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Rising power firms — the
developmental promises and
210 challenges: an introduction

1. The promise and challenge of rising power firms

The notion of “Rising Powers” has recently become a popular topic of research and
debate in various discourses in political economy. The rise of China, India and Brazil
as economic and political “drivers” of the global economy has generated substantial
interest, both in policy circles and in academic research. China is now the
world’s second biggest economy and, despite recent dampening forecasts, promises
to grow at a significant pace (Henderson and Nadvi, 2011). Together, these
economies and associated firms have managed to sustain growth despite the
economic downturn, captured headlines in business magazines such as
BusinessWeek and The Economist, seized interest from consulting firms such as
McKinsey & Co and the Boston Consulting Group and ignited recent scholarly
interest on the internationalization of emerging country firms and international
business (Sinkovics et al., 2014a, 2014b). The notion of “Rising Powers” (RPs)
alludes to the proposition that the emerging countries with the largest economies are
increasingly having greater geo-political impact and challenging the global
hegemony of “advanced” economies (Hart and Jones, 2010; Sinkovics et al., 2014a,
2014b).

Firms from “Rising Power” economies[1] have increased their international
presence significantly both in “advanced” and developing countries. The
international business literature has paid growing attention to the emergence and to
the rapid growth of RP multinational enterprises (EMNEs), notably from the
“BRICS” (Ramamurti and Singh, 2009; Williamson et al., 2013). Much of this
discussion focuses on whether EMNCs are really “different” from advanced country
MNEs (AMNEs) and thus whether new theories or concepts are needed to
understand them. Two somewhat different perspectives have been articulated by
international business (IB) scholars. One perspective, largely based on the
application of the dominant OLI (ownership, location, internalization) framework
(Dunning, 1988; Narula, 2006) sees RP MNEs as a manifestation of catch-up efforts
by firms from emerging economies but with essentially imitative strategies vis-a-vis
incumbent advanced MNEs (AMNESs) (Guillén and Garcia-Canal, 2009; Luo ef al.,
2011) and thus as “copycats” (Luo et al., 2011). Thus, not only do they imitate, i.e.

ritcal perspectives on clone, product and technologies of their AMNEs rivals in the initial stages of their

international business emergence, but they also follow essentially the same “recipes” or business models
ol. 0. 3/4, .

0. 210215 for eventual global success (Ramamurti, 2012).

e Grouw Publsing Limied The other perspective sees RP firms as MNEs that compete with distinct

por onsepiboeoisoe  capabilities and business models. In particular some EMNEs, far from being



“copycats”, have forced AMNESs to partly revise their dominant (and hitherto (Guest editorial
successful) strategies with respect to product development. To this end, there is now
an increasing attention paid to reverse innovation and market focus (shifting effort
to the “fight for the middle”) (Brandt and Thun, 2010). Such EMNESs can arguably be
regarded as RP MNEs, as they can potentially significantly challenge the “rules of
the competitive game” and thus challenge the “hegemony” of AMNESs in global
markets. 211

The latter view also sees RP MNEs as having characteristics and strategies that
are potentially more developmentally friendly as compared with AMNEs.
Nevertheless, the development impact has not been a focal part of these discussions.
In fact, the discussion has hitherto been (at least implicitly) more interested in RP
operations in and interactions with advanced country economies. However, it is
noteworthy that RP firms have extensive and growing operations in developing
countries. For example “south-south” foreign direct investment (FDI) flows
have increased at a rapid pace over the past two decades, now accounting for 45 per
cent of all FDI inflows into developing countries (Inter-American Development Bank
(IDB), 2014). For the BRICS (Brazil, Russia, India, China and South Africa) the
percentage of FDI flows to less-developed countries (LDCs) is 50 per cent
(UNCTAD, 2013, p. 5). Also, there is evidence that firms from RPs are very active in
global value chains (GVCs) and global production networks (GPNs) (Azmeh and
Nadvi, 2014).

This special issue aims to redress the balance by specifically focusing on the
development implications of RP firms and MNEs. The perspective that underpins
the contributions in this issue is that even though RP MNEs may have capabilities
and strategies that are potentially development friendly, the realization of this
potential is quite challenging. The challenge can be manifested in possible
unequal distribution of benefits when RP MNEs engage in developing countries and,
perhaps more fundamentally, when attention is focused on broader non-economic
impacts in terms of social value creation and upgrading (Sinkovics et al., 2014a,
2014Db).

This special issue takes a more focused view based on conceptual and empirical
thinking relating to RP firms within a development context. The papers in the
special issue constitute two broad themes: the first four papers look at the
capabilities and strategies of RP firms and MNEs, while the last three papers focus
on developmental issues, specifically in terms of linking to and insertions in GVCs
with emphasis on social value creation.

2. The changing face of international business: Novel capabilities of
rising power firms

The four papers grouped under this heading consider the capabilities of RP firms
shaped broadly by the broad economic and socio political features of their home
countries. Peter J. Williamson reiterates that the competitive advantage of EMNESs is
underpinned by distinctive innovation and reconfiguration capabilities. The second
paper by Jaya Prakash Pradhan and Keshab Das focuses on RP SMEs but adopts a
national perspective. RP economies are invariably large and somewhat
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differentiated territories in terms of social and economic development. This paper
links export success to “Rising regions” within large emerging economies such as
India. The paper by Peter Konijn and Rob van Tulder explores a distinctive market
entry and development strategy adopted by Chinese firms in Africa, namely
“Resources-for-infrastructure (R4I) Swaps”. The authors argue that this sort of
market entry strategy is unlikely to be followed by AMNESs. As infrastructure
development is severely constrained by inadequate resources in many African
economies, the R4I has potential promise in terms of beneficial developmental
outcomes for host countries. However, as the authors explain many factors could
undermine this promise. The final paper in this section is by Rory Horner and
focuses on the pharmaceutical sector. The paper explores how established MNEs
have responded to the perceived threat from RP firms by seeking to alter the
intellectual property institutional environment in key emerging markets. It
highlights the differences between India and South Africa. In India, most MNE
pressure has been in response to the emergence of an active domestic industry and
a patent law oriented towards generic entry, while the MNE priority in South Africa
has been geared towards maintaining MNE dominance and a system which leads to
generous granting of patents.

3. IB and GVCs

The three papers clustered under the above heading have a GVC dimension, in as
much as they highlight failures in upgrading, flag the disconnect between economic
and social upgrading and provide a novel conceptualisation of social value creation.
The paper by Zaheer Khan, Yong Kyu Lew and Rudolf R. Sinkovics explores
inter-organizational linkages and the extent of technology transfer and develops
propositions related to the linkages, technology transfer and upgrading of local
suppliers in developing economies. The paper finds that even though Pakistani auto
supply manufacturers have formed apparently strong linkages (in the form of
[international joint ventures] IJVs) with auto multinationals, advanced high-level
technology transfer has not actually taken place, due in part to the reluctance of the
of the IJV partners to engage in knowledge transfer. The second paper is by Joonkoo
Lee and Gary Gereffi. This paper illuminates how GVCs can advance our
understanding about MNEs and RP firms and their impact on economic and social
upgrading in fragmented and dispersed global production systems. The paper
underscores the complicated role of GVCs in shaping economic and social upgrading
for emerging economies, RP firms and developing country firms in general. Shifting
end markets and the regionalisation of value chains can benefit RP firms by
presenting alternative markets for upgrading. Yet, without further upgrading, such
benefits may be achieved at the expense of social downgrading. Finally, the
ineffectiveness of private standards to achieve social upgrading has led to calls for
synergistic governance through the cooperation of private, public and social actors,
both global and local. The final paper by Noemi Sinkovics, Rudolf R. Sinkovics,
Samia Ferdous Hoque and Laszlo Czaban provides a re-conceptualization of social
value creation in terms of the alleviation of social constraints. The
re-conceptualization clarifies the notion social value creation in terms of alleviating
the “root causes” (and not only the symptoms) of constraints that undermine or



prevent social value creation. This clarification is critically important in evaluating (Guest editorial

the notion of social upgrading in GVC/GPN contexts.
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Note

1. We use the “rising power” terminology rather than the popular “emerging market” and
“EMNE” terminology in IB, to connect to the broader political economy discourse (Nadvi,
2014) that is also concerned with developmental outcomes of economic activity.
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