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Abstract: This assignment analyses
the dynamic traits and characteristics of
emerging economies, focusing on their
large economic growth and expanding
infrastructure. It emphasises the positive
aspects of these countries, which lie
between developed and developing
economies. With a specific emphasis on the
phenomenon of institutional voids. This
essay seeks to distinguish these markets
from the developed world based on their
institutional, national, and business
characteristics. It aims to uncover the
challenges and opportunities these markets
present, as well as explore the intricate
relationship between emerging markets and
multinational corporations. Additionally, it
examines the complexities involved in
navigating the diverse nature of emerging
economies.

I. Introduction

Emerging markets play a crucial role in
today's globalised economy. These
countries are characterised by their swift
economic expansion, advancement in
infrastructure, and increasing living
standards. = These  economies  are
transitioning from being mostly dependent
on agriculture to becoming industrialised
and service oriented. They hold a distinct
position between developed and developing
countries.

The role that BRICS is playing has
the potential to significantly alter global
dynamics. This project specifically
examines the prominent participants of the
BRICS alliance, namely Brazil and South
Africa. By analysing the distinguishing
features of emerging markets, including
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their national, institutional, and corporate
aspects, in comparison to developed
countries.

This essay seeks to uncover the underlying
risks and opportunities present in these.

marketplaces and examine the interactions
between multinational corporations
(MNCs) and multinational enterprises
(MNEs) within this dynamic economic
environment, as well as the influence these
factors have on them.

II. Literature Review

Comparison between Emerging
Economies and Developed Economies:

Emerging markets are known for their fast
economic growth and transition to market-
based economies, which occur in the
context of distinct socio-economic and
political features. According to Nielsen,
Hannibal, and Larsen (1), these economies
are characterised by both fast growth and
significant volatility, which is unlike the
developed economies.

Khana and Palepu propose a
conceptual framework that is important for
understanding  the distinction.  This
framework focuses on the lack or
inadequate development of institutions that
are essential for facilitating markets. These
institutions are less common in developed
countries and completely absent in
developing ones, as emphasised in the
study (2).

The addition of South Africa and
Brazil to the BRICS club, including
emerging economies, resulted in a shift in
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its narrative. Both Brazil and South Africa
have established themselves as influential
regional powers and prioritise the
cultivation of positive relationships with
their neighbouring countries.
In the instance of Brazil, Doré and Teixeira
observe that Brazil made significant efforts
to establish a sophisticated manufacturing
sector, which ultimately led to its
emergence as a global player. Political
instability hindered Brazil's economic
growth from 1870 to 2003, as observed by
Campos et al. Despite this, Brazil's
economic growth remained strong over this
period and continues to persist (5).
South Africa's integration into the global
economy after apartheid was a result of the
liberalisation of its economy. It transitioned
from a segregated state to a significant
participant in the African market. BRICS
joined in 2010 due to its abundant resources
and advantageous position as an entry point
to Africa. Neethling states that being a
member of BRICS provides an opportunity
to further its foreign policy objectives and
enhance diplomatic contacts. Nevertheless,
the existing socio-economic inequality in
South Africa acts as a barrier to their
economic progress, as emphasised by
Bakker, Parsons, and Rauch (7).

Theoretical Foundations:

The OLI and LLL frameworks are used for
analysing settings. The OLI framework,
developed by John Dunning, examines the
key elements of Ownership, Location, and
Internalisation in economies, which are
essential  for comprehending  direct
investments. It assesses the resources,
geographic advantages, and internal
integration capabilities of economies. The
LLL framework, originally defined by
Lecraw and subsequently enhanced by
Mathews, centres on the principles of
Linkage, Leverage, and Learning. This
approach is crucial in understanding how
enterprises from emerging  markets
establish relationships, utilise resources,
and acquire expertise. It offers valuable
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information about their competitive tactics

(8).

Institutional Theory posits that the
political and economic surroundings have a
substantial impact on the establishment and
behaviour of institutions. This theory posits
that external influences have an influence
on the establishment of norms, values, and
operations within organisations, as well as
on how institutions adapt to and are
influenced by their surrounding settings (9).

II1. Methodology
National characteristics:

Distinctive traits of a nation
Government prioritises macroeconomic
stability in rising economies. In Brazil, the
ownership aspect is marked by a financially
unstable system and their geographical
location makes them susceptible to changes
in global commodity prices and reliant on
foreign trade.

Consequently, the government plays a
greater interventionist role. The central
bank of Brazil actively endeavours to alter
the interest rate to combat inflation,
reducing it from 12.1% in April 2022 to
4.6% in August 2023 (10). Implementing
capital controls would help stabilise the real
currency, while the South African Reserve
Bank (SARB) could manage inflation to
achieve price stability within a range of 3%
to 6%. In contrast, the United States relies
on a market-driven exchange rate
mechanism due to its ownership advantage
in a strong financial system and the benefits
of being located within an integrated
regional market. Brazil has adopted the
2016 implementation of the Public
Expenditure Cap (Pec de Teto) as a
measure to address its debt and respond to
global economic pressures (Tiago Couto
Porto et al., 2023).

This amendment deviates greatly
from the adaptable methods typically seen
in industrialised countries, where the focus
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of their internalisation tactics is mostly on
maintaining stability.

The insufficient infrastructure in both
countries poses a significant obstacle to
their economic development. This issue is
addressed through interventionist
measures, which are implemented due to
the ownership advantage. This can be
observed in the National Infrastructure Plan
(NIP) and the Renewable Energy
Management Plan of South Africa. South
Africa has made significant investments in
special economic zones (SEZs) to promote
trade operations, whereas Brazil has
focused on spatial planning through its
National Infrastructure Plan (NIP). The
government assumes the lead investor role
to incorporate global economic trends of
the global supply chain and to attract
foreign direct investment (FDI) (11). The
role of the UK government is primarily that
of a facilitator, rather than a direct provider,
through regulatory bodies such as the
Office of Rail and Road and the
Competition and Market Authority. This is
because the government benefits from the
strong private sector and well-developed
infrastructure, allowing them to adopt an
internalising strategy that does not require
direct involvement.

Furthermore, there are special issues
related to the place, such as socio-economic
inequalities, education gaps, and power
dynamics. Governments benefit from the
ownership advantage by providing funding
to address these issues. For example,
Brazil's Bolsa family programme assists
low-income households in accessing
education and health facilities (12), while
South Africa's black economic
empowerment policy aims to reduce racial
disparities and combat unemployment (13).
In contrast, developed economies with
established welfare programmes and low
levels of poverty do not prioritise
expanding access and direct funding.
Instead, they focus on improving existing
programmes. For instance, Germany is
reforming its social security system by
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making changes such as increasing the
retirement age.

The extensive intervention of the
government in these countries, such as
South Africa and Brazil, poses challenges
such as heightened susceptibility to
corruption and inefficiencies in the
implementation of infrastructure plans.
This is particularly evident in South Africa,
where  the  proper  execution  of
infrastructure projects is hindered, and in
Brazil, where the infrastructure is deemed
insufficient to  adequately  support
development, largely due to the significant
involvement  of  the  government.
In South Africa, Eskom and in Brazil,
Petrobras and Banco do Brazil, state-owned
enterprises (SOEs) possess ownership
advantages that include market control and
access to natural resources. These
advantages are primarily a result of the
absence of a strong private sector in these
countries. These ownership advantages are
crucial for promoting socio-economic
development. For instance, Petrobras in
Brazil has played a significant role in
attracting foreign direct investment (FDI)
due to its expertise in deep-sea oil
exploration. Germany benefits from a
strong private sector, exemplified by
Deutsche Bahn, which competes with
private firms. This competition promotes
transparency and allows for the adoption of
best practices. On the other hand, Brazil
and South Africa face challenges in their
internalisation efforts due to corruption and
inefficiency. For instance, the Lava Jato
scandal exposed a widespread bribery
scheme at Brazil's largest oil company,
Petrobras, while South African Eskom's
misconduct resulted in frequent power
outages.

A public-private partnership (PPP) is
formed via the collaboration between
business and governmental sectors. Both
emerging and developed economies
employ Public-Private Partnerships (PPP)
to undertake infrastructure projects.
Examples of successful PPP projects
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include Brazil's Rio-Nitro Bridge and
Japan's Chobu-Hokiriku highway. These
investments foster innovation and cost-
effectiveness by facilitating the transfer of
skills from the private sector to the public
sector (16).

Nevertheless, South Africa’s railway
public-private partnership (PPP) continues
to encounter challenges in terms of
insufficient training programmes and skill
development. This is mostly owing to a
shortage of trained workers and limitations
in available resources. In contrast,
industrialised countries like Japan benefit
from a proficient workforce, which
facilitates effective talent transfer.

Business Attributes:

Both the developed and emerging world
have various types of businesses, including
state-owned enterprises (SOEs), family-
owned enterprises, and small and medium-
sized enterprises (SMEs). These types of
businesses can also be found in Brazil and
South Africa. However, the emerging
world tends to have a higher prevalence of
the informal sector and business groups
with large conglomerates. On the other
hand, the United States is characterised by
the presence of multinational corporations,
a less prominent informal sector, and
business groups. This is due to the
regulatory framework in the US, which
prevents the dominance of a single firm in
the industry.

In South Africa and Brazil, the
middle-income technology trap is present.
To foster the growth of domestic industries
and facilitate their integration into the
global value chain, these countries employ
protectionist and industrial policies that
involve the use of tariff and non-tariff
measures.  Additionally, they have
implemented regional integration policies
such as Brazil's Mercosur pact, which seeks
to establish free trade, and South Africa's
AfCFTA, which aims to create a unified
market for goods and services across the
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African continent, thereby promoting trade
among African nations.

The state sector-based initiatives in
Brazil (PDI, FPE) and South Africa (IDC,
APDP) are classified as strategies to
develop  ownership  advantages by
providing financing and tax incentives to
promote research and development in their
respective main industries of aerospace and
pharmaceuticals, mining, and automotive.
Furthermore, in Brazil, a multitude of
entrepreneurial programmes and incubators
have arisen because of the government's
entrepreneurial policy. Resource scarcity
has prompted frugal innovation, with locals
in South Africa seeking unconventional
approaches to address the needs of the local
market. Additionally, South Africa is
making progress in e-commerce, mobile
services, and technology. Meanwhile,
Canada is pursuing its "Net zero
Accelerator” policy to enhance its
technological and sustainable advantages.

Nevertheless, the presence of
location disadvantages and institutional
holes, such as corruption, political
instability, lack of skilled personnel, poor
infrastructure, and bureaucratic procedures,
poses significant challenges that hinder
business  registration and  growth.
Entrepreneurs in industrialised nations,
such as Germany and Switzerland, are not
burdened by this issue because to their
strong legal and regulatory framework,
well-established financial systems, and
extensive capital networks.

The tax regimes in Brazil and South
Africa are inefficient and unable to
effectively implement initiatives to attract
foreign direct investment (FDI). Brazil's tax
system is complex, with difficult
compliance procedures that discourage
investment and contribute to the growth of
the informal sector. On the other hand,
South Africa’s heavy reliance on value-
added tax (VAT) hampers productivity and
growth. In contrast, Canada benefits from a
stable political-economic environment and
a streamlined tax system, which reduces
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administrative  burdens.  Additionally,
Canada's HST/GST tax system is applied to
the final product, avoiding a tax-on-tax
system. This allows for effective
participation of the economy in initiatives
and attracts FDI.

Characteristics pertaining to
institutions:

The political dynamics in Brazil contribute
to a burdensome legal system that hinders
the formalisation of SMEs due to high
transaction costs. In South Africa, the poor
property rights policy resulting from
unresolved land disputes creates insecurity
of ownership and impedes economic
activity. On the other hand, Japan's legal
system is characterised by a blend of civil
and traditional practices, which stems from
their historical legacies. This combination
creates a transparent and stable
environment.

When it comes to educational
systems, Brazil and South Africa still have
inequalities in their education system. This
is because private investment has been
discouraged in Brazil, and South Africa has
not allocated enough resources to
education. These issues hinder the
development of skills in individuals and
lead to poor social inclusion in the labour
market. On the other hand, the UK has a
strong educational system because both the
public and private sectors work together.
This collaboration encourages competition
and innovation, which brings benefits.
The financial institutions in Brazil are
affected by political and governmental
influence, which includes both formal and
informal institutions. The state's influence
contributes to bureaucratic problems and
corruption, which undermine public trust,
particularly among small and medium-
sized enterprises (SMEs) and impede their
development. In South Africa, financial
institutions face a challenge of financial
exclusion caused by the socio-economic
disparity that limits access to banking
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services in rural areas, thereby hindering
broader economic participation (20).

On the other hand, Australia places great
importance on safeguarding customers and
esteems their financial institutions. Both
private and public sector financial institutes
in Australia is actively striving to promote
financial inclusion and literacy.

IV. Results and Discussion

Foreign corporations from various nations
play a significant role in emerging
economies such as Brazil and South Africa,
stimulating  economic  growth  and
contributing to the advancement of
industries. Nevertheless, when operating in
the intricate environment of developing
countries, it is imperative for businesses to
acknowledge that these markets are not just
replicas of developed markets. Instead, they
possess a collection of regulations, laws, as
well as informal cultural norms and
expectations.

Foreign multinational corporations in
Brazil have formed relationships with
industries that play a crucial role in
facilitating the exchange of knowledge and
fostering economic integration.
Volkswagen, for example, has successfully
leveraged Brazil's market potential and
advantageous geographical location to
create  a  manufacturing  presence.
Volkswagen optimises the use of resources
and labour to manufacture vehicles that are
customised to the specific tastes of regional
markets, while also consistently adjusting
to meet regulatory standards. This strategy
enables Volkswagen to sustain its position
in the American automobile sector (21).

Likewise, corporations such as
Vodafone have effectively established
connections in South Africa by partnering
with Vodacom. Exploiting the increasing
need for telecommunications. Vodafone
strategically leverages South Africa’s
favourable conditions by matching its
ownership advantages with the potential for
market expansion in the services sector.
Vodafone has successfully navigated the
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intricacies of the South African market by
analysing consumer habits and socio-
economic aspects (22).

In addition, multinational enterprises
(MNEs) from Brazil and South Africa are
progressively utilising their advantages to
facilitate their expansion. Embraer has
carefully leveraged Brazil's geographical
advantages in the Southern Hemisphere to
develop a strong presence in the aerospace
business. By doing so, Embraer has
effectively entered several markets and
built a broad client base worldwide. By
implementing safety and technological
requirements, they have positioned
themselves to effectively compete with
established players in the aerospace sector
(23).

MTN Group has leveraged its
expertise in emerging market
telecommunication demands to its
advantage. They have actively sought out
chances for expansion in countries and the
Middle East, where they can take advantage
of the same location benefits as their own
market. MTN guarantees that its operations
in different markets adhere to the diverse
regional regulations (24).

V. Conclusion

Economic globalisation has led to the
decrease in trade and investment obstacles,
linking countries throughout the globe,
through interconnected global value chains.
Consequently, emerging markets seem to
be aligning themselves with the nations of
the world. There are various ways in which
institutional gaps exist. Exert a substantial
influence on the growth of capital, product,
and labour markets. The key differentiating
characteristics between emerging markets
and developed ones are the lack or
unreliability of market information, an
unfavourable climate, and an inefficient
legal system.

The interplay between strategies and
the unique characteristics of emerging
markets becomes increasingly intricate
because of the need for economic and social
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adaptation.  Multinational  businesses
(MNCs) must navigate the demands of
governments to manage their organisational
expansion and actively engage in localised
corporate social responsibility efforts. It is
essential to find a balance in this dynamic
environment by understanding and
adapting to the specific requirements of
local institutions while taking advantage of
chances for institutional arbitrage.
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