


Welcome to Management Focus
… and welcome to the November/December issue.

For international businesses, emerging economies – particularly the largest two, China and India – are attractive in a
number of ways. International businesses marketing products and services in large emerging markets (LEMs) are
becoming increasingly aware of both the opportunities and the threats that such markets bring. 

LEMs are being used both to extend product life cycles and to develop and launch new products. However, a number
of Western firms have experienced difficulties in maintaining market share in the face of rising competition and
increasingly discerning consumers within these markets. Read our featured article to discover what impact LEMs have
on international strategy.

Joseph A. Maciariello is Horton Professor of Management at the Peter F. Drucker and Masatoshi Ito Graduate School
of Management, and Research Director of the Drucker Institute. Joseph has collaborated with Peter Drucker on many
publications over the years, including The Daily Drucker and The Effective Executive in Action. He has also taught the
course “Drucker on Management” for MBA and Executive MBA students for ten years and has prepared The Peter F.
Drucker Curriculum Project. 

Find out what Joseph Maciariello has to say about collaborating with Peter Drucker and his time spent updating
Drucker’s Management: Tasks, Responsibilities, Practices in this interview.

According to Philip Kotler and John A. Caslione, a “Teutonic shifting of the global economic plates” is occurring beneath us.
That’s a powerful analogy, and one that goes a long way to contextualize the bleak headlines we see everywhere.
Recession, layoffs and cutbacks are damaging, distressing words for those unfortunate enough to become the next
statistics. Discover more in this latest issue of Management Matters.

To expand on the topics highlighted in Management Focus, log on to our website at http://first.emeraldinsight.com
where you will find an extensive collection of articles, interviews and executive summaries.

Best wishes,

Debbie Hepton
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he growing importance of the
so-called emerging
economies is now well

documented. For international
businesses, emerging economies –
particularly the largest two, China
and India – are attractive in a number
of ways: 

(1) Their population levels and high
rates of economic growth offer
considerable opportunities for the
marketing of goods and services.

(2) For a number of industries and
business services, large emerging
markets (LEMs) offer significant
opportunities to lower costs through
global sourcing or local production.
With China acknowledged as the
“world’s workshop” and India as the
“global back office” the cost savings
can be considerable. 

(3) The distinctive characteristics of
LEMs – economic and social

dynamism, high levels of
competition, pervasive market
failure and institutional differences –
encourage learning.

For these reasons one would expect
the rise of emerging economies to
significantly affect the strategies of
international businesses. There is
certainly considerable anecdotal
evidence to suggest that the majority of
international businesses incorporate
LEMs into their strategic decision
making.

Impacts of LEMs on international
strategy

International strategy is likely to be
affected in a variety of ways as a result
of the growing importance of LEMs
within the world economy. The impacts
are seen to vary according to the
principal reasons for a firm to become
involved with emerging markets.

New markets 

For a large number of international
businesses the principal attraction of
LEMs is that they offer new markets
which are both large and growing
rapidly. This has a number of
implications for strategy:

(1) At the simplest level it could mean
further international expansion, as
international businesses seek to
enter these newly available or
increasingly attractive markets. For
example, both China and India now
offer attractive markets for luxury
goods such as fashion products.

(2) The opportunity for rapid
internationalization of firms and
industries where previously this was
limited by market size. With the
largest ever investment boom
currently under way, there are huge
new opportunities for investors in
power generation, highways, sea

management ffocus November/December 2009http://first.emeraldinsight.com 2

International sstrategy: tthe
opportunities aand tthreats
of llarge eemerging mmarkets

T



and airports and water
management. International
investors, many of whom
traditionally have focused primarily
on their domestic markets, are now
moving rapidly into these
economies. This implies several
changes in strategic thinking: from
domestic to international markets;
from developed to developing
economies and towards public-
private partnerships.

(3) The opportunity to extend product
life cycles, perhaps by transplanting
established products from
developed to emerging markets.
Such a strategy does, however,
carry considerable risks if the
product is not suitable for the less
sophisticated markets, or costs
cannot be lowered sufficiently to
meet prevailing price expectations.

(4) As well as providing a direct
competitive threat where emerging
market firms acquire competitive
assets such as brand names,
technology or distribution systems,
perhaps the types of investment
most likely to trigger a strategic
response from international
businesses are those prompted by
a desire to acquire resources,
typically commodities. Both India
and China have, for example,
invested heavily in African oil
resources.

Lower costs 

The second major rationale for
international business involvement with
LEMs is the opportunity to lower costs
and to take advantage of specialist
resources. For a large number of
businesses, the primary attraction of
LEMs is as a new source of supply.
This motive manifests itself in the huge
increase in global sourcing of
manufactured products, mainly from
China, that has occurred in recent
years. 

In the USA at least 70 per cent of items
sold in Wal-Mart stores have a Chinese
component. Wal-Mart accounts for 10
per cent of all US imports and is
China’s eighth largest trading partner,
ahead of Russia and Germany. Wal-
Mart’s ability to drive down prices
through sourcing from China is
estimated to bring US consumers direct
savings of $US20 billion a year. We
have also seen a similar increase in the
offshore sourcing of back-room
business services, primarily to India,
again prompted largely by the

opportunities for considerable cost
savings. Offshore sourcing is spreading
from the simple IT functions where it
began towards more specialist and
knowledge-intensive activities.

Both of these processes reflect a more
general strategic trend in which LEMs
are playing a significant role, and that is
growing organizational specialization as
value-adding activities are increasingly
fragmented, performed remotely and re-
integrated closer to final markets.

Learning effects

A major learning opportunity provided
by LEMs is in the management of rapid
change, transition and economic
upgrading. A defining characteristic of
emerging markets is that they are
enjoying strong growth and
experiencing change. In most cases the
change is both more rapid and more
complex than is typical of the most
developed economies. Consider the
case of China which is simultaneously
experiencing several transitions: from
rural to urban; from agricultural to
industrial; from planned to market and
closed to open. Learning to manage
such multifaceted and rapid change
offers valuable lessons which can be
applied in other markets. The lessons
are particularly powerful for international
marketers. 

A second area where valuable learning
could occur is with regard to institutional
and market failures, conditions which
are endemic in many emerging
markets. The characteristics of LEMs,
such as China’s weak intellectual
property laws, have encouraged the
development of novel business models,
a number of which could appeal to
international businesses. Examples are
the gaming and music industries.
Because of lower average income
levels and problems of protecting
intellectual property, the electronic
gaming industry in China has
developed a distinct business model.
Rather than expecting consumers to
purchase a gaming platform and
individual games, the industry focuses
on the use of gaming centres where

players pay to use machines and
games are provided over the Internet.
This model offers individual consumers
a low cost entry method as well as
protecting intellectual property by
discouraging the illegal copying of
games.

The rapid change typical of LEMs also
provides interesting lessons in the
management of risk. Risk in these
markets does not always follow the
patterns apparent in the least
developed economies where political
and economic risks are widespread.
Rather, the risks of LEMs stem from the
transition process and the strains of
brisk economic, social and policy
change.

Growing competition

The emergence of LEMs has
encouraged increased specialization
within the world economy and the “fine
slicing” of value-adding activities.
International businesses marketing
products and services in LEMs are
becoming increasingly aware of both
the opportunities and threats that such
markets bring. LEMs are being used
both to extend product life cycles and to
develop and launch new products.
However, a number of Western firms
have experienced difficulties in
maintaining market share in the face of
rising competition and increasingly
discerning consumers within these
markets. The real competitive threat
may come from Asian dragon firms –
particularly those from Korea – which
are using the LEMs to advance their
global competitiveness. 

The rise of emerging economies has
been accompanied by the growing
competitiveness of LEM enterprises.
These firms are utilizing their home
country advantages while also seeking
to overcome competitive weaknesses
through aggressive internationalization.
Considerable strategic interaction is
now apparent with regard to the
strategies of multinational enterprises
(MNEs) and LEM economies as well as
between LEM enterprises and global
MNEs. The rise and evolution of LEMs
has had a profound impact on business
strategy for all firms.

This is a shortened version of “Large
emerging markets (LEMs) and
international strategy”, which
originally appeared in International
Marketing Review, Volume 26
Number 1, 2009.

The author is Peter Enderwick.
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“International businesses marketing products
and services in LEMs are becoming increasingly
aware of both the opportunities and threats that
such markets bring.”

“The characteristics of LEMs such as China’s
weak intellectual property laws have encouraged
the development of novel business models, a
number of which could appeal to international
businesses.”





Business, but not as we know it

When the world’s most revered
marketing thinker releases a new book,
the business world sits up and takes
note – especially when global
commerce is under the microscope as
never before.

According to Philip Kotler and John A.
Caslione, a “Teutonic shifting of the
global economic plates” is occurring
beneath us. That’s a powerful analogy,
and one that goes a long way to
contextualize the bleak headlines we
see everywhere. Recession... layoffs...
cutbacks... all damaging, distressing
words for those unfortunate enough to
become the next statistics.

Thankfully, Kotler and Caslione highlight
some key areas where businesses will

need to focus in order to survive in this
most testing of times. Paramount
amongst them is a recognition of so-
called “strategy decay”, the inevitability
of corporate strategies simply wearing
out. Now, depending on the size and
scope of your organization, setting
strategy might be an intense company-
wide initiative, or it may be a once-a-
year task involving senior management.
However you handle it, the message
seems to be that the more static you
are with your approach, the more likely
you are to suffer as we enter what the
authors describe as “a new age in the
advanced stage of the globalized
economy.” 

It appears as though we are witnessing
the death-knell of the traditional three-
year strategic plan. Predicting so far
ahead is now mere folly; the speed and

scope of change are simply
overwhelming. Kotler and Caslione are
quite firm in their warning about sticking
to old principles: “when the future is
truly turbulent and uncertain, this
approach is at best marginally helpful
and at worst downright dangerous.”

In addition to re-examining your
approach to strategy, what else do you
need to look at? Well, considerable
effort should be directed to your
company’s management style. But this
very term often conjures up diverse and
heated debate. What does it mean? Is it
too ingrained in company culture to be
changed in any meaningful way? In
recent times, management books have
lauded the concepts of collaborative
management, employee involvement
and extended participation in decision
making. The idea is that involved
employees are far more likely to buy
into what the organization is trying to
achieve and, therefore, remain highly
motivated. However, in today’s climate
of turbulence there may be no time for
discussion and collaboration. But an
interesting dilemma quickly emerges.
On the one hand, Kotler and Caslione
advocate communication of “the most
direct top-down or broadcast kind ...
there’s simply no time to ask for input.”
But, as things improve, the dictatorial
approach that was needed from senior
management may quickly be viewed as
an “us and them” scenario which could
lead to resistance and conflict.

As usual there are no easy answers,
but the “new age” to which Kotler and
Caslione refer presents both opportunity
and risk. They suggest that we can
ignore or resist turbulence’s chaos
while trying to hold on and survive; or
we can anticipate and leverage the
forces of turbulence to our advantage.
What will your choice be?

If you would like to know more about
what Philip Kotler and John A.
Caslione have to say, please visit
http://first.emeraldinsight.com/interviews
/kotler_caslione.htm

Management
Matters Incisive

commentary
on topical
business
issues
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Emerald Management First is an award-winning online resource
designed to help you circumvent the unnecessary and sharpen
your focus on what really matters in management. 

We bring you the latest and best ideas from the world’s top companies
and business schools and present them in a language that your
organization will understand. Quality and topicality are guaranteed, as is
our objectivity as an independent publisher. A balance of practical
articles, case studies and thought-leader insight equips you with a
powerful management tool-kit for the twenty-first century.

For more information visit http://first.emeraldinsight.com/about

“ ”
Final thought ...
Watch, listen, and learn. You can’t know it all
yourself ... anyone who thinks they do is destined
for mediocrity. 
Donald Trump 

http://first.emeraldinsight.com
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