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1. How do emerging markets differ from 
developed markets? a conceptual and 
empirical analysis*
Olga E. Annushkina, Hemant Merchant, 
Renata Trinca Colonel and Elena Berselli

the study of emerging markets (ems) is one of the most popular themes 
in international business research, at least in terms of the rise in published 
academic studies and those presented at conferences worldwide. despite 
the substantial increase in academic interest in ems, there is an alarming 
lack of consensus about what characterizes these markets as ‘emerging’. 
an important part of management theory is being built without an accu-
rate revision of some of its key assumptions. implicitly the ‘emerging- ness’ 
is defined as the probability of the country achieving higher than average 
growth in the creation of economic wealth by including or attracting more 
resources or by using more efficiently existing factors of production. it 
appears that we academics view all countries that are not ‘developed’ as 
emerging—a problem that arises from the notable lack of a common defi-
nition of the term. We seem to be furiously investigating a phenomenon 
without really establishing its meaningful boundaries. our study redresses 
this crucial neglect by testing the correspondence between existing defini-
tions of ems and countries that academics and practitioners deem to be 
‘emerging’ markets.

but who are these ems? and what differentiates them from markets 
that are not ‘emerging’? these are important questions to the extent that 
defining the boundaries of a phenomenon enables a shared understanding 
of the nature of the phenomenon itself. Without such consensus, even the 
most well- intended scientific endeavours devolve into studies of the ‘blind 
men and the elephant’ (a parable) variety in which different researchers 
ascribe very different meanings—with very different implications—to the 
same phenomenon (merchant & ford, 2011). yet, a closer scrutiny of 
em studies indicates a general reticence to define what the term ‘emerging 
markets’ actually means (Wilson & Ushakov, 2011)—and therefore who 
these markets really are, and what fundamentally characterizes them.

While scholars have offered several working definitions of ems, there is 
no consensus about which, if any, of them most fully captures the essence 
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of the term (annushkina, trinca Colonel & berselli, 2011). indeed, despite 
several suggestions that ems should be viewed in terms of their institu-
tional deficiencies (e.g., see Cuervo- Cazurra & genc, 2008; ghemawat & 
khanna, 1998; khanna & palepu, 1997, 2000; peng, Wang & Jiang, 2008), 
many other studies indicate that institutional weaknesses also exist in devel-
oped economies (Jackson & deeg, 2008; ring, bigley, d’aunno & khanna, 
2005). in fact, the World economic forum ranks the institutional quality 
of some em countries to be higher than that of some developed countries 
(schwab, 2010). Clearly, there is a need to address what characterizes ems 
as ‘emerging’ from an empirical, as opposed to a purely conceptual, stand-
point. this complementarity would better facilitate our understanding of 
the essence of ems worldwide. our study attempts to fill in that gap.

our objective is to contribute—through empirical analysis—to gaining 
a more rigorous grasp of the ‘emerging markets’ term and, indirectly, to its 
more careful use in the literature. We begin by highlighting the large vari-
ance in em definitions by practitioners as well as some leading academics, 
and discuss the salient themes arising from our review, which we then com-
plement with empirical analysis. next, we describe our protocol for select-
ing the academic em studies (published in four leading journals over a 
recent 10- year period) included in this report. We analyse these studies for 
the criteria they have applied to isolate ems. these criteria form the back-
bone of this study, which relies upon them to empirically predict which 
countries can be labelled ‘emerging’. We conduct robustness tests (using a 
‘loose’ and a ‘tight’ definition of ems) to statistically analyse the predic-
tive efficacy of various popular criteria used to characterize ems. the next 
section reports our study’s findings and discusses their implications, and 
the final section outlines potentially interesting extensions of our work.

ConCeptUaL definitions of ems

despite widespread interest in ems, there still is considerable disagree-
ment as to what constitutes an ‘emerging’ market. indeed, as Wilson & 
Ushakov (2011) observed: ‘even though the word “emerging market” 
is an often used phrase. . .most authors do not give a formal definition. 
today, there is simply no commonly accepted definition of what consti-
tutes an emerging market’ (p. 6; emphasis added). as a first step to over-
come this overwhelming neglect (annushkina, trinca Colonel & berselli, 
2011; merchant & ford, 2011), we summarize how some leading academ-
ics and global institutions view the notion of ems. table 1.1 reports these 
definitions and underscores just how much variance there is across existing 
definitions. several trends are noteworthy.
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How do emerging markets differ from developed markets?   9

one, there often is no explicit definition of ems and a clear admis-
sion to that effect (e.g., arnold & Quelch, 1998; garten, 1997). two, 
when a definition exists, its foundations seem to depend upon who is 
defining the term. as expected, many academic definitions are qualita-
tive, theoretically oriented, holistic in their foundations, and difficult to 
operationalize (e.g., see khanna, palepu & Carlsson, 2006; kvint, 2008) 
because of tradeoffs involving the definitions’ multi- dimensionality. in 
contrast, definitions by global institutions (e.g., World bank, 2010) are 
usually quantifiable, based on a narrow set of criteria, invoke key macro- 
economic indicators, and are relatively easy to operationalize. in other 
words, at least for these global institutions, the criteria indirectly hint 
at a definition which per se does not exist. three, the essence of what 
is ‘emerging’ about ems varies dramatically, although there is some 
overlap across definitions. to illustrate, khanna, palepu & Carlsson 
(2006) view ems through a structural lens, in terms of ‘institutional 
voids’ (p. 2), whereas standard & poor’s (s&p), for example, views ems 
through the lens of a country’s capital markets, and the ftse group, 
an independent company owned by the financial times and the London 
stock exchange, views ems in terms of their market infrastructure. 
four, some institutional definitions add, over time, new criteria for 
a country to qualify as an em (e.g., s&p). at least theoretically, this 
evolving definition, while understandable from a relevancy standpoint, 
creates a situation where a country (previously labelled as an em) might 
not requalify as an em across definitions even a few years apart, or vice 
versa. moreover, although the definition’s basis is quantifiable (e.g., 
gross national income [gni] per capita), the statistic’s threshold itself is 
susceptible to change over time. finally, very few definitions explicitly 
recognize tradeoffs and inter- temporal consistency as being essential 
ingredients of a multi- dimensional definition of ems (see khanna, 
palepu & Carlsson, 2006; Jp morgan, 2010 for exceptions).

Understanding ems: an empiriCaL 
approaCH

given the large heterogeneity across various conceptual definitions of 
ems, we adopted an empirical approach to better understand the opera-
tional (i.e., quantifiable) essence of ems. this complementary approach 
is useful for at least four reasons. one, it enables a sharper focus on the 
nature of markets which are deemed to be emerging. such a resolution 
is currently lacking, as underscored in the above section. thus, a closer 
scrutiny of the concept would enable a more rigorous treatment of the 
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10  Handbook of contemporary research on emerging markets

core phenomenon, which is necessary to conduct ‘good’ science. two, 
an empirical approach complements a recent meta- analytic study of aca-
demic work on ems (see merchant & ford, 2011). three, our approach 
is logically consistent with a considerable amount of academic work 
that underscores the growing economic clout of ems both as a ground 
for future investment opportunity for developed country multinational 
corporations (mnCs) (e.g., dunning, 1988; narula, 2006) and as a basis 
of competition from local firms (dunning, 2006; dunning, van Hoesel & 
narula, 1998; mathews, 2006; sauvant, mendoza & ince, 2008; yeung, 
1999). four, current academic literature not only lacks an unambiguous 
operational definition of which countries are considered to be emerging 
and which are not (see next section), but also appears simply to ignore 
bridging this crucial gap.

metHodoLogy

as a first step towards addressing the above- noted imperative, we 
approach the notion of ems from an empirical perspective. our efforts 
consisted of two phases. in phase 1, we identified all 61 academic em 
articles published in four leading business journals and the criteria these 
studies applied to characterize ems. this list of criteria helped us to select 
our study’s independent variables. We relied on the academic articles 
because their list of definitions was not only more comprehensive but 
also included some criteria (e.g., economic growth) used by practition-
ers to define ems. thus, the criteria underlying some of our independent 
variables appeared in practitioner articles as well as academic articles. in 
phase 2, we generated a list of countries which these studies had identified 
as ems. this list of countries (along with a list of developed countries) 
served as our dependent variable.

Generating a List of EM Studies

We restricted our analysis to studies published between June 2000 
and June 2010 in four journals: i) Academy of Management Journal, 
ii) American Economic Review, iii) Journal of International Business 
Studies, and iv) Strategic Management Journal. We selected these jour-
nals for a variety of reasons, in addition to the usual resource constraints. 
one, these journals represent three managerially relevant disciplines: 
economics, international business, and management. two, these jour-
nals focus on a broad variety of issues and cover conceptual and empiri-
cal domains (bruton & Lau, 2008). three, there is general consensus 
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How do emerging markets differ from developed markets?   11

that these  journals are of high quality and therefore significantly impact 
the academic profession (Judge, Cable, Colbert & rynes, 2007). four, 
previous works with a similar focus have also included these journals 
(e.g., see bruton & Lau, 2008; Lockett, moon & Visser, 2006). finally, 
these journals likely receive submissions from around the world and so 
presumably are comprehensive in terms of em topics investigated by 
researchers worldwide. moreover, the journals’ editorial boards com-
prise scholars worldwide, suggesting a greater tolerance for the diver-
sity of submitted manuscripts. nonetheless, we note that many studies 
published in the above journals are authored by researchers based in 
‘developed’ countries. following precedent (e.g., see merchant & ford, 
2011), and due to resource constraints, we excluded studies presented at 
the annual conferences of the above journals. yet, we would argue that 40 
journal- years (4 journals times 10 years per journal) adequately capture 
the published scholarly work in ems—and the criteria used to define the 
term. We searched the above journals’ archives using ‘emerging’ as a title 
or article keyword (supplied by authors). our search returned a sample 
of 61 articles, a list of which is available upon request. of these, only 5 
articles (8% of all articles) explicitly defined the term ‘emerging markets’; 
the remaining 56 articles did not define the term. only martin & rey 
(2006) specified ems as markets ‘. . .with gdp per capita equal or below 
that of south korea’ (p. 1631). the remaining four articles used defini-
tions offered by the international monetary fund (imf), international 
finance Corporation (ifC), Jp morgan, and s&p (see Calvo, izquierdo 
& talvi, 2006; Carrieri & majerbi, 2006; Hoskisson, eden, Lau & Wright, 
2000; mcnamara & Vaaler, 2000).

Phase 1: Identifying Criteria Authors Use to Define EMs (Independent 
Variables)

to generate a comprehensive list of em criteria, two of this study’s 
authors independently read each of the 61 articles and identified all criteria 
mentioned in these articles. our work produced an inter- rater reliability of 
93%; we resolved the discrepancies through discussion. appendix 1 lists 
these 14 criteria. for conceptual clarity, we assigned the 14 criteria to one 
of three categories: i) institutional traits (6 criteria; 38 articles), ii) macro- 
economic development traits (5 criteria; 37 articles), and iii) local market 
traits (3 criteria; 9 articles). needless to say, the authors of the 61 studies 
in our sample used multiple variables to operationalize each criterion. 
appendix 1 also contains these details.
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12  Handbook of contemporary research on emerging markets

Phase 2: Identifying the List of Developed Countries and EMs (Dependent 
Variable)

We identified a list of 26 developed countries from the imf and the Cia 
World factbook (2009). next, we referred to the above- mentioned 61 
studies again to generate a list of em countries. in most cases, authors 
clearly identified these ems. However, some authors merely referred to an 
em list existing elsewhere (e.g., the World bank). in such cases, we con-
sulted the base source to update the list of ems. appendix 2 lists all 151 
countries which academics (directly or indirectly) identified as ems and 
for which data were available. We could not find reliable data for greece 
and taiwan, and therefore excluded these countries from our analysis. 
Unfortunately, this 151- country list was too coarse to be meaningfully 
used because some studies considered ems to be practically every country 
that was not a developed country. Hence, we compared the ‘academic’ list 
with ‘practitioner’ lists of ems identified by four prominent global insti-
tutions (ftse, imf, Jp morgan, and standard & poor’s). appendix 2 
contains these five lists (i.e., one academic and four practitioner lists) and 
highlights the large discrepancy between academic and practitioner lists of 
ems. to test the possible sensitivity of results to this discrepancy, we col-
lapsed the academic and practitioner lists into two groups: i) em- broad 
group and ii) em- narrow group. the em- broad list consisted of 151 
ems whereas the em- narrow list consisted of 33 countries included in 
at least three sources. the latter approach is consistent with merchant & 
ford (2011), who applied a similar protocol to determine a list of ‘core’ 
ems.

Variables and Measures

our dichotomous dependent variable is whether a country is ‘emerging’ 
or ‘developed’, where a value of 0 5 developed country and a value of 
1 5 emerging market. to ascertain the meaningfulness of our dichotomy, 
we conducted manoVa tests for ‘developed versus em- broad’ and 
‘developed versus em- narrow’ groups. our results strongly supported 
the above dichotomy. in both cases, the manoVa models were sig-
nificant (both Wilks’ lambda p,0.0001). additionally, for the ‘developed 
versus em- broad’ comparison, 25 out of 28 individual anoVas were 
significant (most p,0.05). for the ‘developed versus em- narrow’ com-
parison, 21 out of 28 individual anoVas were significant (most p,0.05). 
these results (available upon request) highlight that regardless of the em 
group (broad; narrow), developed and ems are empirically distinct along 
several dimensions.
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How do emerging markets differ from developed markets?   13

our independent variables consisted of the above 28 variables which 
represented 7 (out of 14) sub- categories of criteria which authors have 
used to define ems. these sub- categories were: i) quality of the local 
institutional environment, ii) role of the state in business, iii) level of 
development of financial markets, iv) prospects for economic growth, 
v) level of economic development, vi) quality of local resources and inputs, 
and vii) characteristics of the local competitive environment. these sub- 
categories represent all three categories of em criteria: i) institutional 
traits, ii) macro- economic development traits, and iii) local market traits. 
thus, our analysis is holistic in its treatment of criteria which studies have 
used to define ems.

some data for variables in the remaining sub- categories were  available 
—but only for a very small sub- sample of countries and from proprietary 
sources that we did not have access to. in some instances, authors had 
collected data via surveys which our resource- constrained study could not 
replicate. thus, including variables in the remaining sub- categories would 
have drastically reduced the number of observations in our sample and—
importantly—eliminated many countries from our study, thus reducing its 
generalizability. Consequently, we tapped into the World bank database 
to operationalize our independent variables. appendix 3 describes the 
variables used in our study.

Source of Data

the World bank is one of the most comprehensive sources of country- 
level variables; it contains historical as well as current data for several 
countries. moreover, relying on a single data source minimized important 
methods- related concerns such as consistency, reliability, and validity. 
However, a downside of relying on a single data source was that it did not 
contain data on every em criteria identified in the literature. in fact, no 
one data source cleared this hurdle—and all of them contained far fewer 
data series.

our analysis focused only on data from 2008. When a 2008 data value 
was missing for a country, which was rarely the case, we substituted that 
value with the country’s 2007 value for that data series. We restricted our 
analysis to a single year for several reasons. one, focusing on a single year 
allowed us to be consistent with our research objective. our qualitative 
analysis indicated that many academic studies lagged 1–2 years behind 
available em definitions. thus, a study published in 2010 would typi-
cally refer to an em definition offered in 2008. by focusing on the year 
2008, we could reasonably tap the fundamental correspondence between 
em definitions and empirical data. two, focusing on 2008 also  permitted 
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us to leverage more recent lists of ems. these lists can and do change 
depending upon updates/revisions to the criteria applied to determine 
ems (merchant & ford, 2011). three, resource constraints prevented 
us from collecting several years of data, a challenge also faced by many 
other researchers. four, our preliminary data check indicated that, for 
most countries, there was very little year- to- year variance across many 
individual data series. thus, collecting additional data would have added 
marginal incremental value. it is important to reiterate that our analysis is 
internally consistent: we use 2008 data to analyse em definitions adopted 
in 2008–2009 by academics and practitioners.

Statistical Methods

We ran two multivariate logistic regression models to classify and predict 
whether a country was classified as emerging or developed (our depend-
ent variable) based on 28 predictor variables. in model- 1, our dependent 
variable was the list of 26 developed countries plus all 151 ems in the 
‘em- broad’ list; recall that these 151 ems appeared in any one of the five 
em lists created by academics and practitioners. in model- 2, our depend-
ent variable was the list of 26 developed countries plus 33 ems in the 
‘em- narrow’ list; these 33 ems appeared in at least three of five em lists 
created by academics and practitioners.

for both models, we estimated regression coefficients in two different 
ways: i) without iteration, and ii) with iteration. for the first set of regres-
sions, we included 10 (out of 28) variables based on low multi- collinearity 
and significance of univariate f- tests. the regression model for the 
‘developed/em- broad’ country list was significant (p,0.0001) as were 
five variables (most p,0.03). the regression model for the ‘developed/
em- narrow’ country list was also significant (p,0.0001), but only two 
variables attained significance (p,0.03 and p,0.08).

for the second set of regressions, we estimated coefficients via an 
iterative maximum likelihood method. in particular, we estimated the 
models using a forward- stepwise procedure to (statistically) select the 
best predictors of ems. the use of a stepwise procedure is justified 
due to the sensitivity of binary logistic regression models to multi- 
collinearity and also to information redundancy. in other words, the 
iterative procedure allowed us to perform robust analyses. all correla-
tions were less than ±0.40. given the statistical robustness of results 
based on the iterative method—and similarity of results between the 
non- iterative and iterative specifications—we report results based on the 
iterative specification.
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resULts and disCUssion

table 1.2 reports findings pertaining to the regression model for the 
‘developed/em- broad’ list of 177 countries, whereas table 1.3 reports 
results for the ‘developed/em- narrow’ list of 59 countries. above all, 
the results in table 1.2 indicate that the logit regression model is statisti-
cally significant (Chi- square p,0.000) with explanatory power between 
48% and 87%, depending upon the particular form of the r- square test. 
moreover, the results indicate three interesting findings. one, although 
the three variables representing economic growth rates and economic 
development are significant (all p- values between 0.001 and 0.046), the 
nature of their impact differs remarkably. the higher a ‘flow’ variable 
(of economic growth), the more likely that it is associated with ems. in 

Table 1.2 Results for the ‘Developed/EM- Broad’ country list

dependent variable: List of 26 developed countries and 151 ems (i.e., 177 
countries in total).

Variables stdz. coeff. Wald statistic p- value

net fdi outflows (% of gdp) 0.035 3.97 0.046
gdp per capita (ppp; Constant 2005  
 Usd)

−0.000 13.07 0.000

Cagr of total gdp (ppp; Constant  
 2005 Usd)

118.243 10.64 0.001

number of procedures needed to  
 enforce a contrast

0.239 7.87 0.005

subsidies and other transfers (% of  
 government expense)

−0.084 4.72 0.029

state contribution to tax revenue (% of  
 gdp)

−0.219 8.41 0.004

Constant −116.416 9.77 0.002

Notes:
fdi 5 foreign direct investment; ppp 5 purchasing power parity; Cagr 5 compound 
annual growth rate.
model Chi- square 5 98.74 (p , 0.000)
−2 Log likelihood 5 27.118
Cox & snell r- square 5 48.40%
nagelkerke r- square 5 86.80%
model’s overall predictive power 5 97.18%

predicted: developed 
country

predicted: emerging 
market

observed: developed country 88% (23 countries) 12% (3 countries)
observed: emerging market 1% (2 countries) 99% (149 countries)
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contrast, the higher a ‘stock’ variable (of economic development) such as 
gross domestic product (gdp) per capita, the greater the chance that it 
predicts a developed country. two, as expected, a weaker quality of a local 
institutional context (measured here in terms of the number of procedures 
needed to enforce a contract) is associated with ems (p,0.005). three, 
contrary to received wisdom, a higher level of state involvement in an 
economy is associated with developed countries (p,0.029 and p,0.004) 
rather than ems, which many believe are characterized by the visible hand 
of local government.

the regression model reported in table 1.3 is also statistically sig-
nificant (p,0.019), with an explanatory power between 66% and 88% 
depending upon the specific r- square test. despite the model’s focus on 
a more conservative set of ems (i.e., those which appeared in at least 
three lists), two variables representing economic growth and economic 
development also attain significance here. as in table 1.2, the ‘flow’ 
variables of economic development that predict ems (growth of goods/

Table 1.3 Results for the ‘Developed/EM- Narrow’ country list

dependent variable: List of 26 developed countries and 33 ems (i.e., 59 
countries in total)

Variables stdz. coeff. Wald statistic p- value

Cagr of exports of goods & services  
 (% of gdp)

46.014 4.77 0.029

gdp per capita (ppp; Constant 2005  
 Usd)

−0.000 7.06 0.008

Cagr of total gdp (Constant 2005  
 Usd)

154.986 8.11 0.004

time to resolve insolvency (number of  
 years)

1.287 2.89 0.089

Constant −208.195 8.01 0.005

Notes:
model Chi- square 5 18.32 (p , 0.019)
−2 Log likelihood 5 17.296
Cox & snell r- square 5 66.00%
nagelkerke r- square 5 88.40%
model’s overall predictive power 5 96.61%

predicted: developed 
country

predicted: emerging 
market

observed: developed country 96% (25 countries) 4% (1 country)
observed: emerging market 3% (1 countries) 97% (32 countries)
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services exports and gdp growth rates) are significant below p,0.029 and 
p,0.004 respectively. in contrast, the ‘stock’ variable predicts developed 
countries (p,0.008). it is worth remarking that these patterns are consist-
ent between the broad and narrow lists of ems. a weak local institutional 
context (denoted by greater time needed to resolve insolvency; parameter 
estimate 5 1.28; p,0.089) is associated with ems.

our efforts to understand the essence of ems from an empirical perspec-
tive suggest that institutional and macro- economic development factors 
help to differentiate between ems and developed countries. in contrast, 
the third category of criteria (i.e., local market factors) does not seem 
to be effective at discriminating between the two. this is possible to the 
extent that local market factors (e.g., Quality of local resources and Local 
competition) are subsumed under institutional factors: the two catego-
ries appear to be distinct from a conceptual standpoint, but not from an 
empirical standpoint. our findings on the predictive role of institutional 
factors are in the expected direction for some indicators, but counterintui-
tive for other indicators of institutional quality—particularly in relation 
to the em- broad group. as expected, the two ‘bureaucracy’ indicators of 
institutional quality (number of procedures needed to enforce a contract 
and time needed to resolve insolvency) are associated with ems. on the 
contrary, for the em- broad group, we were surprised that two other 
indicators of institutional quality (subsidies and other transfers and state 
contribution to tax revenue) were associated with developed countries, not 
ems.

motivated by the existing diversity of ‘emerging market’ definitions—
and the lack of agreement on them—we sought to uncover the empiri-
cal essence of these markets. based on a literature review, we identified 
various criteria used by academics and practitioners to define ems, 
sought out proxies of as many criteria as our resources permitted, and 
engaged these proxies to empirically isolate developed countries from 
ems. although our models did a fine differentiation job, we caution 
researchers that ems are often distinguished from the geography- based 
point of view, rather than by the country characteristics- based point of 
view. to illustrate, a high gdp growth rate may indicate the emerging- 
ness of a country, but many countries presently deemed to be ‘emerging’ 
have, for several years now, been dormant in terms of their economic 
growth. it seems that, so far, our tendency has been to use geography as a 
proxy of emerging- ness, but this is a completely different—even superficial 
and, perhaps, incorrect—approach to classifying ems. for sure, many 
leading ems (e.g., brazil, China, and india) rest on both above- mentioned 
bases of differentiation. but many ems do not. and it is these latter 
ems that need our closer empirical scrutiny. Clearly, we need to dig even 

Olga E. Annushkina, Hemant Merchant, Renata Trinca Colonel, and Elena Berselli - 9781782546368
Downloaded from PubFactory at 08/27/2022 06:13:33AM

via free access



18  Handbook of contemporary research on emerging markets

deeper to search for a meaning (or two!) of what is ‘emerging’ about ems. 
in the absence of such meaning, it is possible that a characteristics- based 
delineation of ‘emerging’ markets could identify fast- growth ‘developed’ 
markets as emerging! Hence, we need to fundamentally rethink our use of 
the ‘emerging markets’ label (merchant, 2007). this is particularly impor-
tant because the list of ems is not static. indeed, previous work (e.g., see 
merchant & ford, 2011) suggests that countries can and do both join and 
leave a list(s) of ems. We should now seriously pursue the idea of letting 
empirical data guide a terminological fine- tuning of the em label.

impLiCations and fUtUre researCH

the theory advancement of our study consists in improving the existing 
definition of ems. We contribute to the advancement of the previous 
research on the ems by investigating the empirical validity of the em 
characteristics described in the mainstream managerial literature.

our empirical analysis confirms the macro- economic growth-  and 
institution- based views on the definition of emerging economies, while, 
contrary to the existing definitions, the level of indebtedness, of govern-
ment intervention, and the rates of new business creation were higher for 
developed economies.

for managers and entrepreneurs, our study offers a better understand-
ing of the nature of ems, with the objective of stopping ‘the errors of 
definitions multiply[ing] themselves’ (Hobbes, 1988, p. 105). the term 
‘emerging markets’ is frequently used in firms’ annual reports and press 
statements, and an improved knowledge of the underlying meaning of the 
term and of the expected em characteristics would create a better basis for 
decision- making processes.

our research has some limitations, which we outline as possible future 
research areas. an obvious extension would be to extend our analysis to 
a multi- year period. a longitudinal view can better expose fundamental 
em qualities which are robust over time. such extensions could be sup-
plemented with meaningful proxies of constructs that researchers opera-
tionalize using survey data. We attempted to pursue this latter avenue 
but were constrained in terms of resource availability. for conceptual 
triangulation, researchers can replicate our study using text- based data 
analysis software which can do content analysis (Weber, 1990) through 
various em definitions.
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note

* an earlier version of this chapter was presented during the 2011 academy of international 
business conference held in nagoya, Japan.
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appendiX 2

Table 1A.2 Classifications of emerging economies

Country Classification sources

em- broad em- narrow ftse imf msCi s&p academics

afghanistan x x x
albania x x x
algeria x x x
angola x x x
antigua and  
 barbuda

x x x

argentina x x x x x
armenia x x x
azerbaijan x x x
bahamas x x x
bahrain x x x x x
bangladesh x x x
barbados x x x
belarus x x x
belize x x x
benin x x x
bhutan x x x
bolivia x x x
bosnia and  
 Herzegovina

x x x

botswana x x x
brazil x x x x x x x
brunei x x x
bulgaria x x x
burkina faso x x x
burundi x x x
Cambodia x x x
Cameroon x x x
Cape Verde x x x
Central african  
 republic

x x x

Chad x x x
Chile x x x x x x x
China x x x x x x x
Colombia x x x x x x x
Comoros x x x
Congo, dem. rep. x x x
Congo, rep. x x x
Costa rica x x x
Cote d’ivoire x x x
Croatia x x x
Czech republic x x x x x x
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Table 1A.2 (continued)

Country Classification sources

em- broad em- narrow ftse imf msCi s&p academics

djibouti x x x
dominica x x x
dominican  
 republic

x x x

ecuador x x x
egypt x x x x x x x
el salvador x x x
equatorial guinea x x x
eritrea x x x
estonia x x x
ethiopia x x x
fiji x x x
gabon x x x
gambia x x x
georgia x x x
ghana x x x
grenada x x x
guatemala x x x
guinea x x x
guinea- bissau x x x
guyana x x x
Haiti x x x
Honduras x x x
Hong kong (sar,  
 China)

x x

Hungary x x x x x x x
india x x x x x x x
indonesia x x x x x x x
iran x x x
iraq x x x
israel x x x x x
Jamaica x x x
Jordan x x x x x
kazakhstan x x x
kenya x x x
kiribati x x x
korea, south x x x x x
kuwait x x x x x
kyrgyzstan x x x
Laos pdr x x x
Latvia x x x
Lebanon x x x
Lesotho x x x
Liberia x x x
Libya x x x
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Table 1A.2 (continued)

Country Classification sources

em- broad em- narrow ftse imf msCi s&p academics

Lithuania x x x
macedonia, fyr x x x
madagascar x x x
malawi x x x
malaysia x x x x x x x
maldives x x x
mali x x x
mauritania x x x
mauritius x x x
mexico x x x x x x x
moldova x x x
mongolia x x x
montenegro x x x
morocco x x x x x x x
mozambique x x x
myanmar x x x
namibia x x x
nepal x x x
nicaragua x x x
niger x x x
nigeria x x x x x
oman x x x x x
pakistan x x x x x x
panama x x x
papua new  
 guinea

x x x

paraguay x x x
peru x x x x x x x
philippines x x x x x x x
poland x x x x x x x
Qatar x x x x x
romania x x x
russia x x x x x x x
rwanda x x x
samoa x x x
sao tome and  
 principe

x x x

saudi arabia x x x x x
senegal x x x
seychelles x x x
sierra Leone x x x
singapore x x
slovakia x x
slovenia x x
solomon islands x x x
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Table 1A.2 (continued)

Country Classification sources

em- broad em- narrow ftse imf msCi s&p academics

south africa x x x x x x x
sri Lanka x x x x x
st kitts and nevis x x x
st Lucia x x x
st Vincent and the  
 grenadines

x x x

sudan x x x
suriname x x x
swaziland x x x
syria x x x
tajikistan x x x
tanzania x x x
thailand x x x x x x x
togo x x x
tonga x x x
trinidad and  
 tobago

x x x

tunisia x x x
turkey x x x x x x x
turkmenistan x x x
Uganda x x x
Ukraine x x x
United arab  
 emirates

x x x x x x

Venezuela x x
Vietnam x x x
yemen x x x
Zambia x x x
Zimbabwe x x x x x

Note: neither greece nor taiwan appear in the above table due to a lack of reliable data 
on these countries.

Source: reports and articles by rating agencies, banks, multilateral organizations and 
academics (goldman sachs, 2007a, 2007b; imf, 2007; ftse, 2009; msCi barra, 2009a, 
2009b; standard & poor’s, 2007) (refer to the body of the chapter for academic references).
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appendiX 3

Table 1A.3 Independent variables and their operationalization

definition criteria: Quality of Local institutional environment
(i.e., Category a1 in appendix 1)

burden of customs procedure 1 = extremely inefficient to 
7 = extremely efficient

documents needed to export goods number
documents needed to import goods number
‘ease of doing business’ ranking 1 = most business- friendly 
procedures needed to enforce contract number
procedures needed to register property number
time required to enforce a contract number of days
time required to register property number of days
time required to start a business number of days
time required to prepare & pay taxes number of hours
time required to resolve insolvency number of years

definition criteria: role of the state in business
(i.e., Category a2 in appendix 1)

government expenses assigned to subsidies/ 
 transfers

percentage of (total) government 
expenses

state contribution to tax revenues percentage of gdp

definition criteria: Level of development of financial markets
(i.e., Category a6 in appendix 1)

Companies listed on the local stock market number
total value of stocks traded percentage of gdp

definition criteria: prospects for economic growth
(i.e., Category b1 in appendix 1)

gdp annual growth rate Usd in current prices / 
Cumulated average growth rate 
(2003–2008)

gdp annual growth rate (ppp basis) Usd in current prices / 
Cumulated average growth rate 
(2003–2008)

gdp per capita annual growth rate Usd in current prices / 
Cumulated average growth rate 
(2003–2008)

gdp per capita (ppp basis) Usd in constant 2005 prices / 
Cumulated average growth rate 
(2003–2008)

exports of goods and services percentage of gdp / Cumulated 
average growth rate (2003–2008)
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Table 1A.3 (continued)

Level of outbound fdi percentage of gdp / Cumulated 
average growth rate (2003–2008)

definition criteria: Level of economic development
(i.e., Category b3 in appendix 1)

gdp per capita (ppp basis) Usd in constant 2005 prices
share of central government debt percentage of gdp
Level of inbound fdi percentage of gdp
total unemployment rate percentage of total labour force

definition criteria: Quality of Local resources and inputs
(i.e., Category b5 in appendix 1)

Capital availability gross capital formation as 
percentage of gdp

definition criteria: Characteristics of the Local Competitive environment
(i.e., Category C3 in appendix 1)

number of new business registrations percentage of total number of 
businesses registered

growth rate of new business registrations increase in the number of total 
businesses registered/Cumulated 
average growth rate (2003–2008)
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