Sources of FSAs Authors

Capital/financial resources Kedia et al. (2012)

Lee and Rugman (2012)

Lei and Chen (2011)

Luo et al. (2011)

Mauri et al. (2017)

Nguyen and Rugman (2015)

Rabbiosi et al. (2012)

Shih and Wickramasekera (2011)

Temouri et al. (2016)

Trąpczyński and Gorynia (2017)

Yaprak et al. (2018)

Corperate Social responsibility

Borda et al. (2017)

Technology, brand, production know-how, marketing etc.

Sutherland et al. (2017)

Zhu et al. (2017)

Grand Total

Corporate Social responsibility (CSR)

Tatoglu et al. (2014)

Entrepreneurial drive and vision of CEO

Nair et al. (2015)

Organizational capability e.g. absorptive capability and corporate culture

Cuervo-Cazurra et al. (2018)

Cui et al. (2015)

Halaszovich and Lundan (2016)

He et al. (2018)

Hennart (2012)

Hennart et al. (2017)

Hung and Tseng (2017)

Lee et al. (2016)

Li et al. (2016a)

Li et al. (2017)

Liang et al. (2012)

Ma et al. (2013)

Park and Harris (2014)

Rui et al. (2016)

Sun et al. (2018)

Thakur-Wernz and Samant (2017)

Williamson (2016)

Zhang et al. (2015)

Zhang et al. (2016)

Entrepreneurial drive and vision of CEO

Anderson et al. (2015)
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above finding is the specific knowledge that EM MNEs bring of local cultures, customs,
and market characteristics similar to their home markets, which help them when
internationalizing to other emerging markets. This is quite valuable, as such understand-
ings are something most advanced country MNEs must play catch up with when
expanding to emerging markets (Choi & Beamish, 2013; Hsu, Chen, & Caskey, 2017;
Kafouros & Wang, 2015).

Furthermore, these FSAs do not require grand investments, as they are often gained
merely from being indigenous firms that enjoy government support to internationalize;
this points to another source of FSA, the role of the state (Lu, Liu, Wright, &
Filatotchev, 2014). Research shows that foreign expansion by EM MNEs are primarily
driven by government policy and state ownership (Wang et al., 2012a; Wei, Clegg, &
Ma, 2015). State ownership can provide firms with a competitive advantage through
strong political connections to their home government, which help them to get access to
strategically important factor resources that the state controls (Deng & Yang, 2015; Li,
Cui, & Lu, 2017; Zhang, Ma, Wang, Li, & Huo, 2016). EM MNEs may thus enjoy
preferential treatment by their home governments in the form of access to cheaper
financial resources (Nguyen & Almodóvar, 2018; Temouri, Driffield, & Bhaumik,
2016). They may also have an easier time achieving other home country-specific
advantages, such as economies of scale on account of large domestic markets.

Adding to formal business networks like customers, suppliers, business partners, and
governments are informal networks of family members, acquaintances, friends, and
other contacts constitute an important source of FSA for EM MNEs (Ge & Wang,
2013). This is related to the fact that a large proportion of EM MNEs are family-
controlled, either by a single-family or by a set of families (Chung, 2014).

Hertenstein, Sutherland, and Anderson (2017) demonstrate that the ability to commit
to a network, develop trust, and build long-term relationships is an important source of
FSA for EMMNEs. For example, local nationals who have stayed abroad and returned
home to take up management positions (returnee managers) become important to
FSAs; they enhance the firm’s likelihood of internationalizing as such managers tend
to have a global mindset and thus help to legitimize and support the geographical
expansion of their firms through high commitment modes such as FDI (Cui, Li, Meyer,
& Li, 2015; Wooster, Blanco, & Sawyer, 2016). Besides family connections and
networks, EM MNEs are also very good at engaging in beneficial relationships with
firms in other sectors, which enables access to resources controlled by others. This is an
additional relational asset (Buckley et al., 2007).

Finally, notwithstanding the IB literature’s emphasis on firm size to sustain firm-
specific advantages, Bello, Radulovich, Javalgi, Scherer, and Taylor (2016) find that
small production size (mostly from family firms) can also be a source of FSAs. This is
because firms with small-scale production can more easily switch products to respond
quickly to customer and environmental changes.

Altogether, EM MNEs with FSAs find it relatively easy to seek new resources and
knowledge in developed markets when they internationalize. The previously mentioned
FSAs help them to engage with host governments as well as other actors, and in some
situations, even alter institutional conditions in their favor. In Turkey, for example,
Tatoglu et al. (2014) found that MNEs use their FSAs to force host governments to
change regulations to create entry barriers to their industry for firms from other
countries. This is perhaps not so surprising, as the institutional environment can
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Table 3 A cross section of authors discussing additional sources of FSAs for EM MNEs

Sources of FSAs Authors

Experience from other emerging markets (similar to
home country)

Buckley et al. (2016)

Demirbag et al. (2011)

Driffield et al. (2013)

Estrin et al. (2017)

Hsu et al. (2017)

Kafouros and Wang (2015)

Lu et al. (2014)

Luiz et al. (2017)

Luo and Wang (2012)

Moghaddam et al. (2014)

Muellner et al. (2017)

Wooster et al. (2016)

Wu and Chen (2014)

Firm size

Chung (2014)

Specific knowledge of local customs, culture, and market characteristics

Nguyen and Almodóvar (2018)

Pananond (2013)

Sun et al. (2012)

Technology, brand, production know-how, marketing
etc.

De Beule and Sels (2016)

Lee et al. (2016)

Home government support

Li et al. (2013)

Wang et al. (2012)

Wei et al. (2015)

Organizational capability e.g. absorptive capability and
corporate culture

Cerrato and Piva (2015).

Political connections

Huang and Chiu (2014)

Business and personal networks

Gaur et al. (2014)

Firm size

Madhok and Keyhani (2012)

Sahaym and Nam (2013)

Home government support

Bhaumik et al. (2016)
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influence firms’ choice of a competitive strategy and stakeholder management. Ac-
cording to the literature, FSAs are developed to secure a positive reputation and
enhance internationalization. When pursuing international expansion, FSAs help
expanding firms to overcome the liability of being foreigners, thereby positively
affecting the performance of DCMNEs in emerging markets (Nachum, 2003). Figure 1
provides an overview of the different universal and additional sources of FSAs
identified by IB scholars’ research on emerging markets.

Nature and particularities of EM MNEs’ internationalization

Since the early phase of internationalization of EMMNEs in the late 1960s and early 1970s,
two questions have been persistent in the IB literature: (1) Why do EM MNEs choose to
exploit their skills through direct investment? (2) What are the skills that enable EMMNEs
to earn profits abroad (Lall, 1983a; Ramamurti & Singh, 2009; Wells, 1983, 2009)? EM
MNEs in this period emerged in the context of host countries’ import-substituting economic
policies (Lall, 1983a; Wells, 1983). These firms operated in a resource-constrained context,
which was protected by high trade tariffs (Wells, 2009). Their competitive advantage
primarily resided in their generally small size, which gave them the flexibility to adapt
products to local market conditions and domestication; thus, they could use local inputs and
capital conservation by employing labor-intensive production methods rather than capital-
intensive production methods. These EMMNEs exported their product down the “pecking
order” to other emerging markets (Wells, 1977, 1983), leading scholars to describe EM
MNEs as either having no real FSAs at all (Rugman, 2009) or possessing FSAs that are
uniquely based on their country-specific institutional background (Cuervo-Cazurra &Genc,
2008; Govindarajan & Ramamurti, 2011; Wells, 1977) (Figs. 2 and 3).

Our review finds that EMMNEs possess several of the same FSAs as DCMNEs, in the
form of financial resources, technologies, marketing capabilities, brand equity, R&D
intensity, and management competencies (De Beule & Sels, 2016; Lee et al., 2016a;
Liang et al., 2012; Nguyen & Rugman, 2015; Sutherland et al., 2017). However, as noted
by Wells (1983) and Lall (1983a) in the late 1960s and early 1970s, possessing the
advantage of ownership is not sufficient on its own for EM MNEs to exploit their
advantages abroad (Lall, 1983a; Wells, 1983; Yiu, Lau, & Bruton, 2007). EMMNEs must
have some reason other than mere FSAs to embark on FDI. Without such a reason, firms
can simply export their products and services abroad. Even if export from emerging market
countries is cumbersome for EM MNEs due to a lot of trade barriers and restrictions, they
could sell their products and services through licensing arrangements (Wells, 1983, 2009).

Our review of the studies shows that home country government support, institutional
environment, and industry competition are important reasons why EMMNEs pursue FDI;
collectively, these factors transform EM MNEs into competitive players in the global
market (Wang et al., 2012a). In the past decade, many host governments of emerging
economies have introduced policies that encourage outward FDI. To further these ends,
they have also provided benefits for local firms (Kumar, 2008; Shapiro & Globerman,
2003). One example is the government of China, which is known to regularly issue
guidelines and encourage outward FDI in specific sectors and countries where it supports
investments by Chinese firms (Buckley et al., 2007; Lu et al., 2014; Wei et al., 2015).
From the studies reviewed, it seems that an EM MNE’s decision to exploit their skills
through FDI is definitely influenced by home government policy of this sort (Wang et al.,
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2012a;Wei et al., 2015), as well as the structure of EMMNEs home industry (Wang et al.,
2012a). Additionally, EMMNEs may also go abroad to avoid competitive disadvantages
incurred by operating exclusively in one domestic market (Michael & Lewin, 2007).

Another interesting finding of our review is that EM MNEs expand abroad to acquire
critical FSAs that they lack (Luo& Tung, 2007), which they then use to compete effectively
in developed markets as well as other emerging markets. However, we also found that EM
MNEs develop additional FSAs to tackle institutional and market constraints because of
experience they gather through their operations in their home countries. Experience from an
emerging market context is considered a major source of FSA for EM MNEs as their
overseas investment strategies are influenced by their home country environment parame-
ters, such as economic growth, perceived institutional hardship, competitive pressure, and so
on (Luo&Wang, 2012). EMMNEs also enjoy advantages in the form of capabilities to deal
with uncertain institutional environments; further, they can also take advantage of formal
and informal business networks and demonstrate greater flexibility based on size and
production.

What characterizes EM MNEs is that they deploy their additional FSAs, such as
political connections, business networks, and government (financial) support, to

Sources of FSAs

Benefits of FSAs 

• Experience from other emerging markets (similar to home country)

• Specific knowledge of local customs, culture and market characteristics

• Government support  - access to cheap financial resources

• Political connections

• Personal and business networking skills

• Firm size

• Enhance internationalization
• Produce products and services at 

ultra-low costs
• Manage uncertainties better

• Overcome liability of foreigners
• Easy to seek new resources and 

knowledge
• Secure positive reputation
• Gain more control (for subsidiaries)
• Better performance

“Ordinary” vs EM MNE 
additional  FSAs

Ordinary sources of FSAs

Additional sources of FSAs for 
EMMNEs

• Capital/ financial resources

• Technology, Brand, Marketing, Production know-how

• Corporate social responsibility 

• Organizational capability e.g. absorptive capability and corporate culture

• Entrepreneurial drive and vision of CEO

Fig. 1 Sources and benefits of FSAs
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increase their assets within “universal” FSAs. This unique combination of FSAs helps
EM MNEs leverage strategic foreign assets. This finding is in line with Dunning and
Lundan’s (2008) assertion that MNEs can obtain competitive advantages by combining
and coordinating resources in various regions and countries.

With respect to the skills that enable EM MNEs to earn profits abroad, Nguyen and
Rugman (2015) find an FSA in EMMNEs’ financial management decision-making skills,
reflected in their internal equity financial capabilities. EM MNEs’ ability to commit to a
network, develop trust and build long-term relationships, such as with diaspora communities
(Buckley et al., 2007), offers other valuable FSAs (Hertenstein et al., 2017). EMMNEs are
also seen to possess superior organizing capabilities, which they exploit to earn profits
abroad (Kubny & Voss, 2014; Liang et al., 2012). As well, EMMNEs are characterized as
particularly skilled in dealing with corrupt officials, a skill these firms exploit to their
advantagewhen internationalizing into other emergingmarkets with low institutional quality
(Bilgili et al., 2016; Buckley et al., 2016b). Perhaps originating within an institutional
environment that poorly supports the market is not a disadvantage for EM MNEs after all.

Investing in other emerging economies versus investing in developed economies

Studies have suggested that EMMNEs have different investment motives for FDI, shaped
by whether they invest in other emerging economies or in developed economies. For this
reason, EM MNEs need to develop different sets of capabilities and resources to make the
respective investments successful (Makino, Lau, & Yeh, 2002). From the studies reviewed,
we find support for the above assertion (Liang et al., 2012). While EMMNEs exploit their
FSAs in emerging countries, they pursue FDI in developed economies to overcome
competitive disadvantages at home (Michael & Lewin, 2007; Yang, Jiang, Kang, & Ke,
2009). When investing in other emerging economies, EMMNEs employ technologies that
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are locally appropriate and accessible to the market (Kubny & Voss, 2014). Local firms
might prefer technologies from more developed countries, but because they cannot fully
absorb such advanced technologies, EMMNEs benefit from these local firms’ failures. EM
MNEs also apply their skills in dealing with corrupt officials when investing in other
emerging markets (Bilgili et al., 2016; Buckley et al., 2016b; Kubny & Voss, 2014).

However, when investing in advanced economies, EM MNEs rely on political connec-
tions and the subsequent government support that comes with it (Wang et al., 2012a).
Political connections lead to access to low-cost capital and strategically important factor
resources that the state controls (Li et al., 2017; Wang et al., 2012a; Zhang et al., 2016),
which become the FSAs necessary for EM MNEs when pursuing FDI in advanced
economies. Ge and Wang (2013), consistent with Buckley et al. (2007), argue that when
investing abroad (in developed economies), EMMNEs rely on ethnic and family networks
to gain easier access to market information and entry, which reduces investments and
commercial risks. Such ethnic and personal networks constitute an important FSA for EM
MNEs, particularly those fromChina (Ge&Wang, 2013). Surprisingly, according toWang
et al. (2012a), technological and marketing (advertising) capabilities are less important for
EM MNEs when investing abroad, so firms do not have to possess them to perform FDI
(Wang et al., 2012a).

Directions for future research

The rise in outward FDI and the growing number of EM MNEs in recent years have
triggered a theoretical discussion within the IB research community on the need to reassess
our understanding of the theory of MNEs (Meyer & Thaijongrak, 2013). Does outward FDI
from EM MNEs represent a new phenomenon that requires new theories, or can it be
explainedwithin the “classic” theoretical frameworks (Hennart, 2012)? Several scholars have
argued that EMMNEs are fundamentally different fromMNEs in developed countries (see,
for example, Dunning, 2006; Ramamurti, 2012), implying that a need exists for new theories
to explain their internationalization activities. This view persists. Among the articles
reviewed, we note a general agreement that theories based on DC MNEs are not suited to
explain the internationalization of EMMNEs due to the differences in strategic motivations,
resources, and internationalization processes. While scholars agree that we need a better
understanding of the traits, resources, and processes of EM MNEs, the literature is split on
which theories are best suited to take account of the specificities of these firms.

As noted by Luo and Zhang (2016), it is essential that IB scholars develop a better
understanding of how EMMNEs deploy and reconfigure their additional FSAs throughout
the global value chain. This requires more empirical studies examining how EM MNEs
develop FSAs from their home country characteristics. Although the drivers of EMMNEs
to pursue FDI may vary depending on whether such firms target other emerging economies
or developed economies (Liang et al., 2012; Makino et al., 2002), very little has been
researched about the exact FSAs necessary for EE MNEs to invest in each of the two
economies. This lacuna in the literature needs to be ameliorated.

To summarize, we still lack an overarching theory to explain the whole picture of how
EM MNEs exploit their different FSAs in the internationalization process. This is further
complicated by the fact that “emerging markets” is a broad category, one that includes very
different countries and firms. At the same time, as this review has shown, the literature
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dealing with the FSAs of EMMNEs is strongly characterized by research on multinationals
fromBRIC countries, in particular from the two largest emergingmarkets, China (32%) and
India (10%). Future researchers will thus have many opportunities to carry out studies in
other emerging economies, particularly in those countries endowed with abundant natural
resources. African countries are among this group—diverse nations, whose institutional
environments vary tremendously. Market-supporting institutions in African countries are
gradually changing; however, the direction of these changes is not equal in different
countries, making them challenging for MNEs operating across the continent to navigate
(George, Corbishley, Khayesi, Haas, & Tihanyi, 2016; Mol, Stadler, & Ariño, 2017).

FDI into Africa has increased tremendously, from USD 6 billion in 1996 to USD 59.3
billion in 2016 (UNCTAD, 2018), a compound annual growth rate of 11%. African
countries, together with other emerging economies in the Middle East, now represent a
substantial part of global FDI inflow (UNCTAD, 2018). This provides an opportunity for
researchers to develop theories that explain the role of African governments in the interna-
tionalization process of such MNEs. For example, what FSAs do African firms possess?
What is the nature of the institutional environment in which African firms create their
strategies?Moreover, what can new knowledge about FSAs inAfricanmultinationals add to
our understanding of the distinctiveness of emerging market multinational enterprises in
general?

Conclusion

In this paper, we have reviewed the IB research status on FSAs in EMMNEs from seven top
journals between 2011 and 2018, taking a qualitative survey approach. We illuminated the
main source of FSAs for EMMNEs, as well as their nature, their traits, and the benefits they
provide to these firms. The available research shows that although it might have seemed
difficult for emerging economies to produce MNEs in the past, they clearly have, and these
EM MNEs tend to possess a broader set of FSAs, which makes them robust and able to
compete effectively with their Western counterparts. In addition to the more general FSAs,
such as brand, technology, geographical diversification, and managerial expertise, EM
MNEs enjoy additional valuable FSAs. These derive from their experience dealing with
high protectionism, high corruption, and high bureaucracy in their home country and other
emerging markets.

What is more, EMMNEs’ deep understanding of customer needs in emerging markets,
allows them to develop functionally “good enough” products for a reasonable premium.
When combined with a generally high level of government support from their home
countries, MNEs can be flexible, which may serve as a key differentiator in the face of stiff
competition fromDCMNEs. However, while representing a hot topic in IB research, much
remains to be learned about how emerging market multinationals use their specific
(dis)advantages as a competitive edge in global business.
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