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Abstract: 

This paper investigates the implications of inter-organizational networks and relationships (as informal 

institutions) for firms’ strategic choices and performance in emerging economies, testing two key propositions 

of the institution-based view of strategy proposed by institutional strategy literature. First, informal constraints 

will play a larger role in emerging economies, reducing uncertainty, providing guidance, and conferring 

legitimacy and rewards to managers and firms, where formal constraints are unclear or fail. Second, as formal 

market-supporting institutions are gradually implemented, a gradually reduced role of interpersonal 

relationships and more reliance on market-based capabilities will be observed. To test these two key 

propositions, business groups in multiple emerging economies are investigated, including China, Korea, Chile, 

India, Russia, Hungary, Poland, Czech Republic, and Indonesia. The investigation of business groups in 

multiple emerging economies confirms both key propositions. In essence, this paper tries to answer the question 

of ‘how institutions matter’, particularly in emerging economies. 
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I. INTRODUCTION 
 

As emerging economies are increasingly considered as important markets in the global economy, more studies 

have focused on the differences between developed and emerging economies, particularly in terms of the 

institutional contexts. In other words, an increasing number of studies have investigated how different 

institutional environments in emerging economies affect firms‟ behavior, strategic choices, and performance. 

McMillan (2007) indicates that when markets work smoothly in developed economies, the market-supporting 

institutions are almost invisible, however, when markets work poorly in emerging economies, the absence of 

strong market-supporting institutions is conspicuous. In essence, scholars have increasingly recognized that 

informal institutions significantly affect the strategy and performance of firms in emerging economies (e.g. 

Hoskisson et al., 2000; Wright et al., 2005). As Peng (2002) and Peng et al. (2008; 2009) argue, the institution-

based view of strategy has emerged as one of the critical perspectives in strategic management as well as in 

international business research, complementing the traditional industry-based and resources-based view of 

strategies, particularly in terms of informal institutions in emerging economies.  

    This paper aims to test two key propositions of the institution-based view of strategy. First, this paper 

investigates how informal institutions, such as inter-organizational networks and relationships, affect firms‟ 

strategic choices and performance in emerging economies. In other words, this paper examines the proposition 

that informal constraints will play a larger role in reducing uncertainty, providing guidance, and conferring 

legitimacy and rewards to managers and firms in emerging economies where formal constraints are unclear or 

fail. Second, this paper also investigates the proposition that, as formal market-supporting institutions are 

gradually implemented, a gradually reduced role of interpersonal relationships and more reliance on market-

based capabilities will be observed. To test these two key propositions of the institution-based view of strategy, 

this paper investigates, specifically, business groups in multiple emerging economies. 

    These two key propositions of the institution-based view of strategy have already been discussed by Peng et 

al. (2008; 2009). First, Peng et al. (2009, p.68) argue that: “while formal and informal institutions combine to 

govern firm behavior, in situations where formal constraints are unclear or fail, informal constraints will play a 

larger role in reducing uncertainty, providing guidance, and conferring legitimacy and rewards to managers and 
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firms”. Second, Peng et al. (2009, p.69) further contend that “the more formal market-supporting institutions 

develop in emerging economies, the more we can expect a reduced reliance on informal network-based 

strategies and a heavier reliance on arm‟s-length market-based strategies”. Therefore, this paper provides, in 

essence, concrete supports for the Peng et al.‟s (2008; 2009) observations, investigating business groups in 

diverse emerging economies. 

    Non-market political strategies used in developed economies may be less effective in emerging economies 

where generally nontransparent political and regulatory environments exist (Peng et al., 2008). Thus, growing 

body of research has focused on emerging economies in the context of institutional uncertainty where informal 

institutions, such as social norms, trust, personal ties, and interpersonal networks and relationships, are critical 

in terms of facilitating cooperation (Chung, 2006; Kostova and Roth, 2002; Luo and Chung, 2005; Peng et al., 

2008; Peng et al., 2009; Puffer and McCarthy, 2007; Zhu and Chung, 2014). But, the majority of studies on the 

impact of informal institutions on firms‟ strategic choices and performance in emerging economies have mainly 

focused on the interpersonal and inter-organizational networks in China (particularly in connection with guanxi) 

which may serve as informal substitutes for formal institutional support (e.g. Fletcher and Fang, 2006; Peng and 

Luo, 2000; Park and Luo, 2001; Peng and Zhou, 2005). For instance, Peng and Luo (2000) demonstrate that 

managers‟ „micro‟ interpersonal relationships with top executives at other firms and with government officials 

in China help improve a „macro‟ inter-organizational strategy of relying on the networks and alliances to grow a 

firm. 

    Some scholars argue that the proliferation and intensification of networks and relationships in China result 

from the Chinese culture (e.g. Redding, 1990). However, the guanxi-style inter-organizational networks and 

relationships, such as business groups, are also found in other emerging economies (e.g. Chile, Russia, 

Indonesia, Korea, the Czech Republic, Hungary, Poland, India, etc.). The inter-organizational networks and 

relationships (e.g. business groups) in these countries have influenced on firms‟ strategic choices and 

performance particularly during these countries‟ institutional transitions. Therefore, this paper investigates the 

inter-organizational networks and relationships not only in China but also in other emerging economies to test 

two key propositions of the institution-based view of strategy. 

    In sum, beyond Peng et al.‟s (2008; 2009) observations, this paper tests two key propositions of the 

institution-based view of strategy, examining business groups in multiple emerging economies. 

 

II. LITERATURE REVIEW 
 

A. Institution-Based View of Strategy and Emerging Economies 

 

Based upon the concept of the „rules of the game‟, North (1991, p.97) defines institutions as “the humanly 

devised constraints that structure political, economic, and social interaction”. In specific, North (1991) identifies 

two different types of institutions, that is, formal rules (e.g. constitutions, laws, property rights) and informal 

constraints (e.g. sanctions, taboos, customs, traditions, codes of conducts). In a similar manner, Scott (2014, 

p.56) defines institutions as “regulative, normative, and cultural-cognitive elements that, together with 

associated activities and resources, provide stability and meaning to social life”. In Scott‟s definition, 

institutions can also be broadly classified as formal and informal ones. In other words, North‟s division of 

institutions into formal and informal ones is complementary to Scott‟s classification of institutions by three 

dimensions (i.e. regulative, normative, and cognitive) (Peng et al., 2009). Peng et al. (2008) illustrate that 

institutions govern societal transactions in the areas of politics, law, and society in connection with the issues 

such as corruption, transparency, economic liberalization, regulatory regime, ethical norms, and attitudes 

toward entrepreneurship. 

    While global economy is increasingly integrated, organizations are facing a significant challenge, that is, 

diverse institutional contexts across global markets which pose a different set of opportunities and threats. In the 

last decade, emerging economies have particularly assumed an increasingly prominent position in the global 

economy and the growing importance of emerging economies is reflected in the volume of research in recent 
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years. As emerging economies, whose institutional contexts are significantly different from those in developed 

economies, are explored more, scholars have increasingly recognized that informal institutions significantly 

affect the strategy and performance of firms in emerging economies (e.g. Hoskisson et al., 2000; Wright et al., 

2005). As McMillan (2007) argues, when markets work smoothly in developed economies, the market-

supporting institutions are almost invisible, however, when markets work poorly in emerging economies, the 

absence of strong market-supporting institutions is conspicuous. Consequently, the significant differences in 

institutional contexts between developed and emerging economies have forced scholars to examine these 

differences more, pushing the institutional approach to one of the critical perspectives in the international 

business strategy research. 

    The collection of papers in two journal special issues showed the rise of the institutional approach as a 

dominant perspective in strategy research on emerging economies (i.e. Hoskisson et al., 2000; Wright et al., 

2005). In the Academy of Management Journal special issue on strategy research in emerging economies, 

edited by Hoskisson et al. (2000), seven out of thirteen papers rely primarily on the institutional approach (Peng 

et al., 2008). Hoskisson et al. (2000), thus, consider the institutional theory perspective as one of the most 

influential three perspectives on strategy in emerging economies (together with transaction cost 

economics/agency theory perspective and resource-based perspective). Hoskisson et al. (2000, p.252) note that 

“in the early stages of market emergence, institutional theory is preeminent in helping to explain impacts on 

enterprise strategies...because government and societal influences are stronger in these emerging economies 

than in developed economies”. But, Hoskisson et al. (2000, p.252) also note that as markets mature, the 

importance of institutional theory may decline. That is, as emerging economies become more developed, 

“transaction cost economics and, subsequently, the resource-based view are more important”. In the Journal of 

Management Studies special issue on strategy research in emerging economies, edited by Wright et al. (2005), 

seven out of eight papers are also institutional papers (Peng et al., 2008).  

    The papers in these two journal special issues investigate a variety of issues on strategies for emerging 

economies, including domestic strategies in emerging economies (Peng and Luo, 2000; White, 2000), business 

groups (Chang and Hong, 2000; Guillen, 2000; Khanna and Palepu, 2000; Wan, 2005; Yiu et al., 2005), foreign 

investment strategies (Child & Tsai, 2005; Chung and Beamish, 2005; Delios and Henisz, 2000; Hitt et al., 

2000; Isobe et al., 2000; Meyer and Nguyen, 2005), privatization (Filatotchev et al., 2000; Uhlenbruck and De 

Castro, 2000), and internationalization strategies for firms based in emerging economies expanding abroad 

(Brouthers et al., 2005). The papers in these two journal special issues show that, as Peng et al. (2008) point out, 

the institutional theory becomes the most frequently drawn upon theoretical tool to better understand the 

unfolding competition in emerging economies. 

    Marquis and Raynard (2015) categorize, broadly, the institutional strategies into three dimensions: relational, 

infrastructure-building, and socio-cultural-bridging. Among these three dimensions, this paper examines 

relational strategies in emerging economies more in detail in the following section, because relational strategies 

primarily concern the inter-organizational networks and relationships.  

    Infrastructure-building strategies focus on the importance of commercial, technological, and physical 

infrastructures to facilitate market interactions and transactions, since the absence or limitation of such 

infrastructure causes a number of challenges to firms (Marquis & Raynard, 2015). As Ault and Spicer (2014) 

point out, where key market information is not readily available or reliable, and formal rules are not established 

or well defined, firms face additional uncertainty and challenges. Thus, a number of researchers have studied on 

the elements of institutional infrastructure needed to facilitate commercial activities in emerging economies 

where infrastructure (i.e. information) is not present or marginally developed (e.g. Mair et al., 2012; Uzo & 

Mair, 2014). A number of researchers have also studied on the underdeveloped commercial and physical 

infrastructures in emerging economies, such as inadequate communication technology, transportation 

infrastructure, power generation capabilities, and distribution channels (e.g. Hitt et al., 2000; Miller, 1998; 

Luthra et al., 2005). In essence, firms are engaging in collective action in order to overcome problems 

associated with a lack of adequate or reliable information, or underdeveloped physical and commercial 

infrastructures (Marquis and Raynard, 2015). The use of existing global standards is another type of 
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infrastructure-building strategy in emerging economies (Guler et al., 2002). Global standards have attracted 

more international attention recently as global consumers increasingly focus on labor and environmental 

conditions (Bartley, 2003; 2007; Marquis and Raynard, 2015; Tarnovskaya, 2012). However, some scholars 

raise questions about whether adopting these global standards make it easier for firms in emerging economies to 

only comply with global norms symbolically (e.g. Marquis and Qian, 2014; Okhmatovskiy and David, 2014; 

Tilcsik, 2010). Lastly, consumer tastes and preferences in emerging economies may be different from those in 

developed economies (or home countries). Thus, firms must first establish the legitimacy of an entire product 

category in order to market effectively their specific products in emerging economies (Marquis and Raynard, 

2015). 

    As Okhmatovskiy (2010, p.1039) describes, market transactions “do not happen in a vacuum, but in specific 

social, cultural, and political context”. Through socio-cultural bridging strategies, as Marquis and Raynard 

(2015) argue, firms both attend to and shape the socio-cultural and demographic characteristics of their 

competitive environment, since firms are not merely subject to socio-cultural and demographic issues, but also 

active participants. In a similar perspective, Khanna et al. (2005) maintain that many multinationals are either 

powerful enough to alter the context in which they operate, or their products or services are valued enough to 

force dramatic changes in local markets. In emerging economies, firms are faced with diverse social-cultural 

and demographic issues. Some scholars point out that demographic challenges, such as a young workforce, lack 

of available skilled workers, and increasing urbanization, are especially problematic in emerging economies 

(Hiatt and Sine, 2014; Mahon et al., 2004). To tackle these issues, firms have heavily invested in employee 

training and development, brought over experts and managers from their home countries, and made location 

decisions based on the availability of skilled labor (Arnold and Quelch, 1998; Kostova and Roth, 2002; Puffer 

et al., 2010). There is growing empirical evidence that establishing a core group of local talent is critical to 

understanding local conditions and cultural norms (Marquis and Raynard, 2015). London and Hart (2004, 

p.364) emphasize the need for social embeddedness, that is: “the ability to create competitive advantage based 

on a deep understanding of and integration with the local environment”. The enduring legacies of Soviet-style 

market economies and communist regimes, particularly in transition economies, are also critical aspects in 

terms of socio-cultural bridging strategies (Kriauciunas and Kale, 2006; Li et al., 2013; Pop-Eleches, 2007). For 

example, under these legacies, there are still social expectations from both the labor force and the public that 

firms should provide healthcare, education, and accommodation for employees and their families (Han et al., 

2014; Zu and Song, 2009). A greater appreciation of these legacies is critical for understanding how local 

norms, values, and expectations continue to enable and constrain firms‟ behavior and strategic action in 

emerging economies (Han et al., 2014). In essence, responding appropriately to socio-cultural expectations is 

critical for gaining access to resources, legitimacy, and social approval (Oliver, 1991; Pfeffer and Salancik, 

1978). 

 

B. Inter-Organizational Networks and Relationships in Emerging Economies: Focusing on China 

 

Among three dimensions of the institutional strategies above, relational strategies concern the inter-

organizational networks and relationships in emerging economies. The basic argument of relational strategy is 

that effective management of relationships with both internal and external actors enables a firm not only to 

enhance its competitive position in the market, but also to ensure the stability and certainty of its resource 

exchanges (Marquis and Raynard, 2015). But, as Peng et al. (2008) point out, while some firms in developed 

economies actively seek to shape the „rules of the game‟ in their favor, such political strategies may be less 

effective in emerging economies because of generally non-transparent political and regulatory environments. In 

this regard, a growing body of research has emphasized the importance of interpersonal networks, social capital, 

and informal institutions in emerging economies to deal with institutional uncertainty and to facilitate 

cooperation (Chung, 2006; Kostova and Roth, 2002; Luo and Chung, 2005; Peng et al., 2008; Peng et al., 2009; 

Puffer and McCarthy, 2007; Zhu and Chung, 2014). For example, Peng and Luo (2000) found that managers 

have heavily relied on interpersonal networks, such as alliances and inter-organizational agreements, as 
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informal substitutes for weak market structures in transition economies. Studies also show that the integration of 

corporate political strategies with market strategies in emerging economies is critical because the boundaries 

between government and business, oftentimes, are not clear in these economies (Keim and Hillman, 2008; Li et 

al., 2013; Sun et al., 2012, Wang, 2014). Puffer et al. (2010) found that entrepreneurs in Russia and China relied 

heavily on informal connections and relationships (i.e. „blat‟ in Russia and „guanxi‟ in China) to reduce 

uncertainty and to facilitate business transactions.  

    However, a growing body of research also exhibits that close ties with the government and other political 

actors in emerging economies are associated with risks. For instance, direct ties to the government may expose 

a firm to strong pressures to divert its resources to advance political goals and agendas (Marquis and Qian, 

2014; Okhmatovskiy, 2010). In addition, the stakeholder management approach to relational strategy based on 

developed economies may require adjustments for emerging economies. In other words, the strategy of 

balancing the claims of primary stakeholder groups may not be effective or feasible in emerging economies 

(Marquis and Raynard, 2015). While a positive relationship can be assumed in developed economies concerning 

the relationship between corporate social and financial performance, the reverse can also be true in emerging 

economies because a local government may focus more on economic development and job creation than 

corporate social responsibility. 

    Peng and Luo (2000) demonstrate that managers‟ „micro‟ interpersonal ties with top executives at other firms 

and with government officials in China help improve „macro‟ organizational performance. The authors also 

suggest that this micro-macro link differs among firms based on ownership types, business sectors, size, and 

industry growth rates. But, while managerial ties are necessary for good performance, other traditional strategy 

variables are still necessary to drive performance. Peng and Luo (2000) show that: (1) ties with government 

officials are more important than ties with managers at other firms; (2) the impact of personal ties with 

managers at other firms on market share is likely to be stronger for firms in low-growth industries; (3) although 

managerial ties are important, a firm also needs to have capabilities, such as quality and advertising, for better 

firm performance; and (4) it is easier for managerial ties to have an impact on market share than on return on 

assets. 

    Park and Luo (2001, p.455) define guanxi as “the concept of drawing on a web of connections to secure 

favors in personal and organizational relations”. While guanxi is embedded in every aspect of Chinese social 

life, firms, in terms of guanxi cultivation, show different needs and capacity. Park and Luo (2001) develop an 

integrative framework theorizing guanxi utilization and examine the impact of guanxi on firm performance, 

particularly on sales growth and on net profit growth. The authors found that while institutional, strategic, and 

organizational factors are critical determinants of guanxi with competitive forces, only institutional and strategic 

factors are significant for guanxi utilization with government authorities. In essence, Park and Luo (2001) argue 

that guanxi can lead to higher firm performance, but is limited to sales growth with little impact on profit 

growth. The authors further argue that guanxi benefits market expansion and competitive positioning, but it 

does not enhance internal operation. 

    Fletcher and Fang (2006) note that there are two basic approaches, broadly, to study culture and social 

behavior, that is: etic (concerns with identifying universal dimensions that underlie cultural differences) and 

emic (holds that attitudes and behaviors are expressed in a unique way in each culture). The authors argue that 

culture, in Asian markets, can be better understood through cultural groupings (e.g. ethnic grouping) than 

through politically defined and artificially created national boundaries. In addition, the assessment and 

comparison of cultural differences and similarities in Asia can be examined by an enlarged emic approach. 

Fletcher and Fang (2006) maintain that a possible Asian cultural dimension is Yin Yang (Fang, 2003) or 

„embracing paradox (if an emic-embedded approach to Asian environments is applied) and the Yin Yang 

approach to life is not reflected in the etic theory of culture. 

    Peng and Zhou (2005) note that institutions have multiple dimensions, such as political, legal, and economic 

ones, and they are closely connected and mutually reinforcing. Thus, institutional transitions may manifest 

diverse patterns due to different dimensional changes at different speeds. Peng and Zhou (2005), focusing on 

the intermediate phase of institutional transitions in emerging economies in Asia, argue that as institutional 
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transitions unfold, strong-tie-based networks, instead of being phased out, are being transformed into weak-tie-

based networks in terms of network strength. The authors also argue that, in terms of network content, the 

various scale and scope of institutional transitions shape the content of different networks which focus on 

business-to-government and business-to-business relationships. In essence, Peng and Zhou (2005) suggest that 

networks not only differ in strength but also in content. Also, the evolution of networks is driven by different 

dimensions of institutional transitions governing business-to-government and business-to-business 

relationships. 

 

III. RESEARCH METHODOLOGY 
 

As discussed above, this paper aims to test two key propositions of the institution-based view of strategy. To 

test these two key propositions, an extensive literature review was performed, including business groups in 

multiple emerging economies such as China, Korea, Chile, India, Russia, Hungary, Poland, Czech Republic, 

and Indonesia. 

    In specific, beyond summarizing the recent research on the institution-based view of strategy, inter-

organizational networks and relationships (as informal institutions), and business groups in multiple emerging 

economies, this paper provides an integration of literatures and offers an integrated framework, investigating 

not only China but also other emerging economies in terms of informal institutions (i.e. business groups). In 

essence, this piece is a conceptual paper, focusing on integration and proposing new relationships among 

constructs (i.e. inter-organizational networks and relationships, such as business groups, as informal institutions; 

emerging economies; firms‟ behavior, strategic choices, and performance).  

    As Gilson and Goldberg (2015) point out, conceptual papers should take a problem-focused approach and 

address what‟s new question thoroughly. In addition, Gilson and Goldberg (2015, p.128) further describe that 

“unlike a theory paper, conceptual pieces need not propose new theory at the construct level, but rather they 

seek to bridge existing theories in interesting ways, link work across disciplines, provide multi-level insights, 

and broaden the scope of our thinking”. In this regard, this paper tries to bridge the existing theories of the 

institution-based view of strategy particularly in connection with emerging economies and to broaden the scope 

of research on the inter-organizational networks and relationships to encompass diverse emerging economies 

beyond China. 

    A good conceptual paper may also build theory by offering propositions regarding previously untested 

relationships (Gilson and Goldberg, 2015).  Although this paper does not build new theories, it tests two key 

propositions of the institution-based view of strategy, offering a bridge between validation and usefulness. 

 

IV. RESEARCH QUESTIONS 
 

Through the institutional literature, scholars have studied both formal institutions (e.g. laws, rules, regulations) 

and informal institutions (e.g. cultures, norms, values, ethics). As described above, North‟s (1991) division of 

institutions into formal and informal ones is complementary to Scott‟s (1995; 2008; 2014) classification of 

institutions by three dimensions (i.e. regulative, normative, and cognitive). In other words, both North (1991) 

and Scott (1995; 2008; 2014) support the argument that research on institutions needs to investigate both formal 

and informal components. 

    This paper aims to test two key propositions of the institution-based view of strategy. First, this paper 

investigates how informal institutions, particularly in emerging economies, such as inter-organizational 

networks and relationships, affect firms‟ strategic choices. In other words, this paper examines the proposition 

that informal constraints will play a larger role in reducing uncertainty, providing guidance, and conferring 

legitimacy and rewards to managers and firms in emerging economies where formal constraints are unclear or 

fail. Second, this paper also investigates the proposition that, as formal market-supporting institutions are 

gradually implemented, a gradually reduced role of interpersonal relationships and more reliance on market-
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based capabilities will be observed. To test these two key propositions of the institution-based view of strategy, 

this paper examines, specifically, business groups in multiple emerging economies. 

    As mentioned earlier, these two key propositions have already been discussed by Peng et al. (2008; 2009). 

Based on the complementary approach to institutions and, also, extending this complementary approach to 

strategic management, Peng et al. (2009) introduced two important perspectives on the institution-based view of 

strategy. First, Peng et al. (2009, p.68) argue that: “while formal and informal institutions combine to govern 

firm behavior, in situations where formal constraints are unclear or fail, informal constraints will play a larger 

role in reducing uncertainty, providing guidance, and conferring legitimacy and rewards to managers and 

firms”. Second, Peng et al. (2009, p.69) further point out that “the more formal market-supporting institutions 

develop in emerging economies, the more we can expect a reduced reliance on informal network-based 

strategies and a heavier reliance on arm‟s-length market-based strategies”. Beyond Peng et al.‟s (2008; 2009) 

observations, this paper tries to test these two key propositions of the institution-based view of strategy, 

examining business groups in multiple emerging economies. 

 

V. IMPLICATIONS OF THE INSTITUTION-BASED VIEW OF STRATEGY FOR EMERGING 

ECONOMIES 
 

Considering the development of new institutionalism in the social sciences (Oliver, 1997; Peng et al., 2008; 

Peng et al., 2009; Scott, 1995; 2008; 2014), both strategic management and international business scholars have 

increasingly become aware of institutions as more than background conditions. The traditional industry-based 

and resource-based views of strategy are criticized for not actively considering the formal and informal 

institutional environments, assuming institutions just as „background‟, that provide the context of competition 

(Peng, 2000; Peng et al., 2008; Peng et al., 2009). Peng et al. (2008) point out that the industry-based and 

resource-based views‟ lack of attention to context is primarily attributed to the research on competition in the 

U.S., where a relatively stable, market-based institutional framework can be assumed. In other words, while 

both the industry-based and resource-based views have dealt with institutional environments, they have mainly 

focused on the ‟task environments‟, such as economic variables (e.g. market demand, changes in technology). 

Namely, studies based on the industry-based and resource-based views have rarely looked beyond the task 

environments to examine the interaction among institutions, organizations, and strategic choices (Narayanan 

and Fahey, 2005; Peng et al., 2008; Teegen et al., 2004).  

    It is very clear that treating institutions as background will not move strategy research forward much, 

particularly in connection with emerging economies. In order to consider the significant differences in 

institutional frameworks between developed and emerging economies, scholars should pay more attention to the 

institutional factors in addition to the traditional industry-based and resource-based factors. As described earlier, 

McMillan (2007) indicates that when markets work smoothly in developed economies, the market-supporting 

institutions are almost invisible. In contrast, when markets work poorly in emerging economies, the absence of 

strong formal institutions is conspicuous. Thus, scholars should be much more conscious of the relationship 

between institutions and firms, particularly in emerging economies. Moreover, some scholars argue that treating 

institutions as just background is insufficient for deep understanding of firms‟ strategic behaviors (or choices) 

and performance even in developed economies (Clougherty, 2005; Ingram and Silverman, 2002; Oliver, 1997; 

Scott, 2008; 2014).  

    Peng et al. (2008, p.923) contend that “institutions directly determine what arrows a firm has in its quiver as 

it struggles to formulate and implement strategy and to create competitive advantage”. The institution-based 

view of strategy, treating institutions as independent variables, focuses on the interaction between institutions 

and firms. In addition, the institution-based view of strategy considers, as Peng et al. (2009) describe, firms‟ 

strategic choices as the outcome of the interaction between institutions and firms. In specific, firms‟ strategic 

choices are not only driven by industry conditions and firm capabilities, but also a reflection of the formal and 

informal constraints of a particular institutional framework that firms confront (Peng et al., 2009). In essence, 

the institution-based view of strategy helps scholars answer the question of „how institutions matter‟, 
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particularly in the context of emerging economies. Testing two key propositions of the institution-based view of 

strategy, this paper also tries to answer the question of „how institutions matter‟, particularly in connection with 

informal institutions, in emerging economies. 

 

VI. SIGNIFICANCE OF INFORMAL INSTITUTIONS IN EMERGING ECONOMIES 
 

Although China has shown sustained economic growth for the last three decades, some scholars have 

questioned China‟s strong economic growth under its relatively weak formal institutions. For instance, Boisot 

and Child (1996) question that how China could achieve such rapid rates of growth, while retaining 

underdeveloped formal institutional structures. In response to this question, Peng et al. (2008, p.927) suggest 

that “interpersonal networks (guanxi) cultivated by managers in the society may serve as informal substitutes 

for formal institutional support”. Peng et al. (2008:927) further suggest that “micro, interpersonal relationships 

among managers are translated into a macro, inter-organizational strategy of relying networks and alliances to 

grow the firm, thus leading to a micro-macro link”. This Peng et al.‟s (2008) suggestion can be considered as a 

key institutional proposition and is also equivalent to the first proposition tested by this paper, that is: although 

both formal and informal institutions shape firms‟ strategic choices, in situations whereby formal institutions 

are weak, informal institutions, such as inter-organizational networks and relationships, rise to play a larger role 

in terms of firms‟ strategic choices and performance (Peng et al., 2009). 

    Although the term guanxi represents the unique Chinese culture which emphasizes connections to secure 

favors in personal and organizational relations, informal institutional environments similar to Chinese guanxi-

based inter-organizational networks and relationships are also found in other countries, particularly in emerging 

economies (e.g. business groups). Thus, this paper investigates some emerging economies which exhibit 

informal institutional environments similar to China (particularly in terms of inter-organizational networks and 

relationships) in order to examine the implications of informal institutions for firms in emerging economies. 

Especially, this paper investigates business groups, as informal institutions, in several emerging economies. 

This investigation of business groups tests the first proposition of the institution-based view of strategy of this 

paper. Moreover, this investigation of business groups also tests the second proposition of the institution-based 

view of strategy of this paper, that is: as formal market-supporting institutions are gradually implemented, a 

gradually reduced role of interpersonal relationships and more reliance on market-based capabilities will be 

observed. 

    But, informal institutions, such as inter-organizational networks and relationships, are not only relevant for 

emerging economies but also relevant for developed economies in terms of firms‟ strategic choices and 

performance. Peng et al. (2009, p.68) argue that “even in developed economies, formal rules make up only a 

small (though important) part of institutional constraints, and informal connections are pervasive”. Peng et al. 

(2009, p.68) further contend that “just as firms compete in product markets, firms also fiercely compete in 

political markets characterized by informal relationships”. 

 

VII. INTER-ORGANIZATIONAL NETWORKS AND RELATIONSHIPS IN EMERGING 

ECONOIES: BUSINESS GROUPS AS INFORMAL INSTITUTIONS 
 

A. Korea  

 

While their characteristics may be different from country to country, business groups are not specific to Korea 

and they are widespread in many emerging economies. This phenomenon can be explained as a response to 

market imperfections (Leff, 1978). In other words, business groups replace poorly performing or nonexistent 

economic institutions taken for granted in developed economies (Chang and Hong, 2000). Chang and Hong 

(2000) argue that business groups, in some cases, offer efficient forms of governance since firms affiliated with 

groups tend to produce higher profitability than independent firms in the same countries. 
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    Chang and Hong (2000, p.429) define a business group as “a gathering of formally independent firms under 

the single common administrative and financial control of one family” and examine the economic performance 

of the firms associated with the Korean business groups (i.e. chaebols) by addressing group-wide resource 

sharing and internal business transactions. The authors argue that two factors mainly influenced the emergence 

of chaebols in Korea. First, the market imperfection faced by Korean firms encouraged firms to pursue 

internalization. Second, while pursuing aggressive, export-oriented development policy, the Korean government 

provided various supports and subsidies for business groups, distorting further the market mechanism. Chang 

and Hong (2000, p.431) indicate that “shaped by market imperfection and government intervention, the Korean 

business groups have become both extremely diversified and highly integrated”. 

    Chang and Hong‟s (2000) study shows that group-affiliated firms in Korea benefit from group membership 

through sharing intangible and financial resources with other member firms. The study also shows that various 

forms of internal business transactions, such as debt guarantee, equity investment, and internal trade, are 

extensively used among group-affiliated firms in Korea for the purpose of cross-subsidization. The authors 

argue that the Korean business groups are generating real economies of scale and scope. In general, the Korean 

business groups are efficient economic organizations which can minimize transaction costs caused by market 

inefficiencies prevalent in emerging economies.  

    The study on the Korean business groups by Chang and Hong (2000) confirms the first proposition of the 

institution-based view of strategy of this paper. 

 

B. Chile 

 

Khanna and Palepu (2000) investigate the variation in the extent to which firms benefit from their affiliation 

with Chilean business groups in the 1988-1996 period. The authors point out that the central theoretical issue of 

interest concerns the effects of the institutional context on the relative values of different organizational forms. 

Chile offers an ideal setting for analysis, because it has experienced extensive and early changes in its 

institutional context especially in terms of market development. Khanna and Palepu (2000) examine the 

changes in value creation by Chilean business groups between the late 1980s and the mid 1990s. In specific, the 

authors are interested in the changes in performance effects of business group affiliation as institutional context 

changes. 

    A number of studies emphasize that institutions affect economic outcomes (e.g. Hoskisson et al., 2000; 

Marquis and Raynard, 2015; North, 1991; Peng et al., 2008; 2009; Peng and Zhou, 2005). In emerging 

economies, a variety of market failures exist mainly because of an inefficient institutional context (particularly 

because of an imperfect formal institutional environment), resulting in more transaction costs. Thus, Khanna 

and Palepu (2000, p.269) point out that “an enterprise can often be more profitably pursued as part of a large 

diversified business group that can act as an intermediary between individual entrepreneurs and imperfect 

markets”. 

    Khanna and Palepu (2000) found that, in Chile, affiliates of the most extensively diversified business groups 

outperformed focused unaffiliated firms in the early years of their data. This result is in contrast to the 

observation in developed economies. The authors also found that, as context changes, the benefits of group 

affiliation change. In other words, there is stronger evidence of the decline in the extent of non-diversification-

related group benefits. Since the passage of time is correlated with the emergence of an array of specialized 

intermediaries, Khanna and Palepu (2000) conjecture that such decline in benefits is caused by a lowering in the 

costs of transacting through the market.  

    Therefore, the study on the Chilean business groups by Khanna and Palepu (2000) confirms both the first and 

the second propositions of the institution-based view of strategy of this paper. 

 

C. India 
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Kedia et al. (2006, p.559) define a business group as “a set of firms which, though legally independent, are 

bound together by a constellation of formal and informal ties and are accustomed to taking coordinated action”. 

The authors note that business groups tend to fill up the institutional voids created by imperfect capital, labor, 

and product markets. Further, group ties enable affiliated members to reap distinct benefits normally impossible 

on the part of non-group firms. 

    Kedia et al. (2006, p.559) examine the evolution and transformation of Indian business groups over two 

economic eras: pre-reform era (pre 1991) and reform era (post 1991). In order to understand institution-

influenced Indian business groups, Kedia et al. (2006) introduce the concept of „institutional relatedness‟. That 

is, a dense network of ties with dominant institutions will provide business groups with three non-market forms 

of capital to leverage: social, political, and reputational. 

    But, while a substantial number of business groups have continued to exist and contributed to Indian 

economy for decades, these business groups‟ behavioral and performance patterns have been influenced by the 

changes in Indian national institutional framework. In specific, the pre-reform era in India, for the most part, is 

associated with market deficiency, the lack of well-functioning financial, product, and labor markets. Namely, 

“Indian economic structure was characterized by near-absence of efficient markets” (Kedia et al., 2006, p.563). 

This market imperfection posed substantial problems for firms. However, as Kedia et al. (2006) point out, a 

well-diversified group structure could create more value than a stand-alone firm in such conditions. 

    In contrast, around 1990 and thereafter (reform era), several economic reforms (including liberalization and 

deregulation) were initiated by the Indian central government and these reforms brought changes in the 

institutional frameworks for business groups in India (Kedia et al., 2006). Due to the changes in economic and 

business environments, the Indian business groups were exposed to significantly different business 

environment, but, the changes presented the business groups with increased opportunities for relatively 

unregulated growth and increased diversification (Kedia et al., 2006). In response to these institutional changes, 

the Indian business groups reexamined their earlier strategies and pursued restructuring activities. This Indian 

business groups‟ response to the institutional changes was similar to the response in the developed economies. 

In other words, in the developed economies (particularly in the U.S.), there was increasing evidence that 

although unrelated diversification added value in the earlier decades, it did not help firms create value in the 

later decades (Berger and Ofek, 1995). Thus, firms took extensive restructuring in the 1980s and 1990s.  

    The findings on Indian business groups by Kedia et al., (2006) confirm both the first and the second 

propositions of the institution-based view of strategy of this paper. 

 

D. Russia 

 

Puffer and McCarthy (2007) investigate the role of the state and the type of capitalism that is evolving in 

Russia. Puffer and McCarthy (2007, p.1) view this system “as consisting of three forms of network capitalism 

that coexist in this transition economy – market, oligarchic, and siloviki – and the relationships among them, all 

existing within the pervasive environment of the Russian state”. Puffer and McCarthy (2007: 1) argue that “the 

Russian economy will continue to be based for some time on the cognitive institutional pillar rather than the 

regulative pillar”. 

    The dissolution of the centrally planned economy also saw the dismantling of institutions, causing chaos 

throughout the entire economic system. The lack of institutional development was a major cause of Russia‟s 

unstable environment and the resulting reliance on informal relationships and traditional values (Puffer and 

McCarthy, 2007). Particularly, the authors point out that Russia‟s increasing political stability has not produced, 

still, a codified or diffused information system as well as a supporting institutional system. Consequently, 

Russia still depends on a „clan organizational form of capitalism‟ with the reliance on networks.  

    Specifically, in clans, transactions are based primarily on personal relationships rather than formal rules, 

leading to networks to accomplish business objectives (Puffer and McCarthy, 2007). Puffer and McCarthy 

(2007, p.3) further argue that “clans permit a local and personalized cognitive type of institutional order”. This 

cognitive institutional environment, rather than formal, rule-based regulative institutional environment, allows 
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networks to thrive in Russia. Puffer and McCarthy (2007) view this Russia‟s institutional environment as „a 

system of state-managed network capitalism‟. The authors predict that Russia will continue to develop its state-

managed, network capitalism. 

    The findings on Russia‟s state-managed, network capitalism by Puffer and McCarthy (2007) confirm the first 

proposition on the institution-based view of strategy of this paper. 

 

E. Central Europe: Hungary, Poland, and Czech Republic 

 

Spicer et al. (2000) investigate the debate over the efficacy of mass privatization programs in Central Europe by 

examining the institutional foundations of privatization theories. While advocates of rapid mass privatization 

emphasize the need to destroy old institutions rapidly in order to create new markets quickly, Spicer et al. 

(2000, p.631) argue that “rapid mass privatization destroys the old system of central planning but does not 

create the institutional foundations by which to achieve substantive restructuring in the post-privatization 

environment”. Spicer et al. (2000: 631) further argue that “a successful program of gradual reform process 

allows for the formation of new institutions to evolve gradually from the inherited network ties and social 

relations that defined the initial economic landscape of post-communist societies”. 

    The research on networks and social embeddedness of firms, according to Spicer et al. (2000), grows out of a 

basic observation that firms and individuals operating in turbulent environments often do not resort to 

bureaucratic or contractual methods to promote cooperation. This view reflects the prevalence of informal 

networks of local firms and political actors in communist economies, although the patterns of network 

organizations and identification of network members varied due to different national histories. In essence, the 

authors agree with Peng and Heath (1996) in that the lack of formal institutional mechanisms to support 

impersonal market exchange in post-socialist economies makes the role of informal agreements and relations 

even more important, leading many firms to pursue network strategies to grow under these institutional 

environments. 

    The findings on privatization in Central Europe by Spicer et al. (2000) confirm the first proposition on the 

institution-based view of strategy of this paper. 

 

F. Indonesia 

 

Dieleman and Sachs (2006) conducted an in-depth analysis of the strategy of the Salim Group, an ethnic 

Chinese conglomerate that migrated from China to Indonesia in 1938. They found that the strategy of the firm 

move from the relationship based model to the market-based model.  

    Dieleman and Sachs‟s (2006) study is based on Peng‟s (2003) proposition. Namely, as emerging economies 

undergo institutional transitions, firms increasingly adopt Western-style market-driven strategies, moving away 

from business transactions embedded in strong personal and political networks. Dieleman and Sachs (2006) 

postulate that there is a continuum between the relationship-based business model and the market-based model. 

In other words, none of these models appears in their pure form among Asian conglomerates and firms, 

depending on the situation, oscillate between these models at an irregular rate. Dieleman and Sachs (2006, 

p.531) propose that “the relationship-based strategy cannot be successful if it were not for the simultaneous 

pursuit of the market-based model”. Dieleman and Sachs (2006, p.532) further propose that “evolution from 

relationship- to market-based strategy is facilitated by generational transition in management”. 

    Dieleman and Sachs (2006) conclude that while both models are essential for a firm‟s success, the 

relationship-based model seems to be more important for the firm‟s early times and the market-based model 

becomes more significant during the recent institutional changes.  

    The findings on the strategy of the Salim Group by Dieleman and Sachs (2006) confirm the second 

proposition of the institution-based view of strategy of this paper. 

 

VIII. CONCLUSIONS 
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Both strategic management and international business scholars have increasingly become aware of institutions 

as more than background conditions. The traditional industry-based and resource-based views of strategy have 

not actively considered the formal and informal institutional environments and they assumed institutions just as 

„background‟ that provide the context of competition. However, it is very clear that treating institutions as 

background will not move strategy research forward much, particularly in connection with emerging 

economies. Scholars should pay more attention to the institutional factors in addition to the industry-based and 

resource-based factors in order to consider the significant differences in institutional contexts between 

developed and emerging economies. 

    Two key propositions of the institution-based view of strategy are tested through this paper. Especially, this 

paper investigates diverse business groups in multiple emerging economies in order to examine the implications 

of the inter-organizational networks and relationships (as informal institutions) for firms‟ strategic choices and 

performance in emerging economies. This investigation confirms both key propositions of the institution-based 

view of strategy. That is, this paper confirms that: first, informal constraints (such as business groups) will play 

a larger role in reducing uncertainty, providing guidance, and conferring legitimacy and rewards to managers 

and firms in emerging economies where formal constraints are unclear or fail (the business groups in Korea, 

Chile, India, Russia, Hungary, Poland, and Czech Republic confirm the first proposition) and; second, in 

emerging economies, as formal market-supporting institutions are gradually implemented, a gradually reduced 

role of interpersonal relationships and more reliance on market-based capabilities will be observed (the business 

groups in Chile, India, and Indonesia confirm the second proposition). 

    As indicated earlier, these two key propositions of the institution-based view of strategy have already been 

discussed by Peng et al. (2008; 2009). In essence, this paper aims to test these two key propositions beyond 

Peng et al.‟s (2008; 2009) observations, examining business groups in multiple emerging economies. In this 

perspective, this paper contributes to the current literature on the institution-based view of strategy especially in 

terms of emerging economy. In addition, testing these two key propositions, this paper also tries to answer the 

question of „how institutions matter‟, particularly in connection with informal institutions in emerging 

economies. 

    Some scholars (e.g. Boisot and Child, 1996) question that how China could achieve such rapid rates of 

growth, while retaining underdeveloped formal institutional structures. Peng et al. (2008) suggest that 

interpersonal networks in China (i.e. guanxi) may serve as informal substitutes for formal institutional support. 

In fact, a number of scholars (e.g. Fletcher & Fang, 2006; Park & Luo, 2001; Peng & Luo, 2000; Peng & Zhou, 

2005) have suggested that the proliferation and intensification of the inter-organizational networks and 

relationships in China is due to the Chinese culture. However, as this paper demonstrates, a number of emerging 

economies, in addition to China, are sharing very prominent informal institutional context of the inter-

organizational networks and relationships, such as business groups. In other words, a number of emerging 

economies are sharing very similar Chinese guanxi-style culture.  

   Although defining the relationship between national cultures and institutions is beyond the scope of this 

paper, we can consider culture as “a substratum of institutional arrangement” (Hofstede et al., 2002, p.800). 

More specifically, we can consider culture as “a part of informal institutions in the environment that underpin 

formal institutions” (Peng et al., 2008: 922). 

    Lastly, Peng et al. (2009, p.68) describe that, in developed economies, “just as firms compete in product 

markets, firms also fiercely compete in political markets characterized by informal relationships”. Japanese 

firms, particularly, are known for employing a specific type of the inter-organizational networks and 

relationships, that is, keiretsu. Therefore, having the impression that only emerging economies are relying on 

informal institutions is wrong. Informal institutions are not only relevant for emerging economies but also 

relevant for developed economies in terms of firms‟ strategic choices and performance. 

 

REFERENCES 
 

http://www.ijmsbr.com/


International Journal of Management Sciences and Business Research, Nov-2016 ISSN (2226-8235) Vol-5, Issue 11 

http://www.ijmsbr.com  Page 84 

Arnold, D.J., and Quelch, J.A., 1998, “New strategies in emerging markets,” Sloan       Management Review, 

40(1), 7-20. 

Ault, J.K., and Spicer, A., 2014, “The institutional context of poverty: state fragility as a predictor of cross-

national variation in commercial microfinance lending,” Strategic Management Journal, 35(12), 1818-

1838. 

Bartley, T., 2003, “Certifying forests and factories: States, social movements, and the rise of private regulation 

in the apparel and forest products fields,” Politics & Society, 31(3), 433-464.  

Bartley, T., 2007, “How foundations shape social movements: the construction of an organizational field and 

the rise of forest certification,” Social Problems, 54(3), 229-255. 

Berger, P.G., and Ofek, E., 1995, “Diversification‟s effect on firm value,” Journal of Financial Economics, 37, 

39-65. 

Boisot, M., and Child, J., 1996, “From fiefs to clans and network capitalism: explaining China‟s emerging 

economic order,” Administrative Science Quarterly, 41(4), 600-628. 

Brouthers, L.E., O‟Donnell, E., and Hadjimarcou, J., 2005, “Generic product strategies for emerging market 

exports into Triad nation markets: a mimetic isomorphism approach,” Journal of Management Studies, 

42(1), 225-245. 

Chang, S.-J., and Hong, J., 2000, “Economic performance of group-affiliated companies in Korea: intragroup 

resource sharing and internal business transactions,” Academy of Management Journal, 43(3), 429-448. 

Child, J., and Tsai, T., 2005, “The dynamic between firms‟ environmental strategies and institutional constraints 

in emerging economies: evidence from China and Taiwan,” Journal of Management Studies, 42(1), 95-

125. 

Chung, H.-M., 2006, “Managerial ties, control, and deregulations: an investigation of business groups entering 

the deregulated banking industry in Taiwan,” Asia Pacific Journal of Management, 23(4), 505-520. 

Chung, C.C., and Beamish, P.W., 2005, “The impact of institutional reforms on characteristics and survival of 

foreign subsidiaries in emerging economies,” Journal of Management Studies, 42(1), 35-62.  

Clougherty, J., 2005, “Antitrust holdup, cross-national institutional variation, and corporate political strategy 

implications for domestic mergers in a global context,” Strategic Management Journal, 26(8), 769-790. 

Delios, A., and Henisz, W.J., 2000, “Japanese firms‟ investment strategies in emerging economies,” Academy of 

Management Journal, 43(3), 305-323. 

Dieleman, M., and Sachs, W., 2006, “Oscillating between a relationship-based and a market-based model: The 

Salim Group,” Asia Pacific Journal of Management, 23, 521-536. 

Fang, T., 2003, “A critique of Hofstede‟s fifth national culture dimension,” International Journal of Cross 

Cultural Management, 3(3), 347-368. 

Filatotchev, I., Buck, T., and Zhukov, V., 2000, “Downsizing in privatized firms in Russia, Ukraine, and 

Belarus,” Academy of Management Journal, 43(3), 286-304. 

Fletcher, R., and Fang, T., 2006, “Assessing the impact of culture on relationship creation and network 

formation in emerging Asian markets,” European Journal of Marketing, 40(3/4), 430-446. 

Gilson, L.L., and Goldberg, C.B., 2015, “Editor‟s comments: so, what is a conceptual paper?” Group & 

Organization Management, 40(2), 127-130. 

Guillen, M.F., 2000, “Business groups in emerging economies: a resource-based view,” Academy of 

Management Journal, 43(3), 362-380. 

Guler, I., Guillen, M.F., and Macpherson, J.M., 2002, “Global competition, institutions, and the diffusion of 

organizational practices: the international spread of ISO 9000 Quality Certificates,” Administrative Science 

Quality, 47(2), 207-232. 

Han, Y., Zheng, E., and Xu, M., 2014, “The influence from the past: organizational imprinting and firms‟ 

compliance with social insurance policies in China,” Journal of Business Ethics, 122(1), 65-77.  

Hiatt, S.R., and Sine, W.D., 2014, Manu militari: Venture ties to coercive institutions in emerging economies, 

Working Paper, University of Southern California, Los Angeles, CA. 

http://www.ijmsbr.com/


International Journal of Management Sciences and Business Research, Nov-2016 ISSN (2226-8235) Vol-5, Issue 11 

http://www.ijmsbr.com  Page 85 

Hitt, M.A., Dacin, M.T., Levitas, E., Arregle, J.-L., and Borza, A., 2000, “Partner selection in emerging and 

developed market contexts: resource-based and organizational learning perspectives,” Academy of 

Management Journal, 43(3), 449-467. 

Hofstede, G., Van Deusen, C., Mueller, C., Charles, T., and Business Goals Network, 2002, “What goals do 

business leaders pursue? A study in fifteen countries,” Journal of International Business Studies, 33(4), 

785-803. 

Hoskisson, R.E., Eden, L., Lau, C.M., and Wright, M., 2000, “Strategy in emerging economies,” Academy of 

Management Journal, 43(3), 249-267. 

Ingram, P., and Silverman, B., 2002, „Introduction‟ in P. Ingram and B. Silverman (Eds.), The new 

institutionalism in strategic management, 1-30, Elsevier, Amsterdam. 

Isobe, T., Makino, S., and Montgomery, D.B., 2000, “Resource commitment, entry timing, and market 

performance of foreign direct investments in emerging economies: the case of Japanese international joint 

ventures in China,” Academy of Management Journal, 43(3), 468-484. 

Kedia, B.L., Mukherjee, D., and Lahiri, S., 2006, “Indian business groups: evolution and transformation,” Asia 

Pacific Journal of Management, 23, 559-577. 

Keim, G.D., and Hillman, A.J., 2008, “Political environment and business strategy: implications for managers,” 

Business Horizons, 51(1), 47-53. 

Khanna, T., and Palepu, K., 2000, “The future of business groups in emerging markets: long-run evidence from 

Chile,” Academy of Management Journal, 43(3), 268-285. 

Khanna, T., Palepu, K., and Sinha, J., 2005, “Strategies that fit emerging markets,” Harvard Business Review, 

83(6), 4-19. 

Kostova, T., and Roth, K., 2002, “Adoption of an organizational practice by subsidiaries of multinational 

corporations: institutional and relational effects,” The Academy of Management Journal, 45(1), 215-233. 

Kriauciunas, A., and Kale, P., 2006, “The impact of socialist imprinting and search on resource change: a study 

of firms in Lithuania,” Strategic Management Journal, 27(7), 659-679. 

Leff, N., 1978, “Industrial organization and entrepreneurship in the developing countries: the economic group,” 

Economic Development and Cultural Change, 26, 661-675.  

Li, Y., Peng, M.W., and Macaulay, C.D., 2013, “Market-political ambidexterity during institutional transitions,” 

Strategic Organization, 11(2), 205-213. 

London, T., and Hart, S.L., 2004, “Reinventing strategies for emerging markets: beyond the transnational 

model,” Journal of International Business Studies, 35(5), 350-370. 

Luo, X., and Chung, C.-N., 2005, “Keeping it all in the family: the role of particularistic relationships in 

business group performance during institutional transition,” Administrative Science Quarterly, 50, 404-439. 

Luthra, S., Mangaleswaran, R., and Padhi, A., 2005, “When to make India a manufacturing base,” McKinsey 

Quarterly, September, 19-28. 

Mahon, J.F., Heugens, P.P.M.A.R., and Lamertz, K., 2004, “Social networks and non-market strategy,” Journal 

of Public Affairs, 4(2), 170-189. 

Mair, J., Marti, I., and Ventresca, M.J., 2012, “Building inclusive markets in rural Bangladesh: how 

intermediaries work institutional voids,” Academy of Management Journal, 55(4), 819-850. 

Marquis, C., and Raynard, M., 2015, “Institutional strategies in emerging markets,” The Academy of 

Management Annals, 9(1), 291-335. 

Marquis, C., and Qian, C., 2014, “Corporate social responsibility reporting in China: symbol or substance?” 

Organization Science, 25(1), 127-148. 

McMillan, J., 2008, Market institutions, in L. Blum and S. Durlauf (Eds.), The New Palgrave Dictionary of 

Economics (2nd ed.), Palgrave, London. 

Meyer, K.E., and Nguyen, H.V., 2005, “Foreign investment strategies and sub-national institutions in emerging 

markets: evidence from Vietnam,” Journal of Management Studies, 42(1), 63-93.  

Miller, R.R., 1998, Selling to newly emerging markets, Greenwood Publishing Group, Westport, CT. 

http://www.ijmsbr.com/


International Journal of Management Sciences and Business Research, Nov-2016 ISSN (2226-8235) Vol-5, Issue 11 

http://www.ijmsbr.com  Page 86 

Narayanan, V.K., and Fahey, L., 2005, “The relevance of the institutional underpinnings of Porter‟s five forces 

framework to emerging economies: an epistemological analysis,” Journal of Management Studies, 42(1), 

207-223. 

North, D.C., 1991, “Institutions,” Journal of Economic Perspectives, 5(1), 97-112. 

Okhmatovskiy, I., 2010, “Performance implications of ties to the government and SOEs: a political 

embeddedness perspective,” Journal of Management Studies, 47(6), 1020-1047. 

Okhmatovskiy, I., and David, R.J., 2012, “Setting your own standards: Internal corporate governance codes as a 

response to institutional pressure,” Organizational Studies, 47(6), 1020-1047. 

Oliver, C., 1991, “Strategic responses to institutional processes,” Academy of Management Review, 16(1), 145-

179. 

Oliver, C., 1997, “Sustainable competitive advantage: combining institutional and resource-based views,” 

Strategic Management Journal, 18(9), 679-713. 

Park, H.-P., and Luo, Y., 2001, “Guanxi and organizational dynamics: organizational networking in Chinese 

firms,” Strategic Management Journal, 22, 455-477. 

Pfeffer, J., and Salancik, G.R., 1978, The external control of organizations: a resource dependence perspective, 

Harper & Row, New York, NY. 

Peng, M.W., 2002, “Towards an institution-based of business strategy,” Asia Pacific Journal of Management, 

19, 251-267. 

Peng, M.W., 2003, “Institutional transitions and strategic choices,” Academy of Management Review, 28(2), 

275-296. 

Peng, M.W., and Heath, P.S., 1996, “The growth of the firm in planned economies in transition: institutions, 

organizations and strategic choice,” Academy of Management Review, 21, 492-528. 

Peng, M.W., and Luo, Y., 2000, “Managerial ties and firm performance in a transition economy: the nature of a 

micro-macro link,” Academy of Management Journal, 43(3), 486-501. 

Peng, M.W., Sun, S.L., Pinkham, B., and Chen, H., 2009, “The institution-based view as a third leg for a 

strategy tripod,” Academy of Management Perspectives, 23(3), 63-81. 

Peng, M.W., Wang, D., and Jiang, Y., 2008, “An institution-based view of international business strategy: a 

focus on emerging economies,” Journal of International Business Studies, 39, 920-936. 

Peng, M.W., and Zhou, J.Q., 2005, “How network strategies and institutional transitions evolve in Asia,” Asia 

Pacific Journal of Management, 22, 321-336. 

Pop-Eleches, G., 2007, “Historical legacies and post-communist regime change,” The Journal of Politics, 69(4), 

908-926. 

Puffer, S.M., and McCarthy, D.J., 2007, “Can Russia‟s state-managed, network capitalism be competitive? 

Institutional pull versus institutional push,” Journal of World Business, 42(1), 1-13. 

Puffer, S.M., McCarthy, D.J., and Boisot, M., 2010, “Entrepreneurship in Russia and China: the impact of 

formal institutional voids,” Entrepreneurship Theory and Practice, 34(3), 441-467. 

Redding, G., 1990, The spirit of Chinese capitalism, De Gruyter, Berlin. 

Scott, W.R., 1995, Institutions and organizations, Sage Publications, Thousand Oaks, CA. 

Scott, W.R., 2008, Institutions and organizations: Ideas and interests, 3rd ed., Sage, Thousand Oaks, CA. 

Scott, W.R., 2014, Institutions and organizations: Ideas and interests, 4th ed., Sage, Thousand Oaks, CA. 

Spicer, A., McDermott, G.A., and Kogut, B., 2000, “Entrepreneurship and privatization in Central Europe: the 

tenuous balance between destruction and creation,” Academy of Management Review, 25(3), 630-649. 

Sun, P., Mellahi, K., and Wright, M., 2012, “The contingent value of corporate political ties,” The Academy of 

Management Perspectives, 26, 68-82. 

Tarnovskaya, V.V., 2012, Activating stakeholders: an approach by MNCs in emerging markets in A. 

Hadjikhani et al. (Eds.), 45-68, Business, society, and politics (international business and management), 

Emerald Group Publishing Limited, London. 

http://www.ijmsbr.com/


International Journal of Management Sciences and Business Research, Nov-2016 ISSN (2226-8235) Vol-5, Issue 11 

http://www.ijmsbr.com  Page 87 

Teegen, H., Doh, J., and Vachani, S., 2004, “The importance of nongovernmental organizations (NGOs) in 

global governance and value creation: an international business research agenda,” Journal of International 

Business Studies, 35(6), 463-483. 

Tilcsik, A., 2010, “From ritual to reality: demography, ideology, and decoupling in a post-communist 

government agency,” Academy of Management Journal, 53(6), 1474-1498. 

Uhlenbruck, K., and De Castro, J.O., 2000, “Foreign acquisitions in Central and Eastern Europe: outcomes of 

privatization in transitional economies,” Academy of Management Journal, 43(3), 381-402.  

Uzo, U., and Mair, J., 2014, “Source and patterns of organizational defiance of formal institutions: insights from 

Nollywood, the Nigerian movie industry,” Strategic Entrepreneurship Journal, 8, 56-74. 

Wan, W.P., 2005, “Country resource environments, firm capabilities, and corporate diversification strategies,” 

Journal of Management Studies, 42(1), 161-182. 

Wang, D., 2014, Essays on state-firm interaction and firm’s non-market strategies, Unpublished PhD 

Dissertation, INSEAD, France. 

Wright, M., Filatotchev, I., Hoskisson, R.E., and Peng, M.W., 2005, “Strategy research in emerging economies: 

challenging the conventional wisdom,” Journal of Management Studies, 42(1), 1-33. 

Yiu, D., Bruton, G.D., and Lu, Y., 2005, “Understanding business group performance in an emerging economy: 

acquiring resources and capabilities in order to prosper,” Journal of Management Studies, 42(1), 183-206. 

Zhu, H., and Chung, C.-N., 2014, “Portfolios of political ties and business group strategy in emerging 

economies: evidence from Taiwan,” Administrative Science Quarterly, 59(4), 599-638. 

Zu, L., and Song, L., 2009, “Determinants of managerial values on corporate social responsibility: evidence 

from China,” Journal of Business Ethics, 88(1), 105-117. 

http://www.ijmsbr.com/

