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On the Globalness of Emerging Multinationals:
A Study of Indian MNEs

Abstract: Contrary to contentions in prior literature that emerging multinationals are only regional players, the
evidence on the globalness of Indian firms presented in this study suggests that a number of emerging multinationals
are global firms. Their strategies are targeted at both the developed and developing markets with the intensity of
their overseas operations comparable or far greater than those of the world’s leading multinationals. Many of these
firms have greater sales or capital assets outside their home base. Indeed, many of them qualify as global firms as
they have a significant presence (over 10 percent of sales) in each of the four regions (triad and the non-triad
developing regions) and no one region accounts for more than 50 per cent of their global sales. The study of the
transformation of emerging multinationals into non-home region players provides considerable potential for better
understanding management theories and practices.

1. Introduction

The emergence of developing country multinationals has been the subject of a growing literature
in recent years (Mathews, 2002; UNCTAD, 2006, 2007; Sauvant et. a. 2008, 2010; Ramamurti
and Singh, 2009; Gammeltoft et. al., 2010). The study of this issue has been spurred by the
recognition that a rising number of developing country firms have been undertaking large
volumes of outward investment. Outward FDI (OFDI) flows from developing and transition
countries increased from just US $3 billion in 1980 to US $11.9 billion in 1990 to US $351
billion in 2008'. These emerging regions’ OFDI flows accounted for 6 per cent, 5 per cent, and
19 per cent of the global OFDI flows in these years respectively. A growing number of scholars
and policy makers are concerned with the rise of these new players in the geography of global
direct investment. However, there are many issues related to the corporate and organizational
behavior of these emerging multinationals (EMs) that are yet to be well understood.

UNCTAD (2007) calls EMs global players that are rapidly multiplying. It cites the growing
number of firms from developing and transition economies among the Fortune Global 500 to
emphasize the globalness of EMs. The same perception about EMs is also shared by a number of
other studies (e.g. Huchet and Ruet, 2009; Pradhan, 2008) that argue EMs to have come of age to
be global corporations by virtue of their large-scale acquisitions in developed countries. This is
quite an opposite view than that which existed in the received literature about developing country
multinationals as regional players (ESCAP/UNCTC, 1985; Oman, 1986) without significant
consequences for the global market.

Recently Rugman (2008), drawing upon the regional sales profiles of some 44 EMs in 2004
calculated from the data in the Fortune Global 500, concluded that the majority of EMs are
mainly home-region based players. They tend to derive more than 50 per cent of their sales from
their home-region and/or have just a token presence in the regions represented by the triad of
North America, the EU and Asia. The same study shows that all of the EMs from India listed in
the Fortune Global 500 for the year 2004 like Indian Oil, Reliance Industries, Bharat Petroleum,
Hindustan Petroleum and ONGC are simply regional players.

" UNCTAD FDI statistics accessible at http://www.unctad.org/



In this study, we revisit the issue of the globalness of EMs based on the analysis of outward
direct investment by Indian firms. As a start, we review the concept of globalness of a firm and
then point out some limitations of prior empirical approaches especially for the identification of
the globalness of EMs. In this section we will also specify the empirical criterion that is more
appropriate for judging the globalness of a firm from emerging markets. Thereafter, we explore
changing geographical profiles of aggregate overseas investment flows from India to assess the
global spread of outward investing Indian companies. In the following section, we examine the
globalness of the fifteen emerging Indian multinationals (EIMs) that have the largest stocks of
outward foreign direct investment among Indian companies.

2. The conceptual and empirical aspects of firm globalness

Why do firms expand across borders?

Emerging markets firms and firms from the developing markets have similar motivations to
expand across borders. Indeed, it is useful to briefly review why any firm globalizes. They do so
in spite of the liability of foreignness because a company is a self-perpetuating organization that
attempts to increase its value and profitability and the likelihood of its long-term survival.
Therefore, such a company may engage in overseas operations for a number of reasons that help
in achieving these goals. Consequently, motivations for overseas expansion may be classified
into the following four categories (Aggarwal, 2010):

Seeking new outlets for its outputs including new markets for its sales and new arenas to exploit
its technology and knowhow

Seeking new sources for its inputs including labor and management knowhow, raw materials,
financing, and technology

Seeking better control of its value chain including attempts at vertical integration

Seeking better bargaining power against commercial rivals, suppliers, customers, and
governments by becoming larger (than is possible or optimal in any one country) and via
greater global diversification (reducing dependence on any one country)

As this particular classification of the reasons for firm globalization indicates, once firms are
successful in their home markets, they have powerful reasons to become larger and global and
EMs are no exception. While the first two classifications address economic and value enhancing
reasons for global expansion, the last two classifications reflect more of a focus on the
development of strategic advantages and longer-term survival. In terms of their motivations,
EMs are not any different from their developed country counterparts.

A second issue that goes beyond the motivation to globalize, is the nature of the processes used
by firms to globalize. Here, EMs may differ from their developed country counterparts. All
firms that cross borders face the liabilities of foreignness when operating in host countries.
Depending on the host country and industry, they may use a combination of their strengths,
skills, and resources to overcome these limitations including business knowhow, technology,
size, access to finance, and strong brands. Further, the need to make cross-border direct
investments and internalize their advantages in exploiting host environments implies that the



market for such resources and strengths are imperfect and inadequate. The particular
combinations of factors important in the process of globalization will differ among firms
depending on their home countries and individual strengths and weaknesses in going to specific
foreign countries. Indeed, the process of firm internationalization has been extensively studied
and shown to firm and country specific. EMs can, thus, be expected to be different in terms of
globalization processes compared to their developed country counterparts.

According to the ownership, location and internalization (OLI) theory, a prerequisite for a firm to
become international is the ownership of unique advantages that outweigh the disadvantages of
being “foreign” in overseas markets. Therefore, a key question in identifying the determinants of
overseas investment is the nature of the ownership advantages or unique assets that allow a
company’s outward expansion (e.g., Li, 2007). According to a second major theory (called the
Swedish School) a company becomes more global as it accumulates experience and knowledge
of operating across borders. A third, newer, theory says that in the modern internet age it is
possible for some firms to be “born global” so that they engage in international business from
day one. EMs are often considered a special case of firms crossing boundaries and the
application of these theories of multinational investment to the EMs involves assessing factors
that are quite different than may be the case with multinationals from the developed countries
(e.g., Aggarwal and Agmon, 1990).

Conceptual dimensions of globalness

In the corporate management literature, the globalness of a firm depends on how it organizes its
world-wide business activities. Hamel and Prahalad (1985) expected global companies to have
an integrated system for their world-wide distribution activities covering all the key world
markets. To Ohmae (1985), a global company, more specifically a ‘triad power’ is the one that
has deep penetration and exploitation capabilities in the triad geographic space covering the
United States, the EU and Japan with no excessive dependence on any single region. This view
of the globalness of a firm seems to be based on a relatively homogeneous perception of demand
and technological characteristics of production processes across different key developed country
markets.

For Bartlett and Ghoshal (1989), a global firm represents a centralized configuration of foreign
operations through an intensive communication network and a complex system of
interdependencies/associations to serve the overall group objectives. In their view, a global firm
shows a high level of global integration of its foreign value-adding activities. A multinational
firm gets transformed into a global firm, as per Porter (1990), if it adopts a globally unified
business strategy where its foreign businesses/operations across countries are strategically
coordinated. In the absence of such coordination, firms remain just as international or
multinational firms.



Though there are diverse views about the globalness of firms as indicated above, one could
identify two basic characteristics of the globalness of a firm:

(1) Global presence: A global firm owns and manages businesses in a number of countries
spreading across the key-markets of the world. This implies that international firms that
operate only in home-region markets or are present in only a few non-home region
markets are not considered global firms.

(1) High level of global integration: A global firm has the ability to manage the activities of
its foreign affiliates in an integrated framework designed to leverage differing locational
advantages of host countries for promoting/sustaining the group’s global competitive
position. It means the reformulation of internal organization of a multinational firm
around a unified global operation based on integrating/unifying the set of different
functions in national operations. A centralized management, a global value chain of
integrated global strategies and a standardized marketing mix (i.e., minor customization)
for markets are the basic strategic characteristics of a global firm.

Empirical identification of globalness

In a pioneering set of studies, Rugman (2000, 2004, 2005) and Rugman and Verbeke (2004)
have carried out a number of empirical exercises to determine the globalness of the worlds’
largest corporations. Their empirical methodology is based on a relatively balanced geographic
spread of sales of a corporation among the broad triad regions of the United States, the EU and
Asia. Obviously, these scholars have modified the triad power concept of Ohmae (1985) to
include the whole of Asian region than just Japan. Specifically, the criterion adopted by these
studies for identifying a global firm is that a company should derive at least 20 per cent of its
sales in each of the three regions of the triad but less than 50 per cent from any one region. Based
on this criterion and also armed with case studies of selected prominent corporations for
identifying their global strategy, Rugman came to the conclusion that there are a few global firms
with a global strategy among the top 500 largest firms in the world (Rugman, 2005). Most of
these firms are overwhelmingly home region oriented within the triad space. As indicated earlier,
Rugman (2008) examined the subset of firms from emerging economies in the Fortune Global
500 list and derived the same conclusion about EMs.

However, there are a number of limitations of the empirical approach adopted by Rugman and
others in prior literature especially for assessing the global status of an EM.” First, the scope of
the global market is generally restricted to the broad triad regions. This appears to be a result of
developed countries oriented bias of the world economy and in the resulting management
theories (e.g., Ohmae, 1985). By excluding the Latin American, African and transition
economies’ markets (as per the UNCTAD’s regional classification in World Investment Report
2009) these old theories essentially censored the geographical spread of EMs as EMs focused on
markets within the developing world. We believe that while discussing the globalness of an EM,
the relevant market segments are far broader than the triad regions. This case is especially

2 For a detailed discussion of the limitations of these prior approaches to assess the globalness of companies, see for
example, Aggarwal et al (2010) and Letto-Gillies (2009).



strengthened given that the economies in these less developed regions have been growing much
faster than the developed economies at least for the last couple of decades.

Secondly, even in their restricted geographical criterion, these old theories do not control for the
number of host countries in each of the triad regions. For example, it is possible that a firm that
operates in single country and another firm that serves multiple countries in each of the triad
regions could end up as colleagues in the list of global firms by satisfying the geographical
distribution of sales criterion. However, the second firm clearly has a greater degree of
globalness than the first one. Thirdly, the idea of a balanced distribution of sales across regions
does not necessarily indicate the depth of a global strategy as, for example, sales via exports
indicate a lower level of commitment than sales based on direct investment. Fourthly, the actual
sales in a region/host location can fluctuate due to several external factors that are independent of
the firm’s internal decision making process. Therefore, it is important to complement the sales
analysis by considering the geographic distribution of investment in fixed or intellectual capital.

Finally, the use of the Fortune 500 dataset to identify globalness of EMs may not be appropriate.
This dataset includes firms that are large in a global setting, and purely home-country based
resource-intensive companies with little multinationality from a large country can get selected
while more internationalized smaller companies may get eliminated. This leads to an
inappropriate sample of firms especially for the study of firms from an emerging or small home
market and, therefore, to incorrect conclusions about the globalness of EMs. For instance, take
the case of Indian firms in the Fortune 500 list for 2004 as considered by Rugman (2008) and
one can see that all of the firms are predominantly domestic market oriented firms operating in
the resource-intensive energy sector. Given the rise of the internet and related technologies and
the resulting rise of global service firms and the growth in the “born-global” phenomenon among
firms in recent years, this limitation of using the Fortune 500 firms as a starting sample is likely
to be particularly inappropriate.

Our approach3

In this study, we have taken a more nuanced view of the global market by dividing it into
developed, developing, and transition economies/regions as classified by the UNCTAD. Our
approach is much more practical and appropriate for assessing the globalness of EMs. A global
firm is defined as the one that operates in both developed and developing regions with a high
level of global integration among affiliates’ strategies. A firm that operates in these two broad
market segments and covers a relatively large number of host countries is said to possess greater
degree of globalness. We have provided detailed geographic breakdowns of sales/assets of a firm
wherever such data is available so as to also evaluate the globalness of EIMs in terms of
Rugman’s criterion. However, given the limited nature of the data on EMs, these firms’
operations have also had to be variedly proxied by a range of measures including their overseas
investments (Greenfield and acquisitions), number of foreign subsidiaries, foreign sales, and

? As noted elsewhere (e.g., Aggarwal et al 2010 and Letto-Gillies 2009), measuring the globalness of a firm is a very
complex phenomenon as a) international firms are usually fairly complex organizations and b) there may be many
dimensions of globalness (e.g., the spread versus depth of foreign sales, assets, production, technology, employees,
R&D, etc.). We take an approach that is most practical for emerging multinationals but that still may provide fresh
insights and understanding of this new phenomenon.



foreign assets. It should be noted that our approach to identify globalness of a company is based
purely on the geographical spread of a firm without any attempt to supplement such analysis
with empirical assessments of the global integration of their strategies across host countries.

3. The macro trends in the global spread of EIMs

Before proceeding to the company level analysis, it is relevant to examine the overall geographic
patterns of foreign investment from India to get some cues on the global spread of such
activities. Table-1 presents the number of host countries for aggregate greenfield and acquisition-
linked overseas investments by all Indian firms and their distribution across regions. It is
apparent that EIMs’ have directed their foreign investment activities into a growing number of
host countries in both developed and developing regions. Developing regions, for instance,
received greenfield Indian investments into 22 host countries in 1980—-89 compared to its 66 host
countries in 2000—07. In the developed regions, these greenfield investments expanded from just
9 to 31 host countries over the same periods. The greenfield FDI by EIMs went to 9 transition
host countries in 2000—07, compared with only 2 in 1980-89.

The brownfield investment activities of EIMs has also undergone significant spatial
diversification in the last decade, with the number of target countries increasing from 21 to 38 in
the developing regions and from 14 to 31 in the developed regions between 2000—04 and 2005—
09. It would appear from these data that the EIMs are now operating in an expanded and
diversified geographical space in terms of their overseas investment activities.

The depth of the regional markets coverage by EIMs can also be seen from the data presented in
Table 1. An equivalence of investment shares between developed and developing regions or
among sub-regions would suggest that EIMs have made significant investments in all of these
different types of markets. EIMs as shown in Table-1 have approximately evenly distributed
their greenfield investments between developed and developing regions in 1990-99 while
significantly increased their depth into developed regions (which accounted for as much as 66
per cent of the total) during 2000—07. At the sub-regional levels, a diverse spatial pattern of the
changing depth of EIMs’ greenfield investment activities is observed. Comparing the periods
1990-99 and 2000-07, developing Asia’s share in total greenfield investments declined from 43
per cent to just 14 per cent. In fact, except the developing Oceania region, the entire set of sub-
regions in developing Asia reported declining shares. In contrast, the share of developed Europe
has gained depth/focus with a rise in its share from 31 per cent to over 50 per cent. Developing
Latin America and Africa are also found to have increased their greenfield investment shares of
EIM investments between 1990-99 and 2000-07, as have the transition economies and the
developed North American regions.

The changing regional patterns of brownfield investment further support the finding that EIMs
are now focusing more on distant markets than markets close to the home-region. Between
2000-04 and 200509, developing Asia’s share fell by 62 per cent to around 8 per cent while
that of the developed North American (110 per cent) and European (231 per cent) regions
increased significantly.



The rising shares of distant countries in EIMs’ greenfield and brownfield investments and
declining shares of the developing Asia tends to indicate that EIMs are no longer looking at the
springboard home-region for the further growth of their internationalization process. Pradhan and
Singh (2010) confirm that the number of recent acquisitions done by EIMs tend to grow
positively with the physical distance of host countries from India. With EIMs opening up to an
increasing number of markets through overseas investments, there is a distinct possibility that
some or many of the EIMs have or are turning into global firms. In the next section, a selected
group of EIMs are examined to see if they indeed show a global profile in their activities.

4. The Globalness of EIMs: Enterprise-level evidence

While thousands of Indian companies have undertaken overseas investments in the first decade
of the twenty-first century, it makes practical sense for us here to concentrate on a selected
number of Indian firms that have undertaken relatively larger quanta of overseas investment.
This study identifies the top fifteen outward investing Indian companies based on company-level
OFDI stock in greenfield overseas projects and overseas acquisitions®. Unexpectedly, this
selection process ends up with firms’ representing all the three categories of economic activity,
primary, secondary and tertiary sectors, covering nine individual industries. The sectoral
diversities of top EIMs as listed in Figure-1 range from low technology-based industries like
food and beverages to R&D-intensive industries like pharmaceuticals, natural resource-based
industry like oil & natural gas and services, and a high-tech sector like information technologies.
This shows that the rise of EIMs is sectorally a broad-based phenomenon. Moreover, the
pioneering role of the domestic business groups in the growth of EIMs is also indicated by the
fact that 14 of the firms (except ONGC) belong to various business groups with the
conglomerate Tata Group alone accounting for as many as four top EIMs.

Figure-1 Initial Year of Outward FDI by Selected EIMs
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* OFDI stock include greenfield investment undertaken during 1961-2007 (up to March) and value of acquisition done during
2000-2009 (up to June). We believe that these fifteen EIMs on average reflect OFDI patterns among large Indian companies
(just as the Dow-Jones 30 stock index is widely considered to represent the whole US stock market).



Table-1 Regional investment allocations by all Indian companies

Greenfield foreign investment Brownfield investment in foreign acquisitions
by all Indian companies by all Indian companies
Host region Number of host countries Regional shares in percentage Number oftarget Regional shares in
countries percentage
1980—89 | 1990—99 | 2000—07* | 1980—89 | 1990—99 | 2000—07* | 2000—04 | 2005—09** | 2000—04 | 2005—09**
Developing economies 27 49 66 56.91 53.52 28.61 21 38 41.81 10.53
Africa 9 17 26 16.75 9.47 12.14 8 10 21.54 2
Eastern Africa 6 7 8 3.24 6.73 8.88 2 5 0.8 1.1
Middle Africa 2 0.26 1 2 8.18 0
Northern Africa 1 2 5 0.76 121 2.08 2 2 1251 0.44
Southern Africa 3 3 0.65 0.1 1 1 0 0.46
Western Africa 2 5 8 12.75 0.87 0.83 2 0.04
Latin America and Caribbean 1 9 10 0.12 0.92 2.53 3 9 0.07 0.94
Caribbean 2 4 0.09 0.07 1 2 0 0
Central America 1 3 3 0.12 0.26 0.35 1 2 0 0.21
South America 4 3 0.57 2.1 1 5 0.07 0.73
Asia 15 22 29 40 43.13 13.93 9 19 20.19 7.59
Eastern Asia 1 4 5 0.02 14.02 2.24 3 4 2.02 1.5
Southern Asia 4 5 8 9.82 6.87 0.8 1 3 13.64 0
South-Eastern Asia 5 6 8 25.26 8.5 8.19 5 7 4.53 5.77
Western Asia 5 7 8 491 13.73 2.69 5 0.31
Oceania 2 1 1 0.05 0 0.01 1 0.01
Economies in transition 2 10 9 19.41 242 5.2 1 4 23.19 0.23
Asia 1 7 6 18.85 1.36 0.68 2 0.13
Europe 1 3 3 0.56 1.05 4.51 1 2 23.19 0.1
Developed economies 9 29 31 23.68 44.06 66.2 14 31 35 89.24
Northern America 1 3 3 11.45 12.07 13.62 2 3 17.39 36.55
Asia 2 2 1.19 0.02 2 0.8
Europe 8 22 24 12.23 30.69 50.11 11 24 15.21 50.36
Oceania 2 2 0.1 2.44 1 2 2.4 1.53
Grand Total 38 88 106 100 100 100 36 73 100 100
Mimeo Item (in $ millions):
Value of total
. - 152 3351 24440 7331 61576
investment/acquisition

Note: * Data for 2001 is only from January to March, 2002 is from October to December and 2007 data is from January to March; ** Data for 2009 is from
January to June; regional classification of countries is as per the UNCTAD in World Investment Report 2009.

Source: (i) Calculation for Greenfield investments is based on a dataset compiled from unpublished remittance-wise information from Reserve Bank of India,
published reports of Indian investment centre and unpublished firm-level information from Ministry of Commerce; (ii) Calculation for Brownfield investments is
based on a dataset constructed from different reports from newspapers, magazines and financial consulting firms like Hindu Business Line, Economic Times, Financial
Express, Business World, Grant Thornton India, etc.



The information for the initial years of these selected EIMs’ foreign venturing through OFDI
indicates that the majority of the top outward investing firms from India are recently
internationalizing entities. There are only four EIMs that began their OFDI operations before
1994, another four EIMs initiated OFDI projects in the 1990s and the remaining seven EIMs in
the 2000s. Among these top EIMs, manufacturing firms are the early movers in starting outward
foreign investments in the 1970s, followed by service (i.e. IT) firms in the 1990s, and energy
firms (i.e. oil & natural gas) in the 2000s.

Table-2 Foreign Sales and assets of selected EIMs and international firms, 2008-10

Sales Assets
Company Home economy Industry (US$ million) (US$ million) | ye,p
Foreign | FPT Foreign | FPT
BASF AG Germany Chemicals 50925 55.9 43020 60.8 | 2008
United Phosphorus Ltd. . .
(Rajju Shroff Group) India Chemicals 957 78.2 2009-10
Tata Chemicals Ltd. (Tata Group) India Chemicals 889 41.8 1391 45.7 | 2009-10
General Electric United States Electrical & optical 97214 | 533 | 401290 | 503 | 2008
equipment
Vlfieocon Industries Ltd. India Elegtrlcal & optical 244 16 428 101 | 2008-00
(Videocon Group) equipment
Anheuser-Busch Inbev SA Netherlands Food & beverages 18699 79.4 106247 | 93.9 | 2008
Tata Tea Ltd. (Tata Group) India Food & beverages 659 68.9 1166 70.4 | 2008-09
United Spirits Ltd. (UB Group) India Food & beverages 239 21.8 227 10.3 | 2008-09
Wipro Ltd. (WIPRO Group) India IT & ITES 4667 77.2 2009-10
Suzlon Energy Ltd. (Suzlon Group) India Machinery & equipment 3679 80.1 3897 71.5 | 2009-10
Gamesa Corporacion Tecnologica, S.A. | Spain Machinery & equipment 2524 459 1781 259 | 2008
ArcelorMittal Luxembourg Metal & metal products 112689 | 90.2 127127 | 95.5 | 2008
Tata Steel Ltd. (Tata Group) India Metal & metal products 16827 73.8 12808 63.9 | 2009-10
Hindalco Industries Ltd. .
(Birla Aditya Group) India Metal & metal products 10303 79.3 7038 67.7 | 2008-09
Sterlite Industries (India) Ltd. .
(Sterlite Inds. Group) India Metal & metal products 2006 352 232 38 2009-10
Essar Steel Ltd. (Essar (Ruia) Group) India Metal & metal products 566 22.6 45 1.5 2008-09
Royal Dutch/Shell Group United Kingdom Oil & Natural Gas 261393 57.0 222324 | 78.7 | 2008
ONGCLtd (Central Govt. - India Oil & Natural Gas 3614 | 144 | 7697 | 251 | 2008-09
Commercial Enterprise)
Aban Offshore Ltd. . .
(Aban Lloyd Group) India Oil & Natural Gas 642 94.2 2777 76.3 | 2008-09
Roche Group Switzerland Pharmaceuticals 42114 98.9 60927 85.2 | 2008
Dr. Reddy's Laboratories Ltd. . .
(Dr. Reddy's Group) India Pharmaceuticals 1276 83.2 637 38.9 | 2009-10
Toyota Motor Corporation Japan Transport equipment 129724 | 63.6 169569 | 57.2 | 2008
Tata Motors Ltd. (Tata Group) India Transport equipment 12197 59.2 9717 54.4 | 2009-10

Note: FPT is the percentage share of foreign to total; Group affiliation for Indian companies is provided in the

parenthesis.

Source: Data for non-Indian companies is from UNCTAD (2010) World Investment Report 2010 except for Gamesa
Corporacion whose data is from the company annual report and information on Indian companies is obtained from
respective companies’ annual reports and corporate presentations.




These profiles of the majority of India’s leading EIMs confirmed that they have only recently
emerged in the world market and have relatively little experience in foreign value adding
activities as compared to their advanced country counterparts. For example, outward FDI by the
Singer Sewing Machine began in the late 1800s, British Petroleum Company in 1908,
International Business Machines in 1910s, Alcoa Inc. in the 1920s, BASF AG in 1969, and
ThyssenKrupp AG in 1978. Of course, the first limited stock company was the British East India
Company started in the 18" century to make foreign investments.

Besides being recently internationalized, majority of leading EIMs have foreign assets and sales
that are quite small when compared to the foreign assets and sales of worlds’ leading
multinationals as shown in Table-2. However, EIMs’ foreign assets and sales account for a
considerable proportion of their global activities, proportions that are similar to the foreign
proportions of world’s top multinationals. About 53/44 per cent of the combined sales/assets of
the selected 15 EIMs are accounted by their foreign subsidiaries. In terms of the share of
overseas subsidiaries in total sales, Aban Offshore is the most globalized EIM (94 per cent),
followed by Dr. Reddy's Laboratories (83 per cent), Suzlon Energy (80 per cent), Hindalco
Industries (79 per cent), United Phosphorus (78 per cent), Wipro (77 per cent), and Tata Steel
(74 per cent). Interestingly, these EIMs have higher foreign sales shares than the world’s leading
multinationals such as Toyota Motor (63 per cent), Royal Dutch (57 per cent), BASF (56 per
cent) and General Electric (53 per cent). Also based on the proportion of assets held overseas,
EIMs like Aban Offshore, Suzlon Energy, Tata Tea, Hindalco Industries and Tata Steel also have
higher proportions than the leading multinationals such as BASF, Toyota Motor and General
Electric. This greater multinationality of EIMs should, in some sense, not be surprising given the
still relatively small size of their home markets compared to the rest of the world.

When one considers Rugman’s (2008) suggestion that a multinational firm should have at least
10 per cent of its assets or production abroad, all of the leading outward investing Indian
companies in our sample are international firms, with the exception of Essar Steel. An
examination of these EIMs for their presence in both developing and developed regions in Table-
3 shows that EIMs in all regions (except Essar Steel) and have subsidiaries in both types of
regions. Further, six of the fifteen EIMs have a presence in the transition economies. As a group,
these EIMs have a greater proportion of their subsidiaries in developed regions (601 subsidiaries,
62 per cent), followed by developing regions (348 subsidiaries, 36 per cent) and transition
economies (16 subsidiaries, 2 per cent). Ten of the fifteen EIMs have relatively greater number
of subsidiaries in the developed regions with another EIM giving equal importance to the
developing and the developed regions.

It seems that majority of top Indian multinationals are now making efforts to have a broad-based
geographic presence, unlike the past when they concentrated on the developing regions. As per
the Harvard Business School’s old criterion that classify a firm as a multinational enterprise
(MNE) if it has subsidiaries in at least six countries (Vaupel and Curhan, 1969), 13 EIMs qualify
to be MNEs and global firms. Just three EIMs (Sterlite Industries, Aban Offshore and Essar
Steel) stood to be eliminated from the list of global firms as per this criterion. However, there is
considerable inter-firm variation in the number of foreign countries in which EIMs operate
through OFDI. While Tata Steel with foreign subsidiaries in 46 countries emerged as the top

10



global firm from India, Essar Steel with operation in just two countries is clearly not a global

player.
Table-3 Location of Foreign Affiliates of Selected EIMs
No. of foreign affiliates No. of host countries
EIMs
Developing Transition | Developed | Total | Developing | Transition | Developed | Total
18 1 22 2 2 4
Aban Offshore Ltd. (81.8) 182) | (100 (50.0) (50.0) | (100)
, . 12 3 25 40 7 1 11 19
Dr. Reddy's Laboratories Ltd. (30.0) (1.5) 625 | (100) |  (36.8) (5.3) 7.9 | (100)
2 2 2 2
Essar Steel Ltd. (100) (100) (100.0) (100)
. . 20 40 60 5 14 19
Hindalco Industries Ltd. (33.3) (66.7) (100) (26.3) (73.7) (100)
5 9 24 38 3 2 6 11
ONGC L. (13.2) (23.7) 63.2) | (100) (27.3) (18.2) (54.5) | (100)
. . . 7 4 11 2 3 5
Sterlite Industries (India) Ltd. (63.6) (36.4) (100) (40.0) (60.0) (100)
Suston Eneray Lid 31 1 55 87 10 1 15 26
i gy L. (35.6) (1.1) (63.2) (100) (38.5) (3.8) (57.7) (100)
. 11 23 34 5 5 10
Tata Chemicals Ltd. (32.4) (67.6) (100) (50.0) (50.0) (100)
26 1 48 75 8 1 16 25
Tata Motors Ltd. (34.7) (13) 64.0) | (100) (32.0) (4.0) 64.0) | (100)
2 235 317 20 26 46
Tata Steel Ld. (25.9) 741 | (100) | (43.3) (56.5 | (100)
6 26 32 4 7 11
Tata Tea Ltd. (18.8) (81.3) | (100) (36.4) (63.6) | (100)
. 29 1 30 60 16 1 15 32
United Phosphorus Ltd. (48.3) (1.7) (50.0) (100) (50.0) (3.1) (46.9) (100)
. . 21 58 79 7 5 12
United Spirits Ltd. (26.6) @34 | 100) | (583) @17 | (100)
. . 24 1 25 3 1 9
Videocon Industries Ltd. (96.0) (4.0) (100) (88.9) (L1 (100)
Wioro Lid 54 1 28 83 20 1 15 36
P : (65.1) (1.2) 337 | (100 (55.6) 2.8) @Ln | (100
Grand Total 348 16 601 965 38 3 34 75
rand Zota (36.1) (1.7) (62.3) (100) (50.7) (4.0) (45.3) (100)

Note: Percentage share in parenthesis; regional classification of countries is as per the UNCTAD in World
Investment Report 2009.

Source: Calculation based on annual reports and corporate presentations of individual companies.

The deployment of the assets and sales by our EIMs across different geographies as shown in
Table 4 further reveals the global character of these new players. The available data on sales
distribution indicates that these EIMs have been broadly successful in securing sales in different
regions and are actually less dependent on the home region (except three Tata group companies,
Tata Motors, Tata Chemicals and Tata Tea). In fact EIMs like Suzlon Energy, United
Phosphorus, Wipro, and Dr. Reddy's Laboratories are more dependent on North America or
Europe for their global sales than home region markets.

If we modify Rugman’s sales criteria for a global firm that it should have at least 10 per cent of
its sales in each of the triad regions and also in the rest of the world but less than 50 per cent in
any one region, all EIMs listed in Table-4 (except Tata Chemicals) would appear to be global
firms. These EIMs have presence in all the four regions (triad as well as non-triad regions) and
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not a single region accounts for more than 50 per cent of their global sales. The same criterion
when applied to the regional distribution of assets, EIMs reflected greater market bias to the triad
regions with the rest of the world accounting for less than 10 per cent of their global assets. Tata
Chemicals, Tata Tea and Dr. Reddy's Laboratories located at least 10 per cent of their assets in
each of the triad regions while Suzlon Energy and Dr. Reddy's Laboratories show more market
focus on Europe and Asia respectively. Tata Motors turns out to be a bi-regional player targeting
Europe and Asia evenly.

Table-4 Geographical composition of sales and assets of selected EIMs

Revenue (Percentage shares) Assets (Percentage shares)

e Year Nort.h Europe Asia Rest of Nort'h Europe Asia Rest of

America World America World
Tata Motors Ltd. 2009-10 10.9° 26.7 40.8° 21.5 3.3° 44.7 45.6° 6.4
Suzlon Energy Ltd. 2009-10 18.8° 43.7 27.0° 10.5 9.5% 53.1 33.5¢ 4.0
Tata Chemicals Ltd. 2009-10 17.4 13.8 66.8 2.0 40.7 11.6 41.2 6.5
Tata Tea Ltd. 2008-09 29.8% 25.6° 31.1° 13.5 20.3% 47.2° 29.6° 3.0
United Phosphorus Ltd. 2009-10 22.5 28.6 21.8° 27.1
Wipro Ltd. 2009-10 44.1° 20.9° 22.8 12.2
Dr. Reddy's Laboratories Ltd. 2009-10 30.3 24.1 16.8° 28.8 14.7 17.7 61.1° 6.4

Note: a-data refer only to USA; b- only to UK; c-only to India; d-only to India & China.

Source: Same as Table-3.

6. Discussion and conclusions

Emerging multinationals (EMs) are now claiming much greater international attention having
invested massive amounts overseas in new ventures and existing assets especially in the last
decade. The impressive growth of OFDI from emerging markets has raised the issue of the
degree of globalness of the EMs. The prior literature on this topic seems inadequate because of
its developed country biases. For example, the existing empirical studies are based on a Triad-
focused and limited geographical criterion of sales and examine only a limited number of EMs
drawn from a less than representative database (e.g., the Fortune 500). These studies have
perhaps erroneously concluded that EMs are at best regional players.

The present study has revisited the issue of globalness of EMs based on the analysis of outward
investing Indian firms. In the face of a number of limitations related to the globalness criterion
adopted in prior literature, this paper employs an alternative criterion of globalness that is more
practical and suitable for assessing the globalness of EMs. The criterion used in the present study
to determine the globalness of emerging Indian multinationals (EIMs) has a neutral view about
global markets, uses a representative sample of outward investing firms, and considers more
indicators than just sales.

The evaluation of the globalness of EIMs based on the geographic spread of aggregate outward

investments from the home country highlights the fact that Indian firms are increasing the
number of host country markets across the developed and developing regions. EIMs are found to

12



have been attaching considerable importance to the developed markets allocating more of their
overseas investments in new projects and acquired assets in the developed regions during the last
decade. These overall figures on Indian OFDI suggest that EIMs are improving their potential
globalness by pursuing a strategy of serving wider geographic segments across the globe.

Further analysis of a set of fifteen leading EIMs, found that the majority of these firms had
presence in both the developed and developing regions through subsidiaries and possessed
comparable degrees of foreign operations (the ratio of foreign sales/assets to firms’ global
sales/assets) as the world’s leading multinationals. Interestingly, most (80%) of these EIMs have
been more dependent on non-home regions for their total sales than their home region. This
suggests that EIMs are turning into truly global firms at least in their market focus. In terms of
asset distribution, EIMs like Suzlon Energy and Tata Tea have more assets in non-home regions
while Tata Motors is a bi-regional players. Indeed, if we use a slightly modified sales criteria for
a global firm, i.e., it should have at least 10 per cent of its sales in each of the triad regions and in
the rest of the world, but less than 50 per cent in any one region, all of our leading EIMs listed in
Table-4 (except Tata Chemicals) would appear to be global firms. These EIMs have a significant
presence in all the four regions (triad as well as non-triad regions) and not a single region
accounts for more than 50 per cent of their global sales.

Overall, the above discussion suggests that in recent years a number of Indian firms have
emerged as global firms. A number of these firms are less dependent on their home region or are
turning into non-home region based players. It seems that EIM globalization is not only being
driven by economic and value enhancing reasons, it is also being driven by a focus on the
development of strategic advantages and longer-term survival. Thus, it would be worthwhile to
examine in future studies how these non-home region EIMs differ from home-region based EIMs
in terms of management strategy, business practices, human resource policies, and market
performance. The finding in this paper should be useful in improving not only our understanding
of MNEs from the emerging markets, but should also be useful in enhancing the traditional
theories of the MNE.
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