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Abstract

In this study, perceptual mapping was used to identify the collective and
individual positions of ten big emerging markets or "BEMs" as they are more
commonly called. The perceived position of the" ideal" market or nation also
was captured by the study's findings. FDI executives who were surveyed indi
cated that some "BEMs" have positioned themselves strategically in terms of
their availability of and access to markets and resources. The stability of a
market's or nation's political and economic environments, as well as business
environment, also contributes to a nation's perceived position. Some "BEMs"
appear better positioned to take advantage of their strengths, whereas others
face long-term FDIobstacles.

Introduction

Foreign Direct Investment (FOl) is an integral component of the globalization
of the world's economy, as well as a key aspect of every nation's economic
development efforts. Virtually all nations are eager to attract FDI, as evidenced
by the immense financial investments that developing and developed nations
have attracted and continue to attract (Jenkins, 1995; UN 1998 and 1999).
Indeed, the success of a given nation in attracting foreign capital is a direct result
of that nation's market or resources attractiveness, or both, and the presence and
availability of investment opportunities (Aitken, et al., 1997).

In recent years, the social, economic, and political environments govern
ing foreign direct investment in many previously closed economies have
undergone something of a metamorphosis (Boycko, et al., 1994; Kamm,
1992; Sachs and Warner, 1995). These nations have changed from essen
tially closed economies or markets advocating protectionism, subsidies, and
increased regulations to more market and growth-oriented positions espous
ing regulatory reform, market expansion, and private sector development. In
turn, these changes have encouraged many foreign direct investors to revise
their list of nations considered desirable FDI candidates. While still largely
comprised of developed nations, many FOI lists now include nations known
as "BEMs," big emerging markets. In this instance, a big emerging market's
status is not a function of its per capita GNP, but relies on economic and
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demographic measures that cut across all four stages of economic develop
ment (Garten, 1997).

"BEMs" consist of nations located around the globe that have experienced
rapid economic growth for the past decade (Keegan and Green, 2003). It is
because of this rapid growth and the resulting market opportunities that the
Columbia Journal of World Business dedicated a special issue to "BEMs"
(1996).1 Ten countries generally are recognized as big emerging markets. These
nations include China, India, Indonesia, South Korea, Brazil, Mexico, Argen
tina, South Africa, Poland, and Turkey (Garten, 1997).

In the past, the US has invested mightily in emerging nations, both big and
otherwise. However, US investment in emerging nations has dwindled in recent
years. While various reasons may explain this trend, perhaps the most apparent
reason is the delicate balance that often exists between risk and reward
(Ramcharran, 2000). This balance has proven tenuous in emerging nations.
While conspicuous in form and magnitude at times, in other instances, the risk
associated with an emerging nation often is intangible and based largely upon
perception.

Given the previous comments and the limited amount of empirical information
that exists concerning the relative and/or perceived market position of various big
emerging nations as FDI alternatives, this research was conducted. The basic pur
pose of the research was to identify the market position of the ten big emerging
nations as perceived by American business executives experienced in foreign direct
investment decisions. Specific objectives of the study were to:

1. Empirically establish the perceived market position ofthe ten big emerg
ing nations;

2. Develop perceived profiles of each individual nation;
3. Develop an aggregate profile of the ideal nation vis-a-vis the ten big

emerging nations studied.

Background

The issue of foreign direct investment can be approached from the perspec
tive of investing companies, as well as from that of recipient countries. There
seems to be a consensus in the literature that multinational enterprises invest in
foreign countries to either create a competitive advantage or sustain the com
petitive advantage that they were able to create in their domestic markets (Cho
and Moon, 1998; Clark 1996; Ensign, 1993; Hill and Jones, 2000; Hitt 1996).
This is possible because investing in foreign countries allows companies to both
expand their sales and realize locational advantages. Expanding sales can help
increase a company's market power and profits, and enhance its low cost posi
tion. Companies also can achieve competitive advantage by benefiting from
such national resources as abundant and cheaper raw materials, readily available
labor supply, lower transportation costs, and financial incentives (Earle and
Estrin, 1996; Estrin and Meyer, 1998).
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However, what is unclear is the role FDI plays in the recipient countries'
economic development efforts. Research has resulted in conflicting conclusions
as to whether foreign direct investments are more productive than similar invest
ments by domestic companies (Taylor, 2000). Still, it is widely recognized that
FDI is playing an increasing role in the global economy. According to a United
Nations report, beginning in the early 1980s, FDI increased at an unprecedented
compound annual rate of 29%, reaching a world stock of FDI of $1.7 trillion at
the end of 1990 (UN, 1992). Though most of the foreign direct investment
outflows go to developed economies, FDI has become a critical ingredient ofthe
gross domestic product and gross fixed capital formation for developing econo
mies (Dunning, 1993). As a result, FDI is increasingly becoming an important
policy issue (Taylor, 2000).

As noted earlier, the 1990s witnessed a bevy of governmental initiatives that
codified changes in public policies toward free enterprise and foreign direct
investments in many emerging nations (Jones, 2000; Orton, 2000; Ramcharran,
2000). Several East and Central European governments (e.g., Poland and Tur
key) enacted competition laws and bilateral investment treaties aimed at encour
aging foreign investments (EI-Said and McDonald, 2001; Hobeika, 200 I; Middle
East Executive Reports, 1999; Parsons, 2002; Tatoglu and Glaister, 1998). In
turn, the success of these countries in their efforts to develop market-oriented
economies has made them candidates for the European Union (McCrary, 2000;
Orton, 2000). Clearly, nations such as these, which have initiated market-ori
ented economies, offer the best opportunities for multinationals seeking to
invest in emerging countries. Besides these nations, India also has launched,
albeit with limited success, an assault on the remnants of their old command
economies (Azzam, 2001; Dhume, 2000).

The last decade of the twentieth century offered ample opportunities and
challenges for foreign direct investments in emerging economies. The fall of the
Berlin Wall in 1989 and the disintegration of the Soviet Union marked a turning
point in the role that both multinational enterprises and national governments
played in facilitating the creation of a sustainable and balanced economic envi
ronment. Now, there is virtual agreement among these, and all other nations, that
foreign direct investment is beneficial (Wallace, 1990). Though much of the
interest of multinational investors remains focused on developed countries, big
emerging markets have been and continue to be attractive FDI alternatives
(Dunning, 1988 and 1993).

Despites the progress that has been made in reforming political and eco
nomic systems, a number of challenges continue to impede the flow of
foreign direct investments into emerging nations. As Dunning (1993) sug
gests, the most important of these challenges are the political systems,
values, and ideologies that most emerging nations inherited as a result of a
centralized economy. These nations still have several obstacles that need to
be eradicated in order to develop market-oriented economies and attract
foreign investments (Ramcharran, 2000).
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For decades, FDI was perceived as a threat to national sovereignty. As a result,
government policy and legislation were devised to severely restrict foreign
investments, particularly from the United States. Despite recent pro FDI changes,
many emerging countries continue to suffer from this legacy (Jones, 2000).
Despite its ambitious efforts, India (one of the largest BEMs) is still unable to
bolster investors' confidence. The Indian Ministry of Industry has issued new
guidelines on joint ventures that while easing local ownership requirements,
continue to force foreign investors to waste months or even years in negotiations
with Indian partners (Viswanathan, 2000).

While most big emerging nations have put in place democratic or pseudo
democratic institutions, many continue to suffer institutional instability. To
implement market economies, new democracies may impose hardships on a
population accustomed to the welfare state. In turn, this reliance leads to a rise
in the popularity of political parties that threaten new democratic and market
oriented institutions. Thus, the prospect that these nations can at any time fall
back into political and economic instability can negatively affect the percep
tions that foreign investors have of these nations (Middle East Executive Re
ports, 2001; Townsend, 2002).

While the preceding comments explain why US firms historically have chosen to
invest in Western Europe, this practice changed somewhat during the I 990s as US
emphasis shifted to developing Asian and Latin American nations, most notably
China and Brazil (both BEMs). Investment in each of these countries could be
justified by the scope of the market opportunity alone, especially China, which has
essentially retained its centralized economy. However, generally absent from this
new investment mix were other, less desirable big emerging nations.

Various reasons may be posited as to why US firms have taken such a cautious
approach to foreign direct investment in other big emerging nations. As noted
earlier, real or perceived risk remains the most viable explanation. For example,
in a global study of risk, the big emerging nation of India received overall risk
composite scores of 55 (scores range from 1-100, with lower scores representing
higher risk). In contrast, Switzerland received the highest overall composite risk
score (94) (Erb, Harvey, and Viskanta, 1996).

Three different types of risk often are associated with a nation as a firm
considers making a direct investment in that country. These risk types include
the political and economic environment, domestic conditions, and economic
relations (Dichtl and Koglmayr, 1986; Ramcharran, 2000). In all instances,
executives charged with the responsibility for making the FDI decision must
achieve "a more thorough understanding of the likelihood of various problems
and opportunities in a country" (Kotabe and Helsen, 1998). This understanding,
while informed, is based upon the perception(s) ofthat nation, region, or market.
These perceptions form what is commonly known as "market position or loca
tion."

In marketing terminology, the product's "location" is its position in the mind
of a consumer. In this instance, the consumer is the foreign direct investor who
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is concerned with how a product (i.e., a given nation and its "bundle of at
tributes") is perceived. More specifically, for foreign direct investment pur
poses, position refers to the investor's perception of a nation vis-a-vis a compet
ing nation as an investment option.

Positioning: Concept and Application
The positioning concept received its first application over thirty years ago.

Since that time, it has enjoyed myriad applications ranging from consumer
products, to political campaigns, to job placement. According to Ries and Trout
(1981), "positioning should not be confused with strategy, even though the two
are inextricably related."

"Positioning starts with a product. A piece of merchandise, a
service, a company, an institution, or even a person ... , but
positioning is not what you do to a product. Positioning is what
you do to the mind of the prospect. That is, you position the
product in the mind of the prospect."

Positioning is the act of defining the product's image and value offer so that
the segment's customers understand and appreciate what the product stands for
in relation to its competitors (Scanlon, 1994). Stated in more pragmatic terms,
for a product, business, or investment option to establish an appropriate, desir
able position in the marketplace, it must demonstrate to its potential stakehold
ers how it differs from competing options. In so doing, the host entity (i.e., each
big emerging nation) is attempting to establish a competitive advantage.

Empirically establishing the position of ten big emerging markets as FDI
options was the purpose of this research. Information gleaned may offer some
insight as to how and why US foreign direct investors have made their invest
ment decisions. These findings also may contribute to future FDI investment
research, as well as provide some assistance and/or direction to potential FDI
recipients seeking to enhance their position as a FDI destination.

Methodology

Data for this research were obtained via a mail survey of a randomly selected
sample of 500 executives chosen from the membership of the Industrial Devel
opment Research CounciF (lDRC 199912000). While membership in the IDRC
includes representatives from virtually all sectors, only representatives of do
mestic, for-profit organizations were included in this study. A four-page, self
administered questionnaire was developed, tested, and distributed to potential
respondents with a cover letter explaining the project. The questionnaire ob
tained measures that identified the positions of the ten big emerging markets, as
well as specific nation-related attributes. In alphabetical order, the ten big
emerging markets studied included Argentina, Brazil, China, India, Indonesia,
Mexico, Poland, South Africa, South Korea, and Turkey.
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The most common method for quantifying the position of an entity (i.e., a
nation) vis-a-vis competing entities (i.e., nations), is through the technique of
Multidimensional Scaling (MDS). This procedure converts ratings of perceived
similarities to a geometric representation of several positions relative to one
another. By measuring the preference concerning available options, the "ideal"
option also can be portrayed on a perceptual map created from perceived simi
larities (Green, 1975).

One advantage of using MDS in positioning research is that, instead of
evaluating each nation on a list of dimensions created by the researcher, the
respondents indicate the dimensions considered when comparing foreign direct
investment options. In turn, the perceptual map created is based upon multiple
dimensions, representing the salient "top-of-mind" attributes the respondents
associated with the BEMs studied.

To allow development of the perceptual map, respondents were asked to rate
each of the ten big emerging markets with respect to similarity on a five-point
Likert scale (I =Very Dissimilar to 5=Very Similar). Respondents then indicated
which nation they preferred, as well as the primary factor upon which that rating
was based. A paired-comparison format was used.

A total of 112 usable responses were received, for an overall response rate of
22.4%. To detect any potential nonresponse bias, a telephone survey was con
ducted with 25 randomly selected nonrespondents. Nonrespondents were asked
to indicate the extent of their familiarity with each of the ten nations studied.
Comparisons between respondents and nonrespondents, based upon a chi-square
analysis, revealed no significant (p<.1 ) differences. While some extrapolation
of these findings may be possible given the minimal nonresponse bias, the
questionable role that the respondents may actually play or have played in the
FDI decision (this study identified only FDI experience) suggests that may limit
the study's findings.

As Table 1 indicates, respondents include a variety of professionals from
organizations located in all areas of the country. Manufacturing executives
represented 71 % of all respondents. FDI experience was divided approximately
equally between executives with ten or more years of experience (51 %) and
those with less than ten years of experience (49%). Most respondents (45%)
were at the VP level, while Directors/Managers (25%) and Presidents/CEOs
accounted for the remainder (30%). Perhaps due to a greater regional concentra
tion, respondents from the eastern portion of the US are over represented (51 %)
compared to all other regions. Thus, these findings do reflect a regional, manu
facturing bias, the impact of which remains in question.

Familiarity with Big Emerging Markets
Respondents were asked to indicate their familiarity with each of the ten big

emerging markets using bipolar adjectives, either extensive or limited. Exten
sive familiarity with a nation indicated that a respondent (his/her firm) was
familiar with and had considered selecting or had selected a particular nation as
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Region
East
Central
South
West

FDI Experience
Less than 10 years
Over 10 years
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Table 1
Description of Respondents

51%
18%
17%
14%

51%
49%

51

Type of Organization
Manufacturing
Non-manufacturing

Position in Organization
Vice President
Director/Manager
President/CEO

78%
22%

45%
25%
30%

the recipient of a foreign direct investment. Limited familiarity with a nation
indicated that a respondent (his/her firm) was familiar with, but had not consid
ered that emerging nation for a foreign direct investment.

FDI decisions (as well as countless other types of decisions) should be based
upon objective data. However, preliminary decisions often are influenced by
perceptions of reality (Ries and Trout, 1981; Scanlon, 1994). Thus, while the
development of a measure of FDI executives' "intent to invest" in each nation
would have been desirable, the goal of this study was to assess nation percep
tions. By assessing the respondents' familiarity with each nation, the perceptual
basis for subsequent FDI responses, either favorable or unfavorable, was ob
tained.

As expected, all respondents were familiar with the ten big emerging markets
studied. However, the degree offamiliarity with each nation varied. As indicated
in Table 2, respondents were most familiar with China and Mexico. Respondents
were least familiar with the big emerging markets of Argentina, Indonesia, and
Poland. Substantial familiarity was associated with all remaining BEMs.

Perceptual Map of Big Emerging Markets
The perceptual map of BEMs that was developed exhibited three dimensions.

These are portrayed in Figure I as Stability of Political and Economic Systems,
Availability of and Access to Markets/Resources, and Business Environment.
These factors are of note because they differ from Dunning's (1988) "OLI"
factors (i.e., ownership, location, and internationalization), which are widely
recognized as and purported to be the basic determinants of FDI.
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Table 2
Degree of Familiarity with Big Emerging Markets

Nation

A - Argentina

B - Brazil
C - China
1- India
IN - Indonesia
M- Mexico
P- Poland
SA - South Africa
SK - South Korea
T - Turkey

Extensive Familiarity (%)

78

83
93

88
77
97
74
88
87
87

Limited Familiarity (%)

22

17
7
12
23
3

26
12
13
13

In reviewing the findings presented as Figure 1, some clarification may be
necessary. The perceived positions of all nations studied, as well as that of the
ideal nation, are identified as relative points located along and above (denoted
by a solid line) or below (denoted by a dotted line) the three axes (line length
denotes the extent above or below the midpoint of each axis).

These findings indicate that several nations appear to be clustered together on
similar dimensions. One group of nations consisting ofChina, India, and Mexico
appear to be clustered together and are perceived as occupying the most desir
able positions. All are perceived as possessing the greatest availability of and
access to markets/resources. India and Mexico also are seen as offering a more
accommodating environment, whereas, China suffers on this dimension. None
of these three nations enjoy perceived political and economic stability.

A second group of nations, this one consisting of Brazil, Indonesia, Poland,
and Turkey appear to be clustered together and are generally perceived as
possessing adequate market/resource availability and access (Poland is an ex
ception on this dimension), but are severely lacking on the dual dimensions of
political and economic stability and offering an accommodating business envi
ronment.

A final group of nations consisting of Argentina, South Africa, and South
Korea appear to be clustered together and are perceived to occupy an essentially
neutral position overall. All three nations are seen as offering somewhat limited
marketslresources, a marginally stable political and economic environment, and
a somewhat accommodating business environment.

Most interestingly, India appears to occupy a unique and strategically oppor
tunistic position. Perhaps because of the relatively recent removal of strict local
ownership requirements and the fact that India has almost a billion consumers,
India is viewed as a being a prime BEM/FDI destination. As can be observed in
Figure 1, India's most pressing need appears to be in reaffirming the long-term
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Figure 1
Perceptual Map of Big Emerging Markets
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stability of its political and economic systems. Perhaps because of its involve
ment in NAFTA, Mexico occupies a perceived position much like that of India.
As a strategic alternative, perhaps Mexico should position itself as "the gateway
to South America," thereby enhancing its availability and access to markets and
resources. Additional political and economic stability also would positively
contribute to its continued FDI growth.

At a nation specific level, several findings were of note. Argentina, South
Africa, and South Korea, despite their dubious pasts, are regarded as enjoying a
relatively accommodating business environment, modest markets and resources,
and stable political and economic systems. However, none of these BEMs
distinguish themselves on any of these dimensions. In turn, these findings
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suggest that these nations may enjoy the greatest array of strategic alternatives
and opportunities to improve FDI.

Brazil and Poland may be considered "FDI outliers." Each occupies a some
what unique position. Brazil is seen as having desirable markets and resources,
but appears to suffer badly from political and economic instability, as well as a
less accommodating business environment. Likewise, Poland occupies a posi
tion that easily may be considered the weakest of any of the BEMs studied.
Given its location on all dimensions, Poland appears to hold this dubious dis
tinction. However, two other nations appear to face significant FDI challenges.
These nations include Indonesia and Turkey.

Respondents perceive the ideal nation as possessing overall qualities that can
be construed as acceptable on most dimensions and conservative in the area of
political and economic stability. While not specifically ascertained, it appears
that FO[ respondents place far greater emphasis on this latter dimension.

As noted earlier, India and China appear most strategically positioned relative
to the availability of and access to markets and resources. Most other nations,
except for Argentina, Poland, and South Africa, appear to occupy an acceptable
or neutral position on the availability and access dimension. Half of the nations
studied are perceived as possessing business climates or environments that are
less than accommodating. Brazil, China, Indonesia, Poland, and Turkey are
perceived as being somewhat deficient in this area. While this research did not
ascertain the specific elements that comprise the business environment, this area
arguably represents a strategic area of need (Kamm, 1992).

[n contrast, the most difficult and traditionally dubious dimension that can be
addressed is the political and economic environments of emerging nations.
Three of the BEMs studied are perceived as having relatively stable environ
ments. Those nations include India, Mexico, and South Africa. Two other na
tions, Argentina and South Korea occupy only slightly negative positions on this
dimension. All other nations studied are perceived as having less stable environ
ments, especially Brazil and Poland. Two nations, Indonesia and South Korea
appear poised to potentially improve their positions on this dimension.

Given the overall ideal point perceived by respondents, at least two and
perhaps as many as five nations appeared poised to take greatest advantage of
repositioning opportunities. Most immediately, those nations include India and
Mexico, with opportunities also available for Argentina, South Africa, and/or
South Korea (via greater economic and political stability).

Several nations including Brazil, China, and Turkey appear to possess desir
able markets and resources, but suffer mightily from unstable political and
economic environments, as well as unaccommodating business environments.
An effort to improve in either of these areas has the potential to generate much
more FDI interest. Further, while each of these nations generally must pursue
different repositioning strategies, all possess one or more qualities that make
them potentially desirable foreign direct investment options.
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Conclusion

55

Foreign direct investments generally are recognized as providing an opportu~

nity for nations, governments, society, and business to improve economically.
As such, most nations around the globe are pursuing (to some extent) direct
investments by foreign governments, companies, and private investors. The
pursuit of these foreign direct investments is highly competitive. To be success
ful, a nation must position itself as being more desirable than another nation,
especially other similar, competing nations. This study was undertaken to deter
mine how foreign direct investment executives perceived ten HEMs.

Overall, these findings demonstrate where and how each of the ten HEMs
studied is perceived individually and collectively. In turn, the foreign direct
investment challenge and opportunity for each of these nations lies in its desire
and ability to affect meaningful and enduring change. If this commitment can be
achieved, then each nation must develop an economic development program
designed to capitalize on and/or ameliorate each aspect of their perceived posi
tion.
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