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Abstract 

Emerging market multinational enterprises (EMNEs) are becoming ever more important to the 

global economy with developed regions such as Europe being one of the top recipients of emerging 

markets’ foreign direct investment (FDI). This development has generated a heated discussion 

within the International Business (IB) literature. Scholars disagree over whether conventional 

theoretical frameworks are sufficient to explain FDI from EMNEs in developed regions. This 

thesis utilizes data on 1,123 Indian-owned companies located in Europe to assess the FDI motives 

of Indian MNEs and the applicability of existing theoretical frameworks to the phenomenon of 

Indian direct investment in Europe. In this context, a fully integrated mixed method research study 

is conducted, using a descriptive analysis, a regression analysis, and a case study. 

First, two distinct FDI groups, differing in specific characteristics, are identified. The first FDI 

group consists of small subsidiaries fulfilling a service function which are wholly owned by a very 

large owner with a risk-averse market selection. The second FDI group comprises larger 

subsidiaries, which execute manufacturing or R&D for a smaller, partial owner with an aggressive, 

and thus less risk-averse, market selection.  

Moreover, Indian investors are shown to prefer countries with large market size, a good trade 

relationship with India, low R&D expenditures, high educational attainment, and a stable 

institutional environment. In contrast, the size of the Indian population within a host country, as a 

proxy for psychic distance to India, appears to have no significant influence on Indian direct 

investment in Europe.  

In addition, three motives underlying Indian direct investment in Europe are discovered, with 

market-seeking as the predominant motivation and strategic asset-seeking as well as seeking for 

stable institutions being subordinate drivers.  

Furthermore, a considerable number of Indian companies investing in Europe are shown not to 

possess firm-specific advantages (FSAs) over their foreign competitors prior to 

internationalization and Indian companies directly invest in psychically distant countries using 

high-commitment entry modes in order to gain advantages.  

Finally, it is found that most established theoretical frameworks for FDI cannot fully explain the 

presented data on Indian FDI in Europe. Only the springboard perspective of Luo and Tung (2007, 

2018) can be confirmed, while Dunning and Lundan’s (2008) extended OLI paradigm and 

Mathews’ Linkage-Leverage-Learning (LLL) framework (2006) require further research to be 

fully assessed. 
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1. Introduction  

In today’s global economy, emerging markets` FDI into developed countries plays an increasingly 

important role (Brennan & Bakir, 2016; Buckley & Tian, 2017). Data from the United Nations 

Conference on Trade and Development (UNCTAD) (2018a) show that developing economies 

today make up about one third of global FDI outflows, compared to only 13% in 2007 (cf. Figure 

1). Although EMNEs are considered as latecomers with a lack of sophisticated firm-specific 

capabilities, several have become 

world leaders. Examples of such 

enterprises include the Chinese 

company Haier, the world’s leading 

manufacturer of refrigerators; 

Samsung, the Korea-based world 

leader in the production of DRAM 

microchips; and India’s Mittal (now 

ArcelorMittal), the world’s leading 

manufacturer of steel (Chari, 2013; 

Mathews, 2006; Rasiah, Gammeltoft, 

& Jiang, 2010).  

As research into EMNEs’ internationalization processes has increased, scholars have found that 

EMNEs are a heterogenous group of companies which differs widely with regard to individual 

competitive advantages, industries, target markets, internationalization paths, and home country 

infrastructure and institutional systems. Consequently, generalizations should be made only with 

great care (Gammeltoft & Hobdari, 2017; Ramamurti & Singh, 2009). Thus, studies have tended 

to focus on one specific country, with the result that while China has been the subject of a number 

of studies, many other emerging markets are still under-researched (Jormanainen & Koveshnikov, 

2012). This thesis therefore takes a closer look at Indian-owned subsidiaries located in Europe and 

their Indian investors as an example of the internationalization of EMNEs.  

India is one of the world’s fastest-growing economies with rapid GDP growth of 7.8% (Economist, 

2018). The country has already overtaken Russia and Brazil to become the second largest BRIC 

economy after China (PTI, 2017). One driver of India’s growth is the internationalization of Indian 

enterprises. The emergence of Indian multinational enterprises (MNEs) began in the early 1960s 

Figure 1: FDI outflows from developing economies and their share in total 

world outflows from 2000 to 2014. Source: Own presentation based on 

UNCTAD (2018a). 
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with the first cross border investments of several large Indian business conglomerates such as Tata, 

Kirloskar and Birla (Pradhan, 2005). Since then, the number of Indian MNEs has increased 

continuously. Additionally, ever since the beginning of the new millennium, the increasing 

presence of Indian firms in Europe (measured both by number of companies and by investment 

expenditures) has created a close Indian-European relationship (Brennan & Bakir, 2016; Rasiah et 

al., 2010). As this expansion towards developed countries such as those in Europe is a relatively 

new phenomenon and is still poorly understood, it is important to identify the motives behind 

Indian investment on a broader scale.  

Despite the existence of early theories about FDI from developed countries, newer theories have 

arisen in an attempt to explain the specific phenomenon of EMNEs. This has generated a heated 

discussion, dividing researchers into three groups. The first group comprises scholars who are 

convinced that existing theories are already sufficient to explain FDI of EMNEs. The second group 

consists of researchers who argue that existing theories and frameworks need to be adjusted to 

account for this phenomenon. The third group of authors believes that new theories must be 

developed specifically to explain the emergence of EMNEs (Gammeltoft & Hobdari, 2017). This 

discussion is still ongoing and leads to further uncertainty in the context of EMNEs. 

There is very little literature examining Indian FDI in Europe, as quantitative studies generally 

include little or no data at the company level. In turn, qualitative research tends to consider merely 

a small number of case companies and thus fails to give general conclusions. Therefore, this thesis 

aims to provide a more comprehensive overview of motives for and characteristics of Indian 

investment in Europe by looking at the company level. In addition, the applicability of the 

aforementioned conventional and newly developed FDI theories will be assessed on the specific 

case of Indian FDI in Europe by combining a descriptive, regression, and case analysis in order to 

be able to provide a more extensive evaluation. 

Accordingly, the research question of this thesis is: 

Why do Indian multinational enterprises directly invest in European countries, and to 

what extent are existing theoretical frameworks applicable in the light of the empirical 

analysis? 

Since the research question is very broad, a number of sub-questions will be considered in the 

course of this thesis in order to be able to provide a comprehensive answer. These questions will 

be approached in the four main sections of this thesis: 
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1. A descriptive analysis, which contains a description of the characteristics of Indian 

subsidiaries in Europe as well as of their Indian global ultimate owners (GUOs). 

2. A regression analysis, which determines which host country factors attract Indian FDI in 

Europe. 

3. A case study, which comprises a more detailed investigation of Indian investors and the 

motives underlying Indian FDI. 

4. A discussion, which combines and interprets results from the previous sections in order to 

assess each sub-question and to ultimately answer the research question. 

 

Question 1: What are the patterns of Indian subsidiaries in Europe in terms of size, function, 

industry and degree of ownership? 

Among other factors, the research question asks which motives underlie Indian direct investment 

in Europe. To be able to understand and identify motives, it is essential to first understand the 

general situation. Therefore, this first sub-question is looking for broad characteristics and patterns 

of Indian FDI in Europe. These will be accomplished by the descriptive analysis examining data 

about Indian-owned subsidiaries located in Europe. Part of this descriptive analysis is a cluster 

analysis which seeks to identify distinct FDI groups by revealing systematic relationships that may 

exist between the characteristics of subsidiaries and investors.  

Question 2: What host country characteristics attract Indian FDI in Europe? 

This sub-question investigates which factors influence the location choice of Indian MNEs in 

Europe, including possible motives underlying Indian FDI. In order to provide a representative 

picture, a quantitative approach in the form of a regression analysis will be applied. It uses the 

number of Indian direct investments per country per year as a dependent variable and selected host 

country factors as independent variables.  

Question 3: Why do Indian companies invest in Europe? 

In order to answer this sub-question and thus identify general motives underlying Indian FDI in 

Europe, a multiple case study will be performed in addition to the descriptive and the regression 

analysis. The case study will analyze four specific Indian companies from different major sectors 

and with distinct investment behavior.  
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Question 4: What kind of Indian companies invest in Europe?  

To gain an understanding of the Indian ultimate owners of the European subsidiaries, the 

descriptive analysis of this thesis will also provide characteristics of the subsidiaries’ GUOs. In 

addition, the case study will give further insights into Indian investors. Thereby, the focus is laid 

on two dimensions, namely the possession of firm-specific advantages (FSAs) and the previous 

international experience of the investor. 

Question 5: To what extent can existing theoretical frameworks explain Indian direct investment 

in Europe? 

In order to answer this question, the theoretical framework will present important FDI theories, 

including conventional theories based on developed countries as well as newer theories based on 

emerging countries. In addition, different opinions on the applicability of each theory to EMNEs 

will be outlined in the theoretical framework. Finally, all findings of the previous sub-questions 

will be considered to assess the applicability of these theories for the case of Indian FDI in Europe.  

The present thesis is divided into seven chapters. After the introduction, the theoretical framework 

will be presented in the second chapter of this thesis by introducing important definition and 

conventional as well as newly developed FDI theories and their extensions. Chapter three will 

summarize the existing literature on FDI from emerging markets in general as well as from India 

in particular. The fourth chapter of this thesis will provide a detailed explanation of the 

methodology used to answer the research question, to ensure a high level of transparency. Chapter 

five will present the quantitative and qualitative analyses, providing the foundation for the 

discussion. It will contain a detailed descriptive analysis of Indian FDI patterns, a comprehensive 

regression analysis to identify host country factors attracting Indian direct investment in Europe, 

and a case study of Indian MNEs in order to determine motives and investment processes 

underlying Indian FDI in Europe. Based on this, chapter six will present the discussion, combining 

the findings of all analyses to answer the sub-questions. The last chapter, chapter seven, will draw 

conclusions from this thesis’ findings to finally answer the research question, taking into account 

limitations as well as further research perspectives.   
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2. Theoretical Framework 

The following chapter provides a comprehensive theoretical framework for the thesis. After 

presenting definitions that are important for a general understanding across the thesis, existing 

theoretical concepts of FDI will be introduced. These are divided into FDI theories based on MNEs 

from developed countries on the one hand and FDI theories based on emerging markets on the 

other. Finally, the findings about the FDI frameworks are summarized.  

 

2.1. Definitions 

According to the UNCTAD (2012), private capital flows are composed of FDI, foreign portfolio 

investment, and other investments such as international banking flows and loans. As this thesis 

analyzes direct investment, FDI is the only form of capital flow assessed, and the single term 

“investment” always refers to FDI.  

Pursuant to the definition of the International Monetary Fund (IMF) (2003), FDI is “an investment 

made to acquire lasting interest in enterprises operating outside of the economy of the investor” 

(UNCTAD, 2018b). Furthermore, according to the Organisation for Economic Co-operation and 

Development (OECD), the “lasting interest implies the existence of a long-term relationship 

between the direct investor and the direct investment enterprise and a significant degree of 

influence on the management of the enterprise. The direct and indirect ownership of 10% or more 

of the voting power […] is evidence of such a relationship.” (OECD, 2008, p. 48 f.). When 

speaking of FDI at a country level, it is necessary to distinguish between two types of FDI: 

Outward FDI (OFDI) and Inward FDI (IFDI), representing the FDI flowing out of and into the 

country, respectively. 

Therefore, a foreign direct investor is defined as “an entity (an institutional unit) resident in one 

economy that has acquired, either directly or indirectly, at least 10% of the voting power of a 

corporation (enterprise), or equivalent for an unincorporated enterprise, resident in another 

economy.” (OECD, 2008, p. 49). The investor can be classified to any industry of the economy 

and can be any of the following:  

(i) “an individual; 

(ii) a group of related individuals;  

(iii) an incorporated or unincorporated enterprise;  
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(iv) a public or private enterprise;  

(v) a group of related enterprises;  

(vi) a government body;  

(vii) an estate, trust or other societal organisation; or  

(viii) any combination of the above.” (OECD, 2008, p. 49 f.) 

However, as this thesis intends to examine the patterns and motives of Indian MNEs, FDI by 

Indian individuals (points (i) and (ii)) will not be part of the analysis. Moreover, the available data 

reflect only incorporated entities, and thus non-incorporated enterprises are excluded from 

consideration as well. 

Foreign direct investors own a direct investment enterprise operating in a country which is not 

the economy of their residence. The OECD differentiates between different enterprises according 

to the level of ownership. When the direct investor holds more than 50% of the enterprise, the 

enterprise is defined as a subsidiary. This also includes the case in which the direct investor holds 

this amount together with other subsidiaries, since according to the OECD (2008, p. 52), “the 

degree of ownership that may be exercised through controlling links (more than 50% of voting 

power) is not diminished by the existence of multiple links in an ownership chain.”. An FDI 

enterprise with an ownership level of at least 10% and no more than 50% is termed an associate. 

Again, this includes cases where the direct investor and its subsidiaries jointly hold the voting 

rights (OECD, 2008).1 

In the case of shared ownership between two parties contractually bound to work together as well 

as share profits and losses, a joint venture (JV) is present (OECD, 2008). A JV is a subsidiary or 

associate in which at least two independent companies are involved. Although the JV is founded 

and run cooperatively by two or more companies, it has autonomous status. This means that the 

JV acts independently and is usually also legally independent (GS, 2018). 

When owning foreign direct investor enterprises, the parent company becomes a multinational 

enterprise. According to UNCTAD (2018c), multinational enterprises (MNEs) “are incorporated 

or unincorporated enterprises comprising parent enterprises and their foreign affiliates. A parent 

enterprise is defined as an enterprise that controls assets of other entities in countries other than its 

home country, usually by owning a certain equity capital stake.” 

                                                 
1 For the sake of simplicity, this thesis uses the term subsidiary to cover all Indian direct investments in Europe, even 

though the terms “subsidiary” and “associate” have different meanings. 
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The growth of direct investments from emerging market companies led to the creation of so-called 

emerging market multinational enterprises (EMNEs). According to Luo & Tung (2007, p. 482) 

EMNEs are “international companies that originated from emerging markets and are engaged in 

outward FDI, where they exercise effective control and undertake value-adding activities in one 

or more foreign countries.” Since emerging markets and their institutional systems vary 

immensely, EMNEs are a highly diverse group of companies (Gammeltoft & Hobdari, 2017). In 

addition to this, there are also multinationals from developed markets (DMNEs). 

In this context emerging economies are defined as “high-growth, low-income countries with 

relatively weak institutions and weak economic structures overall, which are undergoing rapid 

transition, usually for the better” (Gammeltoft & Hobdari, 2017, p. 4). Due to their frequent 

interchangeable use in the literature, the terms “developing” and “emerging” economies are used 

as synonyms in this thesis, even though some authors use them to refer to separate concepts. 

Furthermore, this thesis focusses on Europe as a destination for Indian investment. In detail, 

Europe will be seen as the combination of the enlarged European union (EU-28)2 and the countries 

belonging to the European Free Trade Association (EFTA).3 

Lastly, this thesis differentiates between greenfield and brownfield investments. Greenfield 

investments are defined as FDIs which are completely set-up by the foreign direct investor or its 

subsidiaries (Raff, Ryan, & Stähler, 2005). Thus, the direct investor always holds 100% of the 

voting rights. Brownfield investments include all other types of FDI (M&A and/or JVs).  

 

2.2.  FDI Theories 

While early theories on FDI were already being developed in the 18th and 19th centuries (Smith, 

1776 and Ricardo, 1817 as cited in Moosa, 2015), new FDI theories flourished after the Second 

World War as the importance of multinational companies grew, and especially as direct 

investments from the United States (US) in Europe took off (Nayak & Choudhury, 2014). Many 

                                                 
2 EU-28 = Belgium (BE), Denmark (DK), France (FR), Germany (DE), Greece (EL), Ireland (IE), Italy (IT), 

Luxembourg (LU), Netherlands (NL), Portugal (PT), Spain (ES), the United Kingdom (UK), Austria (AT), Finland 

(FI), Sweden (SE), Cyprus (CY), the Czech Republic (CZ), Estonia (EE), Hungary (HU), Latvia (LV), Lithuania (LT), 

Malta (MT), Poland (PL), Slovakia (SK), Slovenia (SI), Bulgaria (BG), Romania (RO), and Croatia (HR) (Eurostat, 

2018). 
3 Countries of the EFTA = Iceland (IS), Liechtenstein (LI), Norway (NO), and Switzerland (CH) (EFTA, 2018). 
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schools of thought developed over time, and to date, no overarching consensus or general theory 

of FDI has been established (Moosa, 2015).  

In addition, the emergence of EMNEs in the early 21st century split researchers in three groups: 

(1) scholars who argue that existing theories and frameworks can adequately explain this 

phenomenon, (2) scholars who argue that existing theories and frameworks need to be extended 

and adjusted to explain EMNEs, and (3) scholars who argue that new theories need to be developed 

to properly account for EMNEs (Gammeltoft & Hobdari, 2017). This thesis therefore examines 

theories based on developed countries and theories based on emerging countries, as well as their 

extensions. Seven theories are assessed below: (1) the internalization theory, (2) the 

internationalization process model, (3) the eclectic paradigm, (4) the resource-based view, (5) the 

Linkage-Leverage-Learning framework, (6) the springboard perspective, and (7) institutional 

arbitrage logic. All are well-established theories, especially within EMNE research (Luo & Tung, 

2018; Luo & Zhang, 2016). 

 

2.2.1. FDI Theories based on Developed Countries 

In the following, four theories are presented which were introduced based on research concerning 

the internationalization of DMNEs. After a brief introduction to each theory, literature connecting 

the theory to the internationalization of EMNEs will be summarized. 

 

Internalization Theory 

The internalization theory was first put forward by Buckley and Casson (1976) and has its origins 

in several theories, including the studies of transaction cost economics by Coase (1937) and 

Hymer’s FSAs (1968; 1976). The theory puts the MNE as an institution in the focus of the analysis, 

as researchers examined why firms chose to engage in international production themselves, rather 

than utilizing licensing or supply contracts with local companies in the foreign market (Barclay, 

2002). Therefore, the key point of the theory is that there are various operational ways of exploiting 

a company’s knowledge-based assets in foreign countries, with a limited number of variables 

specifying the “optimal” form of operationalization (Verbeke & Hillemann, 2013). The main 

variable specifying the chosen form is transaction cost, suggesting that firms will internalize until 

the costs of doing so outweigh the benefits (Buckley, 1989; Casson & Buckley, 1983). 
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Over time, the internalization theory underwent some development, resulting in the so-called 

“new” internalization theory (e.g. Rugman & Verbeke, 1992, 2003, 2004). During this 

development, the focus of the theory shifted from emphasizing the variables encouraging MNEs 

to invest in foreign markets to the internal organization of an MNE and its network capabilities. 

Broadly speaking, this extension differentiates between FSAs which are available to the whole 

MNE (and are often developed within the headquarters) and FSAs which are available only to 

specific departments. Thus, the new theory aims to link FSAs with strategic management (Verbeke 

& Hillemann, 2013). 

The internalization theory has been criticized in the light of EMNEs’ global expansion. As many 

studies suggest that EMNEs do not possess FSAs—at least not to the same extent than DMNEs 

do—the logic of internalization theory suggests that their chosen form of internationalization 

should mainly be exporting. However, scholars have argued that many EMNEs chose rather 

aggressive internationalization modes (e.g. M&A) to obtain FSAs (P. P. Li, 2003; Surdu, Mellahi, 

& Glaister, n.d.). Moreover, researchers have found that EMNEs are more likely to internalize 

operations abroad as they experience relatively high transaction costs at home (Cuervo-Cazurra, 

2012; Kittilaksanawong & Dai, 2015). 

 

Internationalization Process Model 

The dominant model of internationalization process theory in the IB literature is the Uppsala model 

put forward by Johanson and Vahlne (1977) (Welch, Nummela, & Liesch, 2016). The model was 

first proposed in 1977 and has since been extended several times, with a revised version presented 

in 2009 (Johanson & Vahlne, 1990, 2003a, 2003b, 2009; Welch et al., 2016). Essentially, the 

model sees international expansion as a process involving a series of incremental steps, suggesting 

that lack of both experience and knowledge is a significant barrier to this expansion (Johanson & 

Vahlne, 1977, 1990). The original model, which is based on an analysis of 2000 subsidiaries of 

Swedish companies, suggests that the incremental internationalization process is based on two 

dimensions: “(1) a progressive establishment chain of operation modes [export → sales agency → 

foreign production facilities], and (2) market selection based on the psychic distance from the 

home market [liability of foreignness]” (Welch et al., 2016, p. 785). 

The process presents a dynamic interplay between learning and commitment: the more a company 

or managers of a company learn about a foreign market, the more they are willing to commit to 
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this market which will lead to even more knowledge and thus a deeper commitment, creating a 

virtuous cycle. While the key change mechanism stays the same in the 2009 revised model, 

Johanson and Vahlne point out that psychic distance (= liability of foreignness) is not as important 

a factor as business networks (= liability of outsidership). They state that experiential knowledge 

in internationalization is shared and gathered and that the knowledge base extends beyond 

company boundaries, falling back on relationships and networks (Johanson & Vahlne, 2009; 

Welch et al., 2016). Thus, the barrier to foreign expansion today is mainly the outsidership of 

networks. 

Focusing on the internationalization of EMNEs, a key question in the IB literature is whether 

EMNEs follow the incremental path suggested by the Uppsala model (Surdu et al., n.d.). While 

some scholars have concluded that EMNEs follow a gradual expansion process, as pioneering is 

not an option for companies from emerging markets (Da Rocha, Cotta de Mello, Pacheco, & De 

Abreu Farias, 2012; Meyer & Thaijongrak, 2013), others assert that EMNEs do not follow the 

incremental steps of the internationalization process, as they heavily invest abroad at an earlier 

growth stage than their fellow competitors from developed countries do (Bonaglia, Goldstein, & 

Mathews, 2007; Gaur & Kumar, 2015; P. P. Li, 2003; Mathews, 2002). 

Referring to the revised model from 2009, scholars found that building social and political 

networks helps EMNEs access valuable assets such as financial capital and/or host market 

knowledge, which increase the pace of their internationalization (Bangara, Freeman, & Schroder, 

2012; Santangelo & Meyer, 2011; H. Zhao & Hsu, 2007). Thus, these researchers confirmed the 

applicability Johanson and Vahlne’s 2009 model, or at least parts of it, in the internationalization 

of EMNEs. 

 

Eclectic Paradigm (OLI) 

One of the most widely known FDI theories is the eclectic paradigm of Dunning (1981, 1988). 

The theory was first put forward in 1976 at the Nobel Symposium in Stockholm and has been 

extended many times since then (Dunning, 2001). It combines three different schools of thought 

in one paradigm: oligopolistic, internalization, and location theory (Dunning, 2001; Moosa, 2015; 

Nayak & Choudhury, 2014). The paradigm suggested that a company would engage in FDI when 

it simultaneously possesses ownership-specific (O) and internalization (I) advantages and one or 
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more host countries possess location-specific (L) advantages (Makoni, 2015; Nayak & Choudhury, 

2014).  

More precisely, the idea of O advantages (= FSAs) is based upon the concept of oligopolistic 

theory and emphasizes the possession of advantages which are specific to the individual firm. 

These advantages can be in the form of tangible and intangible assets and can be enjoyed over 

domestic as well as foreign firms. For instance, they include but are not limited to superior 

technology, technical knowledge, patents, access to or control over raw materials, management or 

marketing skills, and economies of scale. In the end, these advantages lead to cost reductions, 

which allow the company to compete with firms in a foreign market (Dunning, 1981, 1988, 2001; 

Makoni, 2015; Nayak & Choudhury, 2014).  

L advantages are based upon location theory and refer to characteristics of foreign countries which 

can influence the performance of a foreign investor in that market. Location-specific advantages 

of one country over another can for instance stem from natural resources, a skilled workforce, 

superior market opportunities, low-cost labor, and/or the legal and cultural environment (Dunning, 

1981, 1988, 2001). According to the OLI paradigm, MNEs locate their production activities in 

countries which are the most favorable in terms of cost (e.g. labor) and revenue (e.g. market 

demand) (Luo & Tung, 2018). 

Finally, I advantages are built upon the concept of transaction costs and are inspired by Buckley 

and Casson’s (1976) internalization theory and its extension by other scholars (Dunning, 1981, 

1988, 2001). As stated above, internalization theory suggests that an activity should be internalized 

if it can be carried out more cheaply or efficiently within the firm than outside of it. Thus, based 

on I advantages, FDI is only reasonable for a company if attaining and using the aforementioned 

ownership- and location-specific advantages for itself is more profitable than selling or leasing 

them to foreign companies through management contracts or licensing (Makoni, 2015). 

Over the years, the OLI paradigm has constantly been refined (Dunning, 2001). In 2008 Dunning, 

Kim, and Park compared today’s EMNEs with DMNEs thirty years ago and found that although 

there are certain differences between the two types of companies, the OLI paradigm is generally 

capable of explaining the internationalization of EMNEs, but might need some extension. One of 

the most important differences found by Dunning, Kim, and Park is that EMNEs often do not 

possess direct firm-specific ownership advantages in the same ways as DMNEs did or do. 

However, EMNEs still own so-called country-specific ownership advantages, such as a rich supply 
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of liquid assets. The main challenge for companies is thus to internalize these advantages and 

utilize them across borders (Dunning, Kim, & Park, 2008). 

Moreover, building upon the work of Jack Behrman (1972), Dunning and Lundan summarized 

four motives for foreign production: (1) natural resource-seeking, (2) market-seeking, (3) 

efficiency-seeking and (4) strategic asset- or capability-seeking (Dunning & Lundan, 2008b, 

Chapter 3.3). The authors note that MNEs nowadays often pursue more than one objective at the 

same time and that the motives behind international production may change over time (Dunning 

& Lundan, 2008b, Chapter 3.3). 

Companies classified as natural resource seekers invest in foreign countries to acquire particular 

resources of a higher quality at lower real costs than they could obtain in their home country (if 

the resources are obtainable at all). The motivation behind their FDI, then, is to be more profitable 

and competitive within both established and new or prospective markets by having access to better 

resources. Generally, three different types of resource seekers can be distinguished based on the 

resources they pursue. The first group searches for physical resources of one kind or another, the 

second group seeks rich supplies of well-motivated and cheap unskilled or semi-skilled labor, and 

the third group pursues technological capability (Dunning & Lundan, 2008b, Chapter 3.3). 

Market seekers are enterprises which invest abroad to supply goods or services to specific 

geographical markets. Their investment may be conducted either to protect or sustain existing 

markets or to promote or exploit new markets. Market size and market growth are therefore the 

main reasons which prompt companies to engage in market-seeking investments (Dunning & 

Lundan, 2008b, Chapter 3.3). 

Firms engaging in efficiency-seeking FDI, in turn, want to rationalize the organization of 

established market-seeking or resource-seeking investments in such a way that they can exploit 

the geographically dispersed activities to the fullest. Thus, economies of scale and scope are the 

main benefits being pursued (Dunning & Lundan, 2008b, Chapter 3.3). 

Lastly, strategic asset seekers engage in FDI to promote their long-term strategic objectives by 

acquiring assets of foreign companies. The motive for the acquisition is less to exploit marketing 

or cost advantages, but rather to expand the global portfolio of tangible and intangible assets to 

either strengthen their own FSAs or weaken competitors’ FSAs. Dunning and Lundan note that, 

interestingly, strategic asset-seeking investments are increasingly undertaken by EMNEs 

(Dunning & Lundan, 2008b, Chapter 3.3). 
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In the context of attempting to explain the internationalization of EMNEs, the OLI paradigm is the 

most commonly employed and interrogated model within the IB literature (e. g.: Amighini, Cozza, 

Giuliani, Rabellotti, & Scalera, 2015; Gaur & Kumar, 2015; Surdu et al., n.d.). The traditional 

school of thought argues that EMNE’s internationalization does not differ from that of large 

DMNEs and can thus be perfectly explained by the OLI paradigm (Cantwell & Narula, 2001; 

Narula, 2006). Its authors claim that the successful international expansion of, for example, certain 

emerging market companies without early ownership-specific advantages (defying the OLI 

paradigm) should not be used as the basis for analytical conclusions. Instead, they argue, these 

companies represent irrelevant outliers (Narula, 2006).  

Dunning and Lundan’s (2008a) extension of the OLI model, discussed above, shows that Dunning 

himself belongs to a second school of thought, which suggests that the OLI framework can 

adequately explain EMNE’s internationalization, if it is expanded and modified to account for the 

aspects which are unique to EMNEs (Dunning, 2006; Gaur & Kumar, 2015). 

A third school of thought criticizes the entire framework of the OLI paradigm, arguing that it is 

insufficient for explaining EMNEs. The OLI model, including Dunning and Lundan’s 2008 

extension, suggests that firms must possess ownership-specific advantages before they engage in 

FDI. However, many scholars find that EMNEs in fact internationalize precisely to obtain 

advantages which they lack (Mathews, 2002). Thus, the paradigm is seen as a static framework 

which takes only pre-existing advantages into account and cannot explain the development of firm 

capabilities over time (Amighini et al., 2015). 

 

Resource-based View 

The resource-based view (RBV) was first introduced by Penrose (1959) and refined by Dierickx 

and Cool (1989), Barney (1991), and Teece, Pisano and Shuen (1997) (Cuervo-Cazurra, 2012). It 

holds that companies have competitive advantages in the form of firm-specific capabilities or 

resources which are used by managers to create products, and that these competitive advantages 

are based on the development of a bundle of resources that fulfils the VRIN-framework, meaning 

the resources need to be valuable, rare, inimitable and non-substitutable (Luo & Tung, 2018). 

In contrast to the other FDI theories presented, the RBV was not developed specifically for MNEs. 

It has nevertheless also been extended to explain FDI. The application of the RBV to the study of 

MNEs emphasizes the use of resources across borders (Tallman & Fladmoe-Lindquist, 2002). In 
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the traditional model, the existence of sustainable resources is a key condition for international 

expansion, as companies use only their existing capabilities to expand abroad (Cuervo-Cazurra, 

2012). 

One extension to the RBV is the knowledge-based view introduced by Nonaka (1994), which 

argues that knowledge is the foundation for any company competing against others, as knowledge 

is the capability that defines the value of all other resources. Thus, a company becomes a MNE if 

it is better at transferring knowledge across borders than the market is (Kogut & Zander, 1993). 

However, compared to other theories, the main difference remains that the RBV does not 

specifically explain any motives behind FDI, but rather discusses what sustainable advantages are 

and how to obtain them (Luo & Tung, 2018). 

In light of the study of EMNEs, scholars find that the high importance of sustainable advantages 

leads companies to prefer entry modes which provide a high level of control over operations, as 

they want to protect their resources and knowledge (Cuervo-Cazurra, 2012). Moreover, 

scholarship has since modified the traditional model and argued that EMNEs develop capabilities 

and internationalize in a co-evolutionary manner, obtaining new capabilities and resources by 

acquiring companies to upgrade their capabilities at home and catch up to DMNEs (Bonaglia et 

al., 2007; Cuervo‐Cazurra, 2003; Kumaraswamy, Mudambi, Saranga, & Tripathy, 2012; Luo & 

Rui, 2009; Luo & Tung, 2007).  

 

2.2.2. FDI Theories based on Emerging Markets 

After presenting four different FDI theories based on developed countries, the following section 

introduces three newly developed FDI theories which are based on emerging markets. The goal of 

these theories is to explain how non-Western firms can become competitive through international 

expansion. 

 

Linkage-Leverage-Learning Framework 

Mathews (2006) explains the internationalization process of EMNEs by introducing the Linkage-

Leverage-Learning (LLL) framework. It was initially developed with reference to large Asian 

companies from newly industrialized economies such as South Korea, Hong Kong, and Singapore. 

However, as the model is based on the internationalization of latecomers to the global business 
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system, scholars argue that it is also applicable for EMNEs more generally, including from 

countries such as India (Thite, Wilkinson, Budhwar, & Mathews, 2016). 

According to the model, EMNEs are less focused on and rarely possess FSAs such as technological 

or managerial resources. Instead, they focus on forming various external partnerships to seek these 

resources through linkages with Western MNEs (W. Li, Guo, & Xu, 2017; Mathews, 2006). The 

best and fastest way to enter the global market place, according to the LLL model, is first to partner 

with other companies (especially from developed countries) to gain market intelligence and 

overcome uncertainty (linkage); second, to leverage these established links everywhere to 

overcome resource barriers and allocate resources optimally (leverage); and third to create an 

organizational process of learning through repeated investments abroad (learning) (Lu, Ma, Taksa, 

& Wang, 2017; Mathews, 2003, 2006). 

As EMNEs, in the LLL conceptualization, do not possess FSAs and seek to obtain these through 

linkages with MNEs from developed countries, scholars argue that “strategic asset-seeking in 

overseas markets is the primary motive or antecedent of internationalization” of EMNEs (Lu et 

al., 2017, p. 758).  

Even though the LLL framework enjoys popularity within the IB literature, very few studies have 

been conducted to test it (Surdu et al., n.d.). For example, by conducting interviews with Chinese 

managers, Ge and Ding (2008) found that the model provides an explanation for the catch-up 

strategies of EMNEs in the manufacturing sector—however Surdu et al. point out that it remains 

to be seen whether the LLL model is significantly different from more conventional theories such 

as the OLI paradigm, or if the difference is simply a matter of emphasis (Surdu et al., n.d.).  

 

Springboard Perspective 

The springboard perspective was introduced in 2007 by Luo and Tung in response to the finding 

that conventional FDI theories were unable to explain the rapid and aggressive international 

expansion of EMNEs. The theory resembles the LLL framework to the extent that both models 

recognize the pursuit to overcome resource deficiencies by accessing external resources as well as 

by the use of networks and linkages (Luo & Tung, 2018).  

In Luo & Tung’s logic, EMNEs use internationalization as a springboard, systematically and 

recursively internationalizing to reach several strategic goals: “(1) acquire strategic resources to 
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compensate for their capability voids, (2) overcome laggard disadvantages, (3) exploit competitive 

advantages and market opportunities in other countries, (4) alleviate institutional and market 

constraints at home and bypass trade barriers into advanced markets, and (5) better compete with 

global rivals with augmented capabilities and improved home base after strategic asset 

acquisition”  (Luo & Tung, 2007, p. 130 f.). Luo and Tung emphasize that EMNEs are pursuing 

a long-term strategy, since the ultimate goal of EMNEs is to be innovative by themselves. 

Therefore, acquired assets not only serve to improve the global competitive position, but are also 

acquired to generate future growth. It is thus critical for a MNE to be able to integrate value-chain 

activities performed in the home and host countries as well as to be able to transfer strategic assets 

and knowledge from the host countries back to the home country (Luo & Tung, 2007; Luo & Tung, 

2018).  

Much like the LLL framework, springboard perspective enjoys popularity within the IB literature, 

but lacks a significant number of studies conducted to test it (Surdu et al., n.d.).  

 

Institutional Arbitrage Logic 

The institution-based view was established before the internationalization of EMNEs became a 

prominent topic in the IB literature. North (1990) introduced the theory by discovering that formal 

and informal institutions—ranging from governmental institutions to cognition and norms—have 

a significant influence on the context in which decisions are made. According to institutional 

theory, companies are therefore embedded in the economic and social context of a society (Scott, 

1995). 

However, certain extensions of the institution-based view are focused specifically on explaining 

the internationalization of EMNEs. These extensions include the development of two concepts: 

(1) the exit view, also known as escapism, and (2) the exploitation view (Luo & Tung, 2018; Luo 

& Wang, 2012). 

The scholars who advocate escapism, or the exit view, argue that EMNEs internationalize to 

countries with stable institutional environments in order to avoid or distance themselves from poor 

institutions at home (Boisot & Meyer, 2008; Witt & Lewin, 2007; Yamakawa, Peng, & Deeds, 

2008). The exploitation view on the other hand claims that EMNEs are experts in handling poor 

institutions and are exploiting this knowledge by internationalizing to other countries with weak 

institutions, thus mainly investing in other emerging countries. In comparison to MNEs from 
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developed countries, EMNEs are superior in handling these weak institutions and thus possess 

advantages (Cuervo-Cazurra & Genc, 2008).  

Institutional arbitrage logic has also been criticized by other scholars, who argue that institutions 

are only one variable explaining the internationalization of EMNEs and cannot in and of 

themselves fully explain the phenomenon. These scholars claim that the co-existence of escapism 

and exploitation of weak institutions bolsters their criticism (Luo & Tung, 2018). 

 

2.2.3. Summary 

In comparing the different FDI theories discussed above as well as views on the 

internationalization of EMNEs, it becomes apparent that there are three factors that recur 

frequently across different models: the possession (or non-possession) of FSAs over foreign 

competitors; the choice of entry mode; and the specific motives underlying FDI. While most 

theories based on developed countries suggest that a company must possess FSAs before even 

considering going abroad, newer theories argue that EMNEs do not in fact possess FSAs, and 

therefore internationalize to obtain these advantages. Moreover, according to traditional theories, 

a lack of FSAs would result in EMNEs launching their internationalization with modes that require 

less commitment, such as exports or licensing. However, newer theories argue that EMNEs start 

by directly investing in foreign countries in order to achieve a high degree of control over their 

newly obtained businesses. Lastly, conventional theories see market-seeking as the main motive 

for internationalization, while newly developed theories present strategic asset-seeking as either 

the main motive (cf. the LLL framework) or as an important motive alongside inter alia market-

seeking (springboard). 

In summary, it appears that there is no uniformity within the IB literature about theories explaining 

FDI in general, let alone the internationalization of EMNEs. While the seven presented theories 

might present some similarities, their differences are significant (cf. Table 1). This thesis will 

therefore assess whether any of these theories can explain Indian FDI in Europe. 
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Locations/Target 

Countries

Timing/Speed of 

Internationalizatio

Investment 

Scale/Mode of 

Internalization 

Theory

Buckley and 

Casson (1976)

• Companies invest 

abroad if the benefits of 

exploiting FSAs 

outweigh the relative 

costs of the operation 

abroad

• Companies develop 

their own internal 

markets whenever the 

associated costs of 

transactions can be 

made lower within the 

firm

How does an MNC 

internalize cross-

boarder transactions?

--> MNC uses a 

hierarchy in a cross-

border transaction 

when the costs of 

using contracts 

exceed the costs of 

internalizing the 

transaction

• Countries that have 

lower adjustment 

costs (e.g. 

information costs, 

currency risk, etc.)

• Countries with 

little transaction 

costs

• Determined by 

firms' economies of 

scale and the degree 

and nature of 

competition at home 

and abroad

• Firms use foreign 

direct investment 

until the cost of 

internalization 

outweigh its benefits

EMNEs have a greater tendency to 

internalize operations overseas 

because of their experience of a 

relatively higher level of 

transaction costs at home. Thus, 

the attitudes toward transactions 

costs are different among managers 

from different countries.

Internationali-

zation Process 

Model (Uppsala 

Model)

Johanson and 

Wiedersheim-

Paul (1975)

• Companies invest 

abroad based on 

gradual learning and 

the development of 

market knowledge

• The process of 

internationalization is 

evolutionary and 

sequential build-up of 

foreign commitments 

over time

How does an MNC 

internationalize?

--> MNC 

internationalizes 

incrementally to 

minimize risks and 

obtain experiential 

knowledge from 

abroad

• First countries 

with less psychic 

distance and step by 

step countries with 

further psychic 

distance (original 

model)

• First countries 

with good existing 

networks and step 

by step countries 

with lower position 

in networks (2009 

model)

• Determined by the 

amount of 

knowledge the firm 

possesses, 

particularly 

experiential 

knowledge and the 

uncertainty regarding 

the decision to 

internationalize

• A sequential and 

successive process is 

followed from no 

regular export, to 

export via agents, to 

establishment of 

overseas 

subsidiaries, to 

overseas production

EMNEs choose between a country 

with lower psychic distance but 

with less attractive market or a 

country with greater psychic 

distance but with more attractive 

market. EMNEs have a higher 

level of tolerance for risk. Thus, 

EMNEs contribute to the 

separation of psychic distance from 

market attractiveness in decisions 

on the target countries. The level of 

risk aversion in selecting target 

countries and entry mode is 

influenced by home country. 

Eclectic 

Paradigm (OLI)

Dunning 

(1977)

• Market expansion is 

based on the 

possession of home-

based ownership-

specific advantages and 

the transfer of them to 

benefit from overseas 

location advantages

• Firms directly invest 

abroad if they possess 

internalization 

advantages

Why does an MNC 

set production 

facilities abroad?

--> MNC sets up 

production facilities 

abraod when it has 

ownership 

advantages (O) at 

home, location 

advantages (L) 

abraod and 

internalization 

advantages (I) of 

keeping the foreign 

operation within the 

firm

• Countries that have 

location-specific 

advantages (e.g. 

natural resources, 

the quality and size 

of the labor force, 

cultural factors, 

political barriers, 

etc.)

• When companies' 

competitive 

advantages are 

sufficient to 

compensate for the 

costs of setting up 

and operating a 

foreign value adding 

operation

• Determined by the 

extent to which 

companies can utilize 

their ownership 

advantages (e.g. 

property, 

technologies, 

knowledge, 

managerial abilities)

• Determined by the 

marginal 

internalization costs 

and benefits

EMNEs expand overseas not only 

to exploit distinct ownership 

advantages developed at home, but 

also to search for ownership 

advantages. Such expansion 

involves the search for location 

advantages without moving their 

production abroad. Thus, types of 

ownership and location advantages 

derived from internationalization 

rely on the country of origin. 

EMNEs not only internationalize to 

gain these advantages but also to 

mitigate the disadvantages at home.

Resourced-

Based-View

Penrose 

(1959)

• Competitive 

advantages are based 

on a company's ability 

to develop a bundle of 

resources which is 

valuable, rare, imitable 

and non-substitutable. 

• Companies become 

MNCs if they are better 

than others in utilizing 

their resources across 

boarders

How does an MNC 

expand and compete 

across countries?

--> MNC creates firm-

specific assets whose 

services are used to 

create products and 

services, with 

management being 

the key constraint to 

growth at some point 

in time

• Countries, in 

which the general 

and competitive 

conditions allow the 

MNC to utilize 

home-based 

resources

• When companies' 

resources are 

sufficient and 

especially the 

companies' 

management is able 

to successfully 

manage the resources 

across boarders

• Depends on the 

presence of 

sustainable 

advantages  

EMNEs prefer entry modes which 

provide a high level of control over 

foreign operations as they want to 

protect their knowledge and 

resources. At the same time, 

EMNEs develop sustainable 

advantages and internationalize in a 

co-evolutionary manner. 

Linkage-

Leverage-

Learning 

Framework 

(LLL)

Mathews 

(2006)

• Companies' OFDI 

focusses not only on 

their own advantages, 

but on the advantages 

that can be leveraged 

and linked externally

• Repeated application 

of linkage and leverage 

processes may result in 

organizational learning

How did large Asian 

companies 

internationalize?

--> Large Asian 

companies used 

external advantages 

by leveraging and 

linking them and 

repeated this process, 

which resulted in 

organization learning.

• Countries that 

firms can gain 

resources through 

linkage with external 

firms

• Countries where 

firms can leverage 

external linkages 

and learn

• Early accelerated 

internationalization

• Determined by 

companies' desire to 

overcome latecomer 

disadvantages

• Determined by the 

extent to which 

companies need to 

gain linkages

• Determined by 

supplies of leverage 

and learning 

activities

./.

Major assumptions
Initial 

argument
Theory

Implications on FDI Entry Strategies Suggested differences between 

EMNEs behavior and the 

theory's expected behavior

Key question on 

MNC behavior & 

key answer
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Table 1: Overview of FDI theories. Source: Cuervo-Cazurra (2012), Kittilaksanawong & Dai (2015), Luo & Tung (2018) and Luo 

& Wang (2012). 

 

3. Literature Review 

The following chapter provides an overview of the existing literature related to the remarkable 

development of FDI from emerging markets and particularly from India. Thus, the first section 

presents literature referring to the general rise of EMNEs, while the second section introduces 

literature regarding the emergence of Indian MNEs, especially concerning Europe as one of the 

top recipients of FDI from emerging markets and as the focus of this thesis (Jindra, Hassan, & 

Cantner, 2016). Section three summarizes this chapter.  

 

3.1.  The Emergence of EMNEs 

In today’s competitive global economy, rapid growth of EMNE FDI activities is one of the most 

significant developments (Buckley & Tian, 2017; Kotabe & Kothari, 2016; Luo & Tung, 2007; 

Mathews, 2006; Rienda, Claver, & Quer, 2013; UNCTAD, 2010). In this context, current literature 

groups the gradual emergence of FDI from emerging economies into three different waves (e.g. 

Dunning, 1994; Gammeltoft, 2008; Rasiah et al., 2010; UNCTAD, 2005). The first wave took 

place from the 1960s to mid-1980s and was characterized by investments mainly coming from 

Latin America and directed towards other, often neighboring developing countries, predominantly 

driven by resource- and market-seeking motives (Gammeltoft, 2008). The second wave (late 1980s 

Springboard 

Perspective

Luo & Tung 

(2007)

• Companies use 

internationalization 

systematically and 

recursively as a 

springboard to 

compensate for their 

competitive 

disadvantages and 

latecomer 

disadvantages

Why does an EMNE 

internationalize?

--> To overcome its 

own poor standing in 

terms of ownership 

specific advantages

• Countries in which 

companies can 

acquire strategic 

resources

• Countries in which 

companies can 

reduce the 

institutional 

hardship and market 

constraints at home

• Accelerated 

internationalization

• Internally propelled 

by corporate 

entrepreneurship

• Externally boosted 

by home 

governmental 

supports

• Relatively in large 

scales with leapfrog 

trajectories

./.

Institutional 

Arbitrage Logic

Witt & Lewin 

(2007)

Boisot & 

Meyer (2008)

Cuervo- 

Cazurra & 

Genc (2008)

• Companies engage in 

international expansion 

to either escape or 

exploit their poor 

institutional situation at 

home

Why does an EMNE 

internationalize?

--> To exploit the 

institutional hardship 

by using the gained 

knowledge in other 

developing countries 

or to escape this 

hardship by entering 

developed countries

• Countries with 

strong institutions 

(exit view)

• Countries with 

poor institutions 

(exploitation view)

n/a • Rather committing 

modes to really profit 

from the institutional 

stability (exit view)

./.
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to mid-1990s) was dominated mainly by Asian MNEs and included the beginnings of investment 

in developed countries with market- and asset-seeking as main motives (Gammeltoft, 2008; Rasiah 

et al., 2010). In the third wave, which has been going on since the 1990s, the largest Asian MNEs 

already compete with Western MNEs. Although other developing countries continue to be the 

main destination for FDI from emerging markets, emerging market investments in developed 

countries for strategic asset-seeking motives are continuously increasing (Gammeltoft, 2008; 

Rasiah et al., 2010). 

 

Motives & Drivers 

Studies have determined several distinct drivers for increasing FDI from EMNEs around the world 

(e.g. Buckley et al., 2007; Gammeltoft, 2008; Gammeltoft & Hobdari, 2017; Luo & Tung, 2007; 

Rasiah et al., 2010). EMNE’s motivation is not only to make use of their competitive advantages 

such as cost-innovation and high cost-benefit ratio in both developing and developed countries 

(Buckley et al., 2007; Luo & Tung, 2007; Peng, 2012), but also to overcome their competitive 

disadvantages (lack of key technologies, shortfall of managerial expertise etc.) by increasingly 

focusing on developed countries (Makino, Lau, & Yeh, 2002; Ramasamy, Yeung, & Laforet, 

2012; W. Zhao, Liu, & Zhao, 2010). This gives them the opportunity to rapidly upgrade their firm-

specific resources and capabilities in order to catch up with their global competitors (Gammeltoft, 

2008; Gammeltoft & Hobdari, 2017; Kotabe & Kothari, 2016; Luo & Zhang, 2016).  

Throughout the three waves, market-seeking has been the prevailing motive for EMNEs to engage 

in FDI (Gammeltoft & Hobdari, 2017; Rasiah et al., 2010). With time, EMNEs have invested in 

markets progressively further away from their home countries (Rasiah et al., 2010).  

Moreover, access to strategic assets has become more important to EMNEs ever since the late 

1990s, mainly due to growing competitive pressure (Rasiah et al., 2010). Firms have been 

acquiring companies from developed economies to seek technology, marketing and R&D 

capabilities, distribution networks, brands, and managerial and organizational skills (Rasiah et al., 

2010). 

Institutional factors, such as home government support or on the other hand existing institutional 

voids (e.g. insufficient enforcement of commercial laws, lack of legal protection for property 

rights, lack of transparency in judicial and litigation systems etc.), have also been widely identified 

throughout the literature as important drivers for the internationalization process of EMNEs (e.g. 
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Aulakh, 2007; Luo & Tung, 2007; Wright, Filatotchev, Hoskisson & Peng, 2005). In many cases, 

home governments increasingly promoted internationalization of their companies by 

implementing various institutional reforms (administrative and fiscal decentralization, market 

liberalization, industrial restructuring, etc.). This has led to a corporate transformation of 

fundamental mechanisms in these countries and set off radical changes in firms (Aulakh & Kotabe, 

2008; Dacin, Goodstein, & Scott, 2002; Luo, Xue, & Han, 2010). However, in other cases EMNEs 

have tried to bypass institutional voids in their home economies by undertaking FDI (Kalotay & 

Sulstarova, 2010; Perez-Batres & Eden, 2008). 

 

Location Choice & Entry Modes 

Literature suggests that EMNEs often target less or similarly developed host countries, since they 

are used to operating in a weaker institutional environment, which gives them a competitive 

advantage towards DMNEs in these markets (e.g. Cuervo-Cazurra & Genc, 2008; Guillén, 2002; 

Kang & Jiang, 2012; Kimura & Lee, 1998; Morck, Yeung, & Zhao, 2008). In addition, narrower 

technological gaps exist between developing countries, which may facilitate the absorption of 

technological knowledge and hence generate more spillovers than in the case with developed 

countries (Herzer, 2011). Nevertheless, some EMNEs have entered developed economies such as 

Western Europe (Dunning & Narula, 1996), where they have been competing against developed 

firms which usually have richer resource portfolios (Hoskisson, Tihanyi, White, & Kim, 2004). 

Case studies have shown that partnerships with Europe in the area of R&D remain elusive. 

However, they also show an appetite for investment in production processes, not only in order to 

improve quality, but also for brand building. Thus, companies are eager to expand local production 

capacity in the European market (Brennan & Bakir, 2016). 

In the first wave, EMNEs typically entered through greenfield investments, whereas from the 

1990s onwards, international acquisitions became more common (Rasiah et al., 2010). In this 

context, several key factors have been shown to have an impact on the entry mode of EMNEs, 

including the institutional characteristics of home and host country (Michailova & Ang, 2008), the 

competitive situation and imitation in the home economy (Deng, 2009; Li & Yao, 2010), and more 

generally, the strategic intention to internationalize (Fabian, Molina, & Labianca, 2009). 

Furthermore, studies have found that entry strategies of EMNEs tend to be more radical than those 

of traditional MNEs (Luo & Zhang, 2016). This is proved by several case studies of large EMNEs 
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that rapidly expanded internationally through high-risk, high-control entry modes, particularly 

acquisitions (e.g. Rui & Yip, 2008; Satta, Parola, & Persico, 2014).   

 

3.2.  The Emergence of Indian MNEs 

The emergence of Indian MNEs on an international level began in the early 1960s, when a number 

of large Indian business conglomerates such as Tata, Kirloskar and Birla began to expand their 

production processes cross-border by investing in African countries and Sri Lanka (Pradhan, 2004, 

2005). Since then, the number of Indian MNEs has grown continuously, promoted by economic 

liberalization and characterized by significant changes in their patterns and motivations (new 

destinations, new sectors, and different patterns of ownership) (Bhasin & Jain, 2015; Kumar, 2008; 

Pradhan, 2008). According to UNCTAD (2002, 2017), OFDI flow from India has risen from an 

average of US$37 million per year in the period of 1990–1995 to approximately US$8 billion from 

2011 to 2016.  

Therefore, the evolution of Indian OFDI can be divided into two periods. The first period is 

commonly known as the “pre-1990 period,” and the second period runs from 1991 to the present 

(Pradhan, 2005). Throughout the first period, Indian FDI activities originated largely in the 

manufacturing sector, were generally marked by minority Indian equity participation and targeted 

mainly other nearby developing countries (Kumar, 2008; Pradhan, 2004, 2005). This changed 

during the second period, when Indian FDI arose mainly in the service sector and increasingly 

focused on developed countries, often marked by majority ownership to protect FSAs (Nayyar, 

2008; Pradhan, 2004, 2007).  

According to the literature, the economic relationship between India and Europe has intensified 

since the new millennium, when the presence of Indian firms reached a critical amount in both 

number of companies and investment expenditures (Brennan & Bakir, 2016; Rasiah et al., 2010). 

Well-known examples are Videocon International’s acquisition of Thomson SA in 2005, Dr. 

Reddy’s 100% acquisition of German pharmaceutical and health care company Betapharm 

Arzneimittel GmbH in 2006, and Tata Steel’s 100% acquisition of British Corus Steel in 2007 

(Rasiah et al., 2010). The most prominent example of Indian FDI in Europe is the acquisition of 

the UK firms Jaguar and Land Rover by Indian conglomerate Tata with the purpose of entering a 

more innovation-intensive sector of the automotive market, as JLR provided advanced technology, 

innovation, and production capability (Brennan & Bakir, 2016).  
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Motives & Drivers 

Many Indian firms consider FDI as an important part of their corporate strategy in order to enhance 

global competitiveness (Bhasin & Jain, 2015; Hattari & Rajan, 2010; Singal & Jain, 2012). Their 

main motives for FDI are (1) to get away from a restrictive business environment caused by 

government regulations, (2) to ameliorate the high costs of imported and domestic inputs, and (3) 

the desire to make use of host countries’ growing markets (Gammeltoft, 2008) by buying brand 

names, acquiring technology, management know-how, processes, and marketing and distribution 

networks (Hattari & Rajan, 2010). However, the motivations underlying Indian FDI have also 

undergone significant changes in the two periods. The general pattern has moved from mere 

market-access - and natural resource-seeking to more strategic asset-seeking in order to obtain 

access to technology, known brands, networks, and human skills, thus enhancing the investor’s 

position in the globalizing world market (Hattari & Rajan, 2010; Kumar, 2007; Pradhan, 2004, 

2005; UNCTAD, 2017). In addition, Indian economic presence through subsidiaries across global 

markets assures closer interaction between Indian firms and their buyers as well as better after-

sales-services, which are highly important factors for international competitiveness (Kumar, 

1998). Other Indian FDI drivers presented in the literature are previous experiences in export 

activities as well as competition with other MNEs within India (Gammeltoft, 2008; Pradhan, 

2004). 

 

Location Choice & Entry Modes  

In terms of the location, the IB literature records that particularly during the first period (pre-1990), 

proximity in geography, history, ethnicity and languages had a great impact on the location choice 

of Indian MNEs and they therefore mainly engaged in FDI in other emerging countries 

(Gammeltoft, 2008; Kumar, 2008). Thus, Sri Lanka, Thailand, Malaysia, and Singapore had the 

highest inflow of Indian FDI (Gammeltoft, 2008; Pradhan, 2004). However, throughout the second 

period (from 1990 ongoing), Indian MNEs increasingly focused on industrialized countries that 

had already been key destinations for Indian exports such as Europe (mainly UK) and the US 

(Gammeltoft, 2008; Kumar, 2007; Pradhan, 2005; Singal & Jain, 2012). 

A major change also took place in terms of the entry modes of Indian FDI (Tolentino, 2010). Since 

greenfield investments in developing countries were the dominant entry mode in the context of 
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Indian FDI until the end of the 1990s, brownfield investments in developed countries, particularly 

in the form of acquisitions, became more and more popular for various strategic reasons (Hattari 

& Rajan, 2010; Pradhan, 2008; Tolentino, 2010).  

 

Sectors  

According to the literature, low- and medium-technology manufacturing sectors characterized the 

first period of Indian OFDI (Rasiah et al., 2010), while the service sectors emerged as another 

significant investor in the second period (Pradhan, 2008; Pradhan & Singh, 2009). Since then, the 

sectors that have made the biggest number of acquisitions abroad are IT services, 

telecommunications and manufacturing (automotive, pharmaceuticals, steel, chemicals and 

consumer goods) (Nayyar, 2008; Singal & Jain, 2012).  

 

OFDI Policy  

The emergence of Indian OFDI has been guided by the increasing liberalization of its government 

policy and better access to financial markets (Hattari & Rajan, 2010; Kumar, 2008; Rienda et al., 

2013). Not only did the Indian government realize the importance of outward investments for the 

global competitiveness of Indian industry, but the relative foreign exchange scarcity in the country 

also led to increasing government support for outward investing (Kumar, 2008). India therefore 

deregulated foreign exchange policies, access to international capital markets, foreign ownership 

ceilings and several other regulations, all with the purpose of promoting OFDI (Hattari & Rajan, 

2010). This development of OFDI government policy occurred in three phases, reflecting the 

different OFDI limits set by the government (Kumar, 2007, 2008). First came the restrictive policy 

during 1978–1992, then the permissive policy in 1992–2003, and since then the liberal policy, in 

which Indian enterprises are allowed to invest up to 100% of their net worth in other countries 

(Nayyar, 2008). 

 

 

 

 



 25 

Relationship with Europe 

The economic relationship between India and Europe has been based primarily on trade 

cooperation, which was transformed into a strategic partnership in 2014. Agreements such as the 

“Broad-based Trade and Investment Agreement”, a free trade agreement that has been the subject 

of ongoing negation since June 2007, might be another inducement for Indian companies to expand 

their presence across Europe (Brennan & Bakir, 2016). However, several disagreements still exist 

between both parties and thus no consensus has yet been reached (Suneja, 2018). 

An analysis of 585 Indian firms that conducted 1,112 operations of investment in Europe during 

the 2002–2012 period shows that the number of Indian investments went through significant 

changes with a rapid fall in 2009 due to the effects of both the subprime and eurozone crises. 

However, in 2010 a sharp rebound occurred (cf. Figure 2). Moreover, the analysis found that the 

major share of Indian firms located in Europe during that time were held by private entities, with 

only a small amount (3%) of public investment. In addition, Indian direct investment in Europe is 

not driven only by large companies, but also by small- and medium-sized enterprises (SMEs), 

especially in technology-intensive sectors such as ICT and pharmaceutics. Although the numbers 

of greenfield investments and M&A are quite similar, there is a significant difference in terms of 

value, where M&A far outpace greenfield investments. They not only provide access to new 

markets, but also to strategic assets, such as new technology and know-how, brands, and 

distribution networks, and hence lead to a transfer of knowledge such as intellectual property 

rights. As a matter of fact, the more technology-intensive the sectors are, the higher the number of 

M&A (Brennan & Bakir, 2016). 

 

Figure 2: Indian investments in Europe from 2002 to 2012. Source: Brennan & Bakir (2016). 
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In terms of location choice, literature shows that Indian companies prefer countries with a large 

market size, which emphasizes Indian firms’ market-seeking motivations. According to Brennan 

and Bakir’s (2016) analysis, ten European countries receive the major share of Indian investments 

in Europe (cf. Figure 3). The UK, Germany, and France make up approximately 70% of the total 

share. Considering that these countries accounted for roughly 50% of the total European GDP in 

2012, this supports other scholars’ findings that market size attracts FDI (e.g. Buckley et al., 2007; 

Kolstad & Wiig, 2012). Moreover, other aspects such as history, language, ethnic community, 

and/or culture may also be significant in Indian firms’ location choice (Brennan & Bakir, 2016).  

 

Figure 3: Top ten host countries within Europe for Indian investment from 2002 to 2012. Source: Brennan & Bakir, (2016). 

 

Regarding company functions, Brennan and Bakir found that services (e.g. software consulting, 

marketing, logistics, after sales) and manufacturing are the primary functions operated by Indian 

subsidiaries in Europe. R&D has only a minor share, which can be explained by, among other 

factors, the crisis period, in which limited investments in R&D were made. Moreover, the analysis 

identified three main sectors of Indian investments in Europe, with IT services by far the most 

important (e.g. Tata Consultancy Service, Infosys Tech and Wipro Tech), followed by 

pharmaceutics and engineered goods and metals (Brennan & Bakir, 2016). 

 

3.3.  Summary 

The existing literature on FDI activities of EMNEs, particularly that of Indian MNEs, shows that 

their motives, location choices, entry modes, and sectors have changed over time. In terms of 

motives, strategic asset-seeking has gained more and more popularity, although market-seeking 
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seems to remain the main motive underlying FDI from EMNEs. Moreover, the target location of 

EMNEs’ FDI has changed over time, with developed regions such as Europe becoming one of the 

top recipients of emerging markets’ FDI. This goes along with the changed entry strategies, in 

which M&A have become more and more popular. In addition, the main sectors involved in Indian 

direct investment in Europe are IT services, pharmaceutics, and engineered goods and metals.  

Nevertheless, most of the studies on EMNEs are biased towards China, while other emerging 

markets are under-researched (Jormanainen & Koveshnikov, 2012). Thus, the above-mentioned 

quantitative analysis of Indian firms seems to be an exception. It covers a number of areas that 

will also be a focus of this thesis, such as the motives of Indian firms engaging in FDI, their entry 

modes, the sectors and functions in which they operate, as well as host country factors that attract 

Indian FDI. However, the study covered only host countries’ GDP as a potential factor and did not 

investigate in other factors.  

 

4. Methodology 

In tackling a research question, the research process and results are always influenced by the 

underlying research philosophy and the research approach. Moreover, a research question is turned 

into a research project by determining three research design factors: methodological choice, 

research strategy, and the time horizon for the research (Saunders, Lewis, & Thornhill, 2012). 

Therefore, this chapter will first present the research philosophy and approach, then introduce the 

research design, and lastly give detailed information about the methodology for the different parts 

of the thesis. 

 

4.1.  Research Philosophy & Approach 

The present thesis builds mainly on the research philosophy of positivism. In the positivist view, 

authentic knowledge can be derived only from positive verification, meaning that only observable 

phenomena can be used for an objective interpretation of the data (Blaikie, 2007). Research is thus 

seen as value-neutral, and the researcher is an independent and objective analyst (Blumberg, 

Cooper, & Schindler, 2011). However, as this thesis conducts a case study alongside the 

quantitative analysis, its positivism will be complimented by interpretivism, as the case study 
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involves some degree of subjectivity, which is not fully aligned with the independent and objective 

viewpoint of positivism. 

In order to answer the research question, the thesis applies a deductive research approach, using 

theory as a basis to generate hypotheses and then proceeding to test these (Greener, 2008). This 

approach is used across all chapters of the thesis, including the descriptive analysis, the regression 

analysis, and the case study. 

 

4.2.  Research Design 

As the subordinate questions vary in their perspectives, different methods are employed at various 

stages of the research process. Specifically, a quantitative as well as a qualitative analysis are 

conducted in a complementary manner, meaning that each set of data is selected, collected, and 

analyzed separately in order to draw ultimate conclusions and interpretations. The thesis further 

relies on so-called “fully integrated mixed methods research,” as the two methodologies are used 

at every stage of the research process (Leech & Onwuegbuzie, 2009). Moreover, the research 

design can be identified as sequential explanatory, since the quantitative research is followed by 

the qualitative one (Creswell & Clark, 2007).  

Based on the research question and its subordinate questions, this thesis follows a combination of 

descriptive and explanatory research, in which the description represents a precursor to 

explanation, meaning a so-called “descripto-explanatory” study is being conducted. On the one 

hand, the objective of the research is to gain an accurate profile (description) of events, in this case 

Indian direct investment in Europe; on the other hand, the study aims to establish causal 

relationships (explain the link) between variables, in this case various host country factors and the 

number of Indian direct investments (Saunders et al., 2012). 

The research strategies applied in this thesis consist of the survey strategy, the experiment strategy, 

and the case study strategy. The survey strategy allows researchers to collect quantitative data to 

analyze it using descriptive statistics (Saunders et al., 2012). This strategy is thus needed mainly 

to answer sub-question one. The experiment strategy uses hypotheses to study the probability of 

change in a dependent variable caused by other independent variables (Hakim, 2000) and is 

therefore needed mainly to answer the second subordinate question. Lastly, the case study strategy 

enables researchers to gain a rich understanding of the processes behind a phenomenon (Eisenhardt 
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& Graebner, 2007). Thus, it will be the main foundation of the answer to sub-questions three and 

four. Sub-question five will finally be answered by a combination of the findings of all research 

strategies. 

The next important choice in research design concerns the time horizon. Since this thesis studies 

Indian direct investment in Europe which existed at the time of data extraction, it will mainly be 

cross-sectional, meaning that it studies a particular phenomenon at a particular time rather than 

over a longer period. However, some longitudinal aspects are also involved, as the thesis 

sometimes examines development over time (Saunders et al., 2012). 

Lastly, the research is solely based on secondary data, as sources of high quality already exist, 

especially for the quantitative analysis. Negotiating access to primary data on the other hand would 

have exceeded the time available for this thesis. 

To provide an overview of these applied research design aspects, Figure 4 presents a Research 

Onion Diagram showing the methodological approach step by step.  

 

 

Figure 4: Research Onion. Source: Own presentation based on Saunders et al. (2012). 
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4.3. Quantitative Analysis 

In order to answer sub-questions one and two, a quantitative analysis is chosen by first conducting 

a descriptive analysis to describe the patterns underlying Indian subsidiaries in Europe and their 

investors, and then employing a regression analysis to identify the host country factors attracting 

Indian FDI. This section will present the selection criteria, data collection, and the evaluation 

process for both analyses.  

 

4.3.1. Descriptive Analysis 

To investigate the first sub-question, which asks about the patterns of Indian subsidiaries in 

Europe, a descriptive analysis is conducted. In this way, an accurate profile of Indian direct 

investment in Europe can be developed. 

 

Data Selection & Collection 

The aim of the descriptive analysis was to identify patterns in FDI of Indian MNEs in European 

countries in order to also answer the first sub-question. Therefore, the examined data set comprised 

all subsidiaries located in Europe with an Indian GUO.     

The descriptive analysis is applied to the years between 2004 and 2016. The start date was chosen 

because it marks the end of restrictive Indian government policy before (see the subsection “OFDI 

Policy” in Chapter 3.2. above). Only since 2004 has liberal policy allowed Indian enterprises to 

invest up to 100% of their net worth in other countries (Nayyar, 2008). Thus, any previous data 

might be biased, as it would not show the unrestricted and hence unaffected FDI behavior of Indian 

firms. Consequently, only investments made after the governmental implementation of liberal 

OFDI policy were included. Furthermore, 2016 was used as an end date for the quantitative 

analysis as the necessary data were mostly available until then.  

The analysis of Indian FDI in Europe took place at a company level. Therefore, a comprehensive 

collection of useful data (size, sector, function, host country etc.) was required in order to analyze 

respective company characteristics. Thus, a manual search appeared rather pointless, not only 

because of the different investigation aspects, but also due to the high amount of annual FDI from 

India (e.g. US$5.1 billion in 2016 (UNCTAD, 2017)). Even though there are several statistics 



 31 

regarding Indian OFDI, such as from UNCTAD or India’s Ministry of Finance, these present only 

investment volumes and are thus of limited use for a company-level analysis. After all, the analysis 

of investment volumes alone can have the effect that some very large investments by a small 

number of companies may unreasonably skew actual patterns of the majority of Indian MNEs, 

distorting study results. Consequently, only India’s official OFDI statistics were used for the 

description of global Indian OFDI volumes.   

Individual subsidiary data for this study were extracted from Orbis, a global company database 

provided by Bureau van Dijk (HBS, 2018). It contains information on roughly 180 million 

companies across the world by using and combining information from 160 different information 

providers. Orbis offers the ability to extract companies that are registered in Europe and have a 

GUO in India, regardless of whether it is a direct level of ownership or indirect at the second or 

third level (cf. Appendices 1 & 2). However, third-level subsidiaries were only included when a 

majority share existed at at least one level of ownership. Since Orbis does not identify ownership 

levels of less than 25%, this level of ownership automatically sets the lower limit for minority 

equity-owned associates in the sample (“Definition of the Ultimate Owner,” 2018). 

Further, information about the company’s name, its BvD ID number, its company size, its host 

country, its date of incorporation, its major sector, its NACE code, its ownership share, its revenue, 

and its number of employees were extracted from Orbis and compiled in a table. In addition, data 

of the corresponding parent company such as its name, its BvD ID, its size, its major sector, its 

NACE code, and its other foreign subsidiaries outside of Europe were included (cf. Appendix 3).  

The first extract of all selected data consisted of 1,478 Europe-based companies with an Indian 

parent and incorporated between 2004 and 2016 (cf. Appendix 1). After checking the retrieved 

data from Orbis, some companies appeared to provide no information regarding important 

characteristics such as size, location, or NACE code and were excluded from the research 

population. Consequently, the final sample consisted of 1,123 subsidiaries in 32 European 

countries. However, Orbis did not cover all investigation aspects necessary for the analysis such 

as the subsidiary function, the investment behavior based on the location choice, or the entry mode. 

The first two aspects were calculated based on the authors’ own approach, which is explained in 

detail in Chapter 5.1 and in Appendix 3. To gain information on entry modes, the database Zephyr, 

which provides detailed information about worldwide deals, was used. It contains information on 

M&A, venture capital deals, IPOs, and private equity (BvD, 2018c). Since Orbis and Zephyr are 
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both provided by the Bureau van Dijk, both assign BvD IDs as an identification number for 

respective companies. The original intention was to assign the deal type from Zephyr to the 

corresponding subsidiary retrieved from Orbis. This procedure proved problematic in that Zephyr 

shows only the BvD IDs of target companies before the corresponding deal has taken place. As 

many company names are changed after a deal is completed, the Bureau von Dijk assigns new 

BvD IDs, which led to the problem that many deals could not be matched with current subsidiaries. 

As a result, Orbis and Zephyr data could not be successfully combined to yield detailed 

information on deal types (i.e., entry mode). Nevertheless, the table from Zephyr still represented 

a good foundation for assumptions about the preferred entry modes of Indian MNEs in the selected 

period.  

 

Data Evaluation 

The final collected data were organized with respect to selected characteristics. Thus, the data were 

converted into interpretable graphics using the software tool tableau (Tableau, 2018). In tableau, 

the number of recorded investments was compared to several characteristics such as year of 

incorporation, company size, location, function(s), sectors, and ownership share. The resulting 

graphics were analyzed and described in order to identify patterns or certain characteristics in 

connection with Indian investments to Europe. The same process was repeated with the 

characteristics of the GUO, as the GUO is the initiator of the FDI process and accordingly GUO 

characteristics are also crucial for the analysis of overall patterns. Consequently, the number of 

recorded investments was compared to the GUOs’ size, sectors, and investment behavior. The 

investment behavior of the subsidiaries’ GUO was determined based on its total foreign 

subsidiaries using a measure described in more detail below (cf. Chapter 5.1.3).   

After the description of the individual characteristics, a hierarchical agglomerative cluster analysis 

was conducted using the data analysis and statistical software Stata, in order to identify distinct 

groups of FDI with related characteristics. The purpose of a cluster analysis is to detect 

homogenous subsets in a heterogenous entirety of data points, starting with single elements and 

aggregating them into clusters. Though it is usually applied to group cases, it can also be used for 

variables. Thus, all selected variables, presented in more detail in Chapter 5.1.4, are initially 

considered as single elements and subsequently assigned to groups according to their similarity 

(Gammeltoft & Fasshauer, 2017).  
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In order to perform a cluster analysis, a measure of distance/similarity as well as a linkage method 

must be set. The distance/similarity measure depends on the scaling of the selected variables 

(Dillon & Goldstein, 1984). In the present thesis, the variables in question were converted into 

binary variables, indicating whether a certain characteristic is present (1) or not present (0), in 

order to obtain a few big and interpretable clusters, instead of several small ones. The exact 

conversion of the characteristics into binary variables is explained in the corresponding part of the 

descriptive analysis (cf. Chapter 5.1.4). While most cluster analyses include each characteristic 

only once, the special features of binary variables require a double inclusion of the characteristic. 

This is the case because possible similarities would not be identified if characteristics were covered 

only once. For instance, if both “small subsidiaries” and “service sector” were coded as 1, a 

hypothetical relationship between “small subsidiaries” and “RD/manufacturing” would not be 

identified due to the large distance between the two variable outcomes (1-0). Thus, every variable 

outcome received its own dummy variable for the cluster analysis in order to prevent a distortion 

of the relationships between the selected variables (Gammeltoft & Fasshauer, 2017). 

Even though this is on the face of it a rather unusual approach, Gammeltoft and Fasshauer (2017) 

established its successful applicability. In the course of this, the Jaccard Coefficient, a measure of 

similarity introduced by Sneath (1957) was chosen, as it measures the relative share of common 

characteristics. Using this index, common missing values are excluded, and mismatches and 

matches are weighted equally.  

The linkage method is not based on general rules, but rather recommendations due to its influence 

on the results. This thesis used Ward’s method of cluster extraction, a common method for the 

determination of the cluster number for hierarchical cluster analyses and a well-established 

complement to the Jaccard Coefficient for cluster extraction (Finch, 2005; Hands & Everitt, 1987). 

In summary, the cluster analysis was performed with the Jaccard Coefficient and Ward’s method 

using Stata by displaying a respective dendrogram in order to illustrate the arrangement of the 

clusters and identify distinct FDI groups. The identified groups are described with respect to the 

presented characteristics and conclude the descriptive part of this thesis.  
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4.3.2. Regression Analysis 

The second sub-question asked which host country characteristics attract Indian FDI in Europe. 

The question was approached using a regression analysis, since regression analyses are the best 

empirical methodology for defining the relationships between one dependent variable and various 

independent variables (Backhaus, 2008). 

 

Data Selection & Collection 

As stated above, the regression analysis was conducted to determine which host country factors 

attract Indian direct investment in Europe. Thus, the dependent variable should be chosen to 

accurately reflect Indian FDI, while the independent variables should be chosen to represent 

various relevant host country factors. 

To ensure a connection between the descriptive analysis and the regression analysis, both analyses 

were based on the number of Indian FDI projects per year per country, as extracted from Orbis. 

To this end, the Orbis output was inserted into a pivot-table which could easily show the required 

data. However, to increase the overall significance of the regression model, the time frame was 

extended by five years to 1999–2016. 

The independent variables each represent one host country factor which was chosen based on 

hypotheses reflecting the knowledge gained about FDI theories. These hypotheses and the 

independent variables are explained in detail in Chapter 5.2.1. To ensure that included data were 

substantial to the analysis, only those European countries were considered which received at least 

ten FDI projects from India in the time frame of the descriptive analysis (2004-2016). In total, 19 

countries met this requirement4. Also, to fit the time frame of the dependent variable, all host 

country data was collected for the time frame 1999–2016. 

In addition to the independent variables, a control variable was included in the analysis to control 

for the so-called push-effects5 from India. Following the logic that FDI from India is generally 

                                                 
4 The countries included in the regression analysis are: Austria, Belgium, Cyprus, the Czech Republic, Denmark, 

Germany, Spain, France, Great Britain, Ireland, Italy, Luxembourg, Netherlands, Poland, Portugal, Romania, 

Slovakia, Sweden and Switzerland. 
5 Push-effects are the opposite of pull-effects. Within the literature of FDI, pull-effects are host country effects 

attracting FDI and push-effects are home country factors pushing companies to exit the country (Makoni, 2015). 
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rising when push-effects from India are increasing, the authors decided to use the absolute stock 

of FDI from India as a proxy for all push-effects within the country. 

All host country data as well as the control variable data are taken from secondary sources, since 

appropriate data already exist, and collection of primary data would have been impossible for the 

authors. Data was taken primarily from international and national statistics from renowned 

institutes like the World Bank, Eurostat, and country-specific statistical offices and/or ministries. 

Thus, the retrieved data can be considered high-quality. Details on the sources of each variable 

can be found in Appendix 4. 

Furthermore, all countries showed missing values for some variables and some years. Most of 

these gaps were filled within Excel by detecting a trend over time and calculating the missing 

value based on the trend formula. Those trends were mainly linear, except for the variable “Indian 

population” which often showed an exponential trend. Moreover, some variables displayed a 

significant change of trend in some particular year, e.g. an increase until 2007 and a decrease from 

then on. This effect was taken into account when estimating the missing values by splitting the 

data when calculating trends. However, in a small number of cases, the missing value could not 

be estimated, for example when a variable was missing data for the very first or last year(s) and 

no trend could be detected. To prevent the effect of a biased variable, these gaps were simply 

treated as missing values. 

 

Data Evaluation 

Before any regression model was calculated, a correlation matrix was created to check for 

dependencies between the independent variables. If collinearity was present, one of the affected 

variables was changed to overcome it. For instance, a variable might be changed from an absolute 

number to a relative number. After this process, a new correlation matrix was created to repeat the 

process, if necessary, until no collinearity between the independent variables was present. 

As the dependent variable is the number of Indian investments made per country and year, it takes 

the form of a directly observed count. Moreover, there was no reason to assume a linear 

relationship between the dependent and independent variables. Thus, conventional linear or log-

linear models are not viable. More suitable models for count data are the Poisson regression model 

and the negative binomial regression model (Cameron & Trivedi, 2013; Gammeltoft & Fasshauer, 

2017).  
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The Poisson regression model uses the Poisson distribution to model the natural logarithm of the 

expected count (Dallal, 2009). The Poisson distribution was first developed by Simeon D. Poisson 

in 1837 and requires that the mean of the dependent variable equals its variance (Cameron & 

Trivedi, 2013). If this is not the case, the data are over-dispersed, meaning that it is more 

fluctuating than the distribution predicts. Using the Poisson regression model in a case of over-

dispersion would result in biased and overly small standard errors, which in turn could lead to a 

false declaration of significance for variables.  

An alternative to the Poisson regression model is the negative binomial regression model, which 

uses the negative binomial distribution developed by Greenwood & Yule (1920) and Eggenberger 

& Pólya (1923). This distribution is an extension of the Poisson distribution and allows more 

variability in the data. Additionally, it does not have the requirement that the mean of the 

dependent variable needs to be equal to the variance. To determine which of the two regression 

models fits better, a likelihood-ratio test for the negative binomial regression model was 

calculated. Based on this test, the authors decided which regression model to use for the present 

data. 

 

4.4. Qualitative Analysis 

The main difference between the quantitative analysis and the qualitative analysis is that the 

qualitative one focuses on the perspective of the Indian ultimate owner, not that of the European 

subsidiary. In order to answer sub-questions three and four, the authors decided to conduct a 

qualitative analysis by assessing the internationalization process and motives underlying 

internationalization of different Indian ultimate owners who directly invested in Europe. To do so, 

a case study was carried out. This section will present the selection criteria for the case companies, 

data collection, and the evaluation process of the qualitative analysis. 

  

Case Company Selection & Data Collection 

The research population of the qualitative part differs from the quantitative part in two ways. Aside 

from the fact that only four companies were assessed in detail, making the data set far smaller, the 

time frame is also different. To ensure that the whole internationalization process as well as the 
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reasons behind the foreign expansion could be understood, case companies had to be incorporated 

before 2013. Moreover, data up to March 2018 was considered. 

Non-probability sampling was used to create the sample. Even though the chosen variation of non-

probability sampling – purposive sampling –  has a low likelihood of being representative, it allows 

the authors to utilize their judgement to select cases which are best suited to answer the research 

questions. Furthermore, the focus on heterogeneous variation sampling was chosen to ensure that 

the collected data explains and describes all potentially relevant key themes (Saunders et al., 2012). 

Assuring that the small sample is as diverse as possible ensures that the detected similarities are 

especially interesting and also increases the probability that the authors can identify possible 

common patterns (Patton, 2015). Therefore, Patton’s (2015) technique of identifying various 

characteristics to select the sample was used. 

The selected characteristics were based on data extracted from Orbis (see above). The companies 

were chosen to represent different major sectors and investment behavior. However, according to 

Patton (2002), convenience is always the last factor influencing the sample. Therefore, all case 

companies had to be very large in size, as such companies provide sufficient secondary data. 

As in the quantitative analyses, data used in the qualitative analysis is secondary, as the time and 

volume available for this thesis would not have been sufficient for the collection of comprehensive 

primary data. As a result, most information was retrieved from company reports and websites, 

academic case studies as well as articles, and newspaper reports. This mixture of official company 

information and objective third party information ensures high-quality data while preventing a too 

positive picture. 

 

Data Evaluation 

FDI theories offer different perspectives on specific parts of the internationalization of firms. 

Therefore, the case study will assess three different areas of interest for each case company to 

contribute to the answer of the sub-questions and eventually the research question. 

 

1) Initial Position of the MNE 

A central question and difference between conventional and new FDI theories is whether a 

company possessed FSAs over foreign competitors before engaging in global business. While 
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conventional theories and especially the OLI model see the possession of ownership-specific 

advantages as a requirement for engaging in FDI, newer theories such as the LLL framework and 

the springboard perspective view FDI as a possible strategy to obtain FSAs. The case study will 

therefore assess the FSAs of Indian MNEs and their competitive position before internationalizing. 

 

2) Internationalization Process 

The Uppsala model states that resource commitment and FDI location follow an incremental 

internationalization depending on international experience and perceived distance to the host 

country. However, newer theories find that EMNEs do not follow such path dependencies, as they 

internationalize rather aggressively to overcome latecomer disadvantages. Thus, the case study 

will analyze the internationalization process of the case companies, including the regions and 

countries they invested in and the entry modes they used. 

 

3) Motives underlying Internationalization 

Finally, the LLL framework, the springboard perspective, and institutional arbitrage logic further 

identify why EMNEs choose to invest in foreign countries. It is therefore important to understand 

the reasoning behind an internationalization, and the case study will thus assess the motives of the 

case companies when going abroad.  

 

4.5.  Reliability 

Reliability describes the extent to which data collection and analysis procedures yield consistent 

findings. In general, three questions are being evaluated. First, whether the techniques and 

procedures would yield the same findings on other occasions; second, whether other observers 

would reach the same results; and third, whether all processes are transparent for others (Easterby-

Smith, Thorpe, & Jackson, 2012). 

When answering these questions, it quickly becomes apparent that there is a difference between 

quantitative and qualitative analysis. Therefore, this section first discusses the reliability of each 

part to finally summarize both. 
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As all data used in the quantitative analysis is secondary and no subjective variables are included, 

the same findings should be observed on all occasions, indicating a high level of reliability. 

However, the extracted data from Orbis represent a cross-section of Indian subsidiaries registered 

in the database at the moment of data retrieval. Firms which have been shut down were excluded 

from the database. Thus, the sample differs based on the extraction date. Moreover, subjectivity 

was reduced to a minimum during the quantitative analysis as objective criteria were followed 

when choosing methods or categorizing data. Combined with the high transparency given by the 

detailed description of every measure and procedure in the text or appendix, the quantitative 

analysis generally presents a high level of reliability. 

The qualitative analysis is also solely based on secondary data, which lays a foundation for high 

reliability. However, the selection of case companies followed a subjective method, meaning that 

other researchers might select other cases and thus attain different findings. On the other hand, 

every decision and technique is documented in this thesis, resulting in a high degree of 

transparency. Therefore, the qualitative analysis achieves the highest reliability possible under the 

circumstances. 

In summary, the conducted techniques and procedures and their diligent documentation ensure a 

generally high level of reliability for this thesis. 

 

4.6.  Validity  

Validity indicates the suitability of a model, measuring-, or testing method and is hence the degree 

to which a research study measures what it intends to measure. Two main types of validity exist: 

internal and external. Internal validity refers to the validity of the measurement and the test itself, 

while external validity refers to the ability to generalize the results of a study to other contexts or 

situations (Greener, 2008).  

Internal validity refers to causality, i.e. whether there is an impact of factor X on factor Y. In order 

to test this, it is important to question if the independent variable accounts completely for a change 

in a dependent variable or if there are other factors affecting this outcome (Greener, 2008). This is 

particularly important for the regression analysis applied in the present thesis, which seeks to find 

host country factors (Xn) that attract Indian FDI (Y = number of Indian subsidiaries).  
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For the regression analysis, specific proxies were chosen as independent variables according to 

their ability to accurately represent the underlying conditions which are not directly observable 

(e.g.: the degree of innovativeness of a country is reflected by its R&D expenditures and patent 

applications). Thus, the usage of other proxies could provide different results. Furthermore, 

identified relationships between host country factors and the number of Indian subsidiaries could 

be caused by other or additional factors which are not considered in the model of this thesis 

(omitted-variable bias). Such variables might for instance be weak institutional or competitive 

environments that companies face in the domestic market which push them to invest abroad. Since 

the inclusion of such country- or industry related push factors in the analysis is beyond the scope 

of this thesis, the explanatory power of the presented model is limited. However, the authors have 

tried to account for push factors in the analysis by including Indian OFDI stock as a control 

variable.  

In addition, causal ambiguity is often the case when analyzing a causal relationship. However, 

since Indian investments in Europe are still at a very low level, causal ambiguity is unlikely to be 

present in this analysis to any meaningful degree, meaning it is unlikely that Indian subsidiaries 

have a significant impact on host countries’ R&D expenditures or any other independent variable.  

In the context of external validity, generalizability of the research study needs to be considered. 

The sample used in this thesis includes all Indian subsidiaries in Europe that could be extracted 

and for which all necessary data were available. Even though completeness cannot be guaranteed, 

the presented sample still reflects an extensive part of Indian FDI activities in Europe. In terms of 

the case study, only secondary data which were not published for the purpose of this thesis were 

used. This may lead to misinterpretation and limits the validity of the findings. Moreover, due to 

the dependence on secondary data, only very large companies could be investigated. Therefore, 

the findings of the case study may not reflect the FDI motives of smaller Indian companies. They 

are likely to be unique to the specific case companies, partly because the sample size applied in 

the case study is too small to generalize underlying motives. Consequently, more comprehensive 

and in-depth research needs to be conducted to be able to justify a generalization of Indian FDI 

motives.  
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5. Analysis 

The following chapter comprises the three analyses conducted in this thesis in order to answer the 

subordinate questions and ultimately the research question. It begins with a descriptive analysis, 

which gives a comprehensive overview of the patterns and characteristics of Indian subsidiaries in 

Europe. The descriptive analysis is followed by a regression analysis, which provides insight into 

host country factors influencing the location choice of Indian MNEs in Europe. Finally, a case 

study is presented in order to identify motives underlying Indian FDI in Europe as well as to obtain 

a general picture of the investors’ situation and internationalization process. 

 

5.1.  Characteristics of Indian Subsidiaries in Europe – A Descriptive Analysis 

In this section, a descriptive analysis is conducted in order to answer the first sub-question of this 

thesis and to suggest possible answers to the remaining subordinate questions. First, Indian FDI 

and investment volumes over time are presented, followed by the illustration of patterns among 

Indian subsidiaries in terms of size, function, industry, and ownership share. In addition, 

characteristics of their Indian GUOs are presented to provide a comprehensive overview of Indian 

FDI in Europe. The cluster analysis in Chapter 5.1.4 serves as a summary of the descriptive section 

by providing distinct FDI groups which tend to have a number of related characteristics. Finally, 

the summary recapitulates from the data presented in this section. 

 

5.1.1. Indian OFDI Development & Volumes 

As stated in the above literature review, Indian OFDI flow has increased from an average of US$37 

million per year in the period of 1990–1995 to US$8 billion from 2011 to 2016 (UNCTAD, 2002, 

2017). Moreover, with an investment volume of US$72 billion between 2004 and 2009, Indian 

OFDI, as a percentage of gross capital formation, rose constantly to a peak of 4.4% in 2008 (Singal 

& Jain, 2012). 

When analyzing the data extracted from Orbis to assess Indian direct investment in Europe, the 

generally observed growth is confirmed. However, as it was not possible to extract data about 

investment volumes from the database, the number of subsidiaries incorporated per year was used 

to assess the development of Indian FDI in Europe over time. While this method does not consider 
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the investment volume and therefore might be susceptible to distortions, it still provides a good 

overview of OFDI development and allows the authors to avoid the bias which would have resulted 

from outsize investment in one particular year (Brennan & Bakir, 2016). 

Figure 5 shows that the number of investments per year increased steadily between 2004 and 2007, 

peaking in 2007 and thereafter decreasing by nearly 14%. The decrease after 2007 can be explained 

by the financial crises in 2008 and 2009. Interestingly, Indian direct investment in Europe does 

not seem to follow a steady trend again after the crises, fluctuating between 66 and 102 projects 

per year (cf. Figure 5). 

These observations mainly confirm the findings of Brennan and Bakir’s (2016) study presented in 

the literature review. The general higher level of investments per year can be explained by 

differences in the data set, as this thesis excluded some data from analysis, such as subsidiaries 

shut down prior to the study date. 

 

 

Figure 5: Number of absolute investment projects per year from 2004 to 2016. Source: Own presentation based on Orbis data. 

 

As the decrease in 2008 and 2009 is explainable by external factors affecting the entire world 

economy, and the literature review showed that other scholars group the years 2004–2016 as one 

timeframe, this thesis will look at projects either in total or per year. 
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5.1.2. Composition of Subsidiary Characteristics 

In the following, different characteristics regarding the European subsidiaries will be presented. 

This includes subsidiary location, size, and major sector, as well as function and sub-function. 

 

Subsidiaries’ Location 

Indian FDI in Europe between 2004 and 2016 occurred in 28 out of 32 countries. The majority of 

Indian FDI in Europe took place in five countries, with Great Britain being by far the most 

important location, receiving 21.3% of all investment (352 projects). Germany ranks second with 

19.3% (217 projects), the Netherlands third with 14.8% (166 projects), Italy fourth with 5% (57 

projects), and Switzerland fifth with 4% (45 projects) (cf. Figure 6). This means that 64.4% of all 

FDI projects from India in Europe between 2004 and 2016 were located in just five countries. On 

the other hand, most of the remaining countries received either only one to nine projects or 13 to 

24 projects over the total period of twelve years, meaning the first group of countries received less 

than one project per year on average and the latter received between one and two investments on 

average per year. 

 

Figure 6: Absolute investment projects by country 2004-2016. Source: Own presentation based on Orbis data. 

 

In the main, these findings correspond to the findings of other scholars presented in the literature 

review above. Great Britain is always found to be the most important recipient of Indian FDI, 
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which strengthens the statement that joint history plays an important role for Indian OFDI 

(Brennan & Bakir, 2016). Moreover, Brennan & Bakir (2016) also found Germany as the second 

most important country, and countries like Italy, the Netherland and Poland were also among the 

most common destinations of Indian OFDI in Europe. However, some countries, such as France 

and Romania take less important ranks in this study compared to Brennan & Bakir’s study (2016). 

This may be due to the fact that Brennan & Bakir assessed a slightly different time frame, and the 

absolute number of investments for many countries only differs by one or two projects, which 

shows how close ranks six to 14 lie. 

Interestingly, the absolute number of projects per country over time is quite steady for most 

countries. Only in Great Britain, Germany, the Netherlands, Italy, and Switzerland fluctuations in 

the number of Indian direct investments per year can be observed (cf. Appendix 5). Thus, the 

change in total investments per year might be explained mainly by these five countries. 

 

Subsidiaries’ Size 

A subsidiary’s size can be measured by various characteristics, such as revenue, number of 

employees or total assets. Orbis calculates its own classification of size based on all three 

aforementioned specifications and categorizes a company as either small, medium sized, large, or 

very large (BvD, 2018a). This classification scheme ensures a more holistic view of company size, 

as it considers a number of different characteristics to specify the size. The exact boundaries for 

each category can be found in Appendix 6. 

 

 

Figure 7: Absolute number of Indian investment projects in Europe 2004–2016 according to subsidiary size. Source: Own 

presentation based on Orbis data. 
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The most common size by far is a small company. Nearly 50% of all subsidiaries of Indian 

companies in Europe are classed as small. The medium-sized companies in turn make up 24.6%, 

large companies 19%, and very large companies only approximately 7.8% of all subsidiaries (cf. 

Figure 7). Notably, the importance of small subsidiaries increased over the years surveyed. While 

the incorporation of medium-sized, large, and very large companies decreases both in terms of 

absolute numbers and in terms of percentage, the incorporation of small subsidiaries as a share of 

total incorporations per year increases from around 25% in 2004 to around 80% in 2016 (cf. Figure 

8). Moreover, as Appendix 7 shows there is a clear increasing trend for small subsidiaries and a 

decreasing one for all other sizes, which is likely to continue in the coming years. 

 

 

Figure 8: Absolute number of Indian investment projects in Europe by size from 2004 to 2016. Source: Own presentation based 

on Orbis data. 

 

Subsidiaries’ Major Sectors 

To determine the sectors in which Indian-owned European subsidiaries are involved, Orbis’ 

categorization of major sectors was used. Figure 9 shows that “other services” is by far the largest 

sector, comprising more than half of the companies from the sample, followed by “wholesale & 

retail trade” with less than 20%. The sectors “machinery, equipment, furniture, recycling”6 and 

                                                 
6 The Orbis sector “machinery, equipment, furniture, recycling” comprises mainly manufacturing firms.  
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“chemicals, rubber, plastics, non-metallic products”7 represent approximately 6% each of all 

Indian-owned subsidiaries, which is much less compared to the most important sectors. The sector 

“hotels & restaurants” is even less well represented with less than 4%. It appears that the main 

sectors presented here are similar to the sectors mentioned in the above literature review as the 

main sectors of Indian companies involved in FDI in Europe: namely services, manufacturing and 

pharmaceutics. Furthermore, it is noticeable that there are large gaps between the number of 

subsidiaries within each sector and that from the third major sector on (“machinery, equipment 

etc.”), the number of companies is quite low considering the period of twelve years used for this 

sample.   

 

 

Figure 9: Indian investment projects in Europe by major sector 2004-2016 as a percentage of total projects. Source: Own 

presentation based on Orbis data. 

 

Subsidiaries’ Function 

To determine the function of a subsidiary, each was allocated to one function according to Hay & 

Milelli’s (2010) segmentation: R&D, manufacturing, services. Even though subsidiaries often 

perform more than one function, using the core NACE code of the company to define the function 

ensured that the main function is displayed and a general overview can be obtained. Services are 

                                                 
7 The Orbis sector “chemicals, rubber, plastics, non-metallic products” includes pharmaceutical firms, among others. 
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further grouped into four subcategories: construction, logistics, support and others. Support 

activities include all kind of services which are performed on behalf of the parent company such 

as trade, wholesale, import, retail and administrative, business and holding services. 

Figure 10 clearly shows that service activities are by far the most important function of Indian 

subsidiaries in Europe. Approximately 81.7% of all affiliates have the primary function of 

providing services. Within this group, construction and logistics services play a rather minor role, 

contributing 1.4% and 1.7% of the total service subsidiaries respectively. Most important are 

support activities (55.4%) and other services (41.4%). Moreover, 16% of all subsidiaries are 

mainly performing manufacturing activities and only 2.3% are mainly associated with R&D 

activities, again confirming the findings of the above literature review, which had noted that 

partnerships between European and emerging markets MNEs in the area of R&D are still elusive.  

These quotas were nearly the same for every year with service subsidiaries the dominant function 

by far. Interestingly, service and manufacturing activities moved together over time while 

subsidiaries mainly performing R&D activities were incorporated at a steady level over the years 

(cf. Appendix 8). 

 

 

 

Figure 10: Absolute number of Indian investment projects in Europe by function and sub-function 2004-2016. Source: Own 

presentation based on Orbis data. 

 

Ownership Share 

The literature review states that since the second period of Indian OFDI, the average ownership 

share has increased towards majority participation. This is also obvious from Figure 11, which 
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shows to what proportion the subsidiaries are owned by their investors. Over 98% of the 

subsidiaries are wholly owned by their investors, be it via greenfield or brownfield investment. 

However, the total number of subsidiaries differs in this sample, as information on the ownership 

share was not available for every company. The 289 companies for which no detailed information 

was available were excluded from this evaluation. Consequently, only 834 subsidiaries were 

considered in the analysis of ownership share. 

 

 

Figure 11:Indian investment projects in Europe by ownership share 2004-2016 as a percentage of total projects. Source: Own 

presentation based on Orbis data. 

  

5.1.3. Investor Characteristics  

For every subsidiary included in the sample, certain characteristics of the subsidiaries’ Indian 

investor were identified, namely the investor’s size, major sector, entry mode, and investment 

behavior. 

 

Investors’ Size 

The literature review revealed that Indian OFDI to Europe is driven mainly by large companies, 

but that SMEs are becoming more courageous in technology-intensive sectors such as ICT and 

pharmaceutics. This trend is also apparent in the sample chosen for this thesis. Figure 12 shows 

that approximately 70% of European subsidiaries are owned by very large Indian investors. The 

other three categories— “large company”, “medium-sized company” and “small company”—are 

represented in relatively equal parts, with medium-sized companies making up the largest share 

Ownership Share 
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after very large companies (cf. Appendix 6 for Orbis’ classification of size). Interestingly, 

approximately 8% of the 1,123 companies are owned by small investors with less than fifteen 

employees. Above all, Appendix 9 which shows the development of the subsidiaries’ GUO size 

over time, it appears that subsidiaries with very large owners are decreasing in number, while all 

other sizes are increasing, which in turn is consistent with the findings discussed in the literature 

review above. 

Moreover, it is important to keep in mind that very large investors most likely own several 

subsidiaries in the present data. Thus, they will be counted more often, meaning that the share of 

very large investors is likely to be somewhat smaller than 70%. 

 

 

Figure 12: Absolute number of Indian investment projects in Europe by GUO’s size 2004-2016. Source: Own presentation based 

on Orbis data. 

 

Investors’ Major Sectors 

Figure 13 shows the sectors in which the subsidiaries’ investors are primarily involved. These 

“investor sectors” are very much in line with the sectors in which the respective subsidiaries 

operate, as in both subsidiary and investor categories, the sector “other services” is represented by 

most companies. Indeed, the first five sectors have hardly changed; their order is slightly altered, 

and one major difference is the absence of the sector “hotels & restaurants,” which was on position 

five of the list of subsidiary sectors. 

Thus, the main sectors of the subsidiaries’ owners are mostly in line with the ones mentioned in 

the literature review, as it says that the three main sectors of Indian investments in Europe are 
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services (here “other services” and “wholesale & retail trade”), pharmaceutics (here “Chemicals, 

rubber, plastics, non-metallic products”), and engineered goods and metals (here “machinery, 

equipment, furniture, recycling”, “metals & metal products”). 

 

 

Figure 13: Absolute number of Indian investment projects in Europe by GUO’s major sector. Source: Own presentation based 

on Orbis data. 

 

Entry Modes 

To be able to draw a conclusion about preferred entry modes the Zephyr database was used. In 

this context, all deals with an Indian acquirer and European target were shown (cf. Appendix 10). 

The data from Zephyr showed that 565 Indian MNEs have acquired a European subsidiary from 

2004 to 2016.8 This number suggests that approximately half of the deals (565 of 1,223) made 

during that period are acquisitions and the other half are greenfield investments. However, these 

numbers should be treated with caution, as Orbis data for example do not include companies that 

were closed or re-registered, potentially distorting the results. This finding is partly consistent with 

the findings of Brennan & Bakir (2016) presented in the literature review, as it states that the 

number of greenfield investments and M&A, performed by Indian companies in Europe, are quite 

similar. 

                                                 
8 Deal types displaying increasements of voting power already excluded 
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Investment Behavior 

Theories such as the Uppsala model suggest that the internationalization process takes place 

gradually, not only in terms of the establishment of operations, but also in terms of the psychic 

distance from the home market. To assess whether this is the case for the given GUO data, 

information about the total number of subsidiaries was extracted from Orbis in order to see how 

large the share of existing subsidiaries in- and outside Asia is. The data were then arranged so that 

it was possible to see how many subsidiaries a GUO had within Asia and how many the GUO had 

outside of Asia, i.e. in Africa, Europe, America or Oceania. If the proportion of subsidiaries outside 

Asia to the total number of foreign subsidiaries is greater than 90%, the Indian MNE is considered 

to exhibit aggressive investment behavior, as most of their subsidiaries is located in countries with 

a rather high psychic distance. Figure 14 shows the results of the investment behavior of Indian 

MNEs over time (2004–2016). It appears that between 2005 and 2011, aggressive and non-

aggressive behavior have similar movements. This changes in 2012, since when the aggressive 

behavior has appeared to prevail. This goes along with Appendix 11, which shows an overall trend 

towards aggressive behavior of EMNEs and away from non-aggressive behavior.   

 

 

Figure 14: Absolute number of Indian investment projects in Europe by GUO’s investment behavior from 2004 to 2016. Source: 

Own presentation based on Orbis data. 
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5.1.4. Two Groups of Indian FDI – A Cluster Analysis 

The cluster analysis serves as a summary of the descriptive part of this thesis by revealing 

systematic relationships that may exist between the presented characteristics of subsidiaries and 

investors. This leads to a reduction of the variance in the sample and provides two distinct FDI 

groups which tend to have related characteristics (Gammeltoft & Fasshauer, 2017).  

Therefore, five characteristics from the Orbis dataset were selected, namely the subsidiary’s size, 

its function, and its ownership share, as well as the GUO’s size and investment behavior. These 

were converted into binary variables, meaning two possible outcomes, as already explained in 

more detail in the methodology section above. Thus, the four categories of subsidiary size (small, 

medium, large, very large) were summarized in two categories, combining medium, large and very 

large subsidiaries in one category and small subsidiaries in another. This grouping was performed 

in order to achieve a uniform distribution, since more than 50% of the sample consists of small 

subsidiaries, while “very large” subsidiaries make up only a very small part of the sample (87 out 

of 1,123) and could thus be seen as outliers. The size of the GUO in turn was categorized by 

combining small, medium and large GUOs into one category, with very large GUOs in another, 

since “small” GUOs make up only a small part of the sample (89 out of 1,123) and could thus also 

be seen as outliers. Moreover, the subsidiary function also included more than two categories, 

namely “service activities”, “R&D” and “manufacturing” and was thus also summarized in two 

categories, combining “R&D” and “manufacturing” in order to obtain two possible outcomes. 

Though this grouping inevitably leads to some loss of information, this grouping is justified by the 

close interaction between R&D and manufacturing. In addition, “ownership share” was grouped 

into two categories of wholly owned (100%) or not wholly owned (<100%). Since “investment 

behavior” was already a binary variable, it did not need additional grouping. After grouping, the 

cluster analysis was performed on the processed dataset using Stata. Table 2 gives an overview of 

the variables used, showing their frequency and share in the sample as well as the names used in 

Stata. 
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The results of the cluster analysis are displayed in a dendrogram (cf. Figure 15), representing the 

groupings that were created during the clustering process. The Jaccard similarity measure can be 

seen on the y-axis (measure of closeness), which shows the distance at which the clusters merge, 

while the individual variables are placed along the x-axis. From there, the variables are connected 

according to their similarity or relatedness. The closer two connected variables or clusters are to 1 

on the y-axis, the more they are linked to each other. 

 

Figure 15: Dendrogram of the conducted cluster analysis. Source: Stata. 

Characteristics Variable

Variable name in cluster 

analysis 

Number of 

observations Share in %

Subsidiary size Small subsidiary SmallSub 547 48,71%

Medium, large and very large 

subsidiary

LargeSub 576 51,29%

Subsidiary function Service activities Service 917 81,66%

R&D and manufacturing ManuRD 206 18,34%

Ownership share 100.00

<100.00

WhollyOwned

NotWhollyOwned

820

14

98,32%

1,68%

GUO size Very large company LargeGUO2 797 70,97%

Small, medium and large 

company

SmallGUO2 326 29,03%

Investment behavior aggressive

non-aggressive

Aggressive

NonAggressive

528

595

47,02%

52,98 %

Table 2: Overview of the variables used for the cluster analysis. Source: Own presentation. 
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The dendrogram provides an approximate picture of two distinct clusters and thus two main groups 

of Indian companies in Europe, each with different FDI patterns. The first cluster represents the 

first FDI group, linking the variables “SmallSub” (=1), “Service” (=3), “WhollyOwned” (=5), 

“LargeGUO2” (=7), and “NonAggressive” (=10). It appears that the characteristics of this group’s 

GUOs (size and investment behavior) are quite closely linked, much like the characteristics of the 

subsidiaries (size, function, and share of ownership); in both cases, their position on the y-axis 

suggests that these factors are likely to co-occur (i.e., very large GUO tend to invest non-

aggressively).  

Thus, the first main cluster (1,3,5,7,10) provides a picture of small subsidiaries that predominantly 

exercise a service function and are generally wholly owned. They are more likely to have very 

large investors that tend to invest non-aggressively, i.e. at least 10% of their subsidiaries are 

located in Asia, suggesting a preference for lower psychic distance. In sum, this FDI group appears 

to be rather risk-averse regarding their FDI. Even though the subsidiaries’ investors are very large 

Indian MNEs with more than 1,000 employees and over EUR100 million in revenues (cf. 

Appendix 6), and are therefore in possession of sufficient capital, they are more likely to behave 

non-aggressively in terms of their location choice. They tend to invest in small subsidiaries with 

fewer than fifteen employees which are primarily in the service function, meaning sales, 

marketing, consulting etc. The investors also tend to prefer a majority stake, or in this case full 

ownership, possibly to protect their firm specific advantages, as suggested in the literature review.  

The second group is marked by the variables “LargeSub” including the categories medium, large 

and very large (=2); “NotWhollyOwned” (=6); “ManuRD” including the categories manufacturing 

and R&D (=4); “SmallGUO2” including investor sizes small, medium, and large (=8); and 

“Aggressive” (=9), representing aggressive investment behavior. It becomes apparent that the 

subsidiary characteristics in this group are related differently compared to the first group. Here, 

unlike in the first group, subsidiary size and ownership share are more closely related than size 

and function. In addition, the subsidiary characteristics in this group exhibit a much greater 

distance, indicating that these characteristics are distributed more diversely across all observations.  

Thus, the second FDI group is not as straightforward as the first one (Gammeltoft & Fasshauer, 

2017). However, this FDI group provides a picture of medium, large, and very large subsidiaries 

with a minimum of fifteen employees. The data suggest that such subsidiaries are more likely to 
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be not wholly owned, but the interpretation of the ownership share needs to be considered with 

caution, as the previous section and Table 2 show that wholly owned subsidiaries represent the 

main part of this sample (98%). The functions of these subsidiaries are more likely to be in the 

manufacturing or R&D area. Their GUOs tend to be small, medium, or large with a maximum of 

1,000 employees, meaning that at least some small GUOs invest in subsidiaries which are larger 

than themselves. Moreover, the GUOs off this group display rather aggressive investment 

behavior, meaning at least 90% of their foreign subsidiaries are located outside of Asia, indicating 

that psychic distance is not influencing their market selection. Consequently, the second group 

appears to be less risk-averse, as the subsidiaries’ investors of this group tend to be smaller Indian 

MNEs investing aggressively in larger subsidiaries that tend to have a manufacturing or R&D 

function, which are associated with high investment volumes. However, this interpretation should 

be treated with caution as it is based on the assumption that it is riskier for small companies to 

invest abroad. This assumption does not always have to be true as the size categories used in this 

thesis only include revenue, number of employees and total assets and does not comprise other 

factors such as profit margin or equity ratio. 

These group constellations with characteristics of Indian FDI in Europe are quite consistent with 

the content presented in the literature review, indicating that Indian direct investment in Europe is 

mainly driven by large MNEs, but also more and more by SMEs, particularly in technology-

intensive sectors. This corresponds to the second FDI group presented here, including smaller 

investors who invest in larger subsidiaries that tend to have R&D or manufacturing as their main 

function.  

 

5.1.5. Summary 

This section provides an overview of the patterns relating to Indian FDI in Europe by describing 

its development over the years in accordance with the number of subsidiaries as well as the 

respective characteristics associated with European subsidiaries and their Indian investors. These 

characteristics include the subsidiaries’ location, size, major sectors, main function, and ownership 

share as well as their GUOs’ size, major sectors, preferred entry mode, and investment behavior.  

The above presentation of developments in Indian OFDI showed a peak of investments in 2007 

before financial crises caused a sharp slump. Since then, the number of investments has appeared 

to fluctuate, with another high point in 2014 and a sharp decrease in 2016. Furthermore, the 
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description of subsidiaries’ characteristics revealed that their most frequent location is Great 

Britain with 21.3%; nearly half are small companies; the majority is involved in the service sector; 

their main function is in the service area (81.7%); and 98% of them are wholly owned. In addition, 

the investigation of subsidiaries’ GUOs’ characteristics showed that subsidiaries are owned mainly 

by very large investors (70%), who are primarily involved in the service sector, and are 

increasingly aggressive in their investment behavior. Lastly, acquisitions and greenfield 

investments are used as an entry mode in Europe almost equally often. 

The cluster analysis illustrated two distinct FDI groups with a related set of characteristics in each 

group. The first group combines the variables of small subsidiaries fulfilling a service function 

and being wholly owned by very large GUOs with non-aggressive investment behavior by those 

GUOs. The second group in turn shows a relationship between the variables of smaller subsidiaries 

that are not wholly owned, are involved in a manufacturing or R&D function, and have larger 

GUOs that exhibit aggressive investment behavior. Therefore, the second FDI group is assumed 

to be less risk-averse than the first one. 

 

5.2.  Host Country Factors attracting Indian FDI – A Regression Analysis 

After assessing the different patterns of Indian FDI in Europe, this section will look at host country 

characteristics influencing the location choice of Indian MNEs within Europe. To that end, a 

regression analysis is conducted examining every European country that received at least ten FDIs 

within the timeframe of the descriptive analysis (2004-2016). Moreover, the descriptive analysis 

showed that five countries especially showed fluctuations in receiving FDI projects across the 

analysis, while the rest presented quite steady numbers. Thus, a second regression analysis is 

performed analyzing these five countries, namely Great Britain, Germany, the Netherlands, Italy, 

and Switzerland. 

The section first presents every hypothesis made and the reasoning behind it. Next, the model 

specification is being described in detail, and lastly the results of the analysis are presented. 
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5.2.1. Hypotheses Development 

The following section provides hypotheses on host country factors that are thought to have an 

influence on the location choice of Indian MNEs. For each of these factors, the proxies used within 

the regression analysis are presented.  

 

Market Opportunities 

The eclectic paradigm, internalization theory, and the RBV all suggest that one of the main 

motivations behind foreign expansion is to take advantage of market opportunities in foreign 

countries. Moreover, the literature review clearly showed that FDI from emerging markets often 

has market-seeking motives. In general, GDP and GDP growth have been found to be highly 

significant for inward FDI flows (e.g. Buckley et al., 2007; Kolstad & Wiig, 2012), and specifically 

for Indian FDI in Europe (Brennan & Bakir, 2016). Therefore, market opportunities in terms of 

GDP and GDP growth may be a relevant factor affecting the allocation of Indian FDI in Europe. 

The expected relationship between market opportunities and Indian direct investment in European 

host countries is presented in the following hypotheses: 

H1a: Host country GDP is positively related to the number of Indian direct investments. 

H1b: Host country GDP growth is positively related to the number of Indian direct 

investments. 

In addition, the internationalization process theory (the Uppsala model) suggests that direct 

investment in a certain country follows exports to that same country. In general, the literature 

review suggests that Indian companies focus their internationalization towards countries which 

have already been key destinations for Indian imports. Thus, the final hypothesis regarding market 

opportunities reads as follows: 

H1c: Host country imports from India are positively related to the number of Indian direct 

investments. 

 

Strategic Assets 

The springboard perspective and the LLL framework argue that EMNEs invest in developed 

countries to obtain strategic assets such as technology and knowledge. The literature supports this 
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view, finding that EMNEs are more likely to enter advanced economies in order to upgrade their 

technology (e.g. Cuervo-Cazurra, 2012; Luo & Tung, 2018; Mathews, 2006). While different 

variables can be used as proxies to examine the significance of strategic asset-seeking (e.g. 

capabilities, brands, technology or expertise) by Indian MNEs, this thesis follows the logic that 

strategic assets relate to innovation and the prevalence of higher education in a given country. 

Thus, R&D expenditures, patent applications, and the educational attainment of host countries will 

be assessed. The expected relationship(s) between strategic assets and Indian direct investment in 

European host countries is presented in the following hypotheses: 

H2a: Host country R&D expenditures as a percentage of GDP are positively related to the 

number of Indian direct investments. 

H2b: The number of patent applications within a host country is positively related to the 

number of Indian direct investments. 

H2c: Educational attainment in a country, measured as a percentage of the population 

(25+) who completed at least an upper secondary degree is positively related to the number 

of Indian direct investments. 

 

Psychic Distance 

The original Uppsala model stresses the importance of the liability of foreignness during the 

process of internationalization. It states that companies prefer to enter countries with a low psychic 

distance (Johanson & Vahlne, 1977, 1990). Nevertheless, newer theories, including the 2009 

version of the Uppsala model, argue that psychic distance does not play an important role for 

location choice. Moreover, India and Europe generally face large distances in terms of geography, 

language, culture, and institutions, and it can therefore be assumed that from an Indian perspective 

psychic distance will be high for all European countries. Thus, this thesis assumes that Indian 

MNEs entering Europe are willing to ignore psychic distance, and that psychic distance thus does 

not influence location choice within Europe. 

As psychic distance is a subjectively perceived distance, it cannot be measured directly. However, 

the perceived distance is likely to be lower if a host country accommodates a large Indian 

community. In addition, the literature has also suggested that location choice for EMNEs and/or 

Indian subsidiaries specifically might be influenced by the existence of ethnic communities 
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(Brennan & Bakir, 2016; Cuervo-Cazurra, 2012). Therefore, the ethnic community within a host 

country can be used as a proxy for psychic distance: the bigger the community, the lower the 

psychic distance should be. However, as it proved impossible to determine the size of the ethnic 

Indian community in European countries, the Indian population was used as a proxy. 

Due to the illustrated reasoning, the hypothesis regarding psychic distance is the following: 

H3: Indian population within a host country has no significant influence on the number of 

Indian direct investments. 

 

Host Country Institutions 

Institutional arbitrage logic presents two different views on the effects of institutions on FDI from 

emerging markets. Either EMNEs follow an exit strategy and enter countries with better, more 

stable institutions to escape their own weak ones, or they follow an exploiting strategy, entering 

countries with similarly poor institutions to exploit the knowledge accumulated by dealing with 

weak systems at home (Boisot & Meyer, 2008; Cuervo-Cazurra & Genc, 2008; Witt & Lewin, 

2007). As Europe generally has better institutions than India, it appears likely that those EMNEs 

entering Europe follow the exit strategy. While there are again different characteristics or indices 

that could be used as proxies for the quality and stability of institutions, this thesis employs an 

average of all six worldwide governance indicators of the world bank, namely voice and 

accountability, political stability and absence of violence, government effectiveness, regulatory 

quality, rule of law, and control of corruption (The World Bank Group, 2018). Therefore, the final 

hypothesis reads as follows: 

H4: The average governance indicator is positively related to the number of Indian direct 

investments. 

 

5.2.2. Model Specification 

Table 3 summarizes the variables used in the analysis and their proxies as well as the codes used 

in Stata, the theoretical justification, and the expected relationship. Details about the sources of 

each variable can be found in Appendix 4. 
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Table 3: Overview of independent variables. Source: Own presentation. 

 

Since the descriptive analysis in Chapter 5.1.2 showed that most countries do not show any change 

in the number of investments per year, but the five most important countries did, two regression 

models were tested. The first covers all 19 countries that met the requirement of at least ten 

investments during the time period, and the second covers only those five countries showing 

fluctuation in the number of direct investments per year, namely Great Britain, Germany, the 

Netherlands, Italy, and Switzerland. The regression models will be referred to as the “19-country-

regression-model,” or “full regression model”, and the “5-country-regression-model,” or 

“amended regression model”, respectively. 

The host country’s imports from India were first included as an absolute number. However, as this 

variable showed a high correlation (80%) with absolute GDP in the full model, the variable was 

converted to a relative number by calculating Indian imports as a percentage of total imports. After 

# Independent 

variable

Proxy Code Theoretical 

justification

Expected 

relationship

H1a Absolute market 

size

GDP GDPA Market-seeking +

H1b Market size growth GDP growth GPDg Market-seeking +

H1c Trade relationship Imports from India to host 

country

ImpIn Market-seeking & 

Incremental 

internationlization

+

Imports from India to host 

country as a percentage of 

total imports

ImpInP

H2a Innovation & high 

technology

R&D expenditure as a 

percentage of GDP

RD Strategic asset-

seeking

+

H2b Innovation & high 

technology

Patent applications per 

1000 residents

PatAP Strategic asset-

seeking

+

H2c Education / 

Knowledge

Educational attainment, 

Share of population (25+) 

with at least upper 

secondary degree

Edu Strategic asset-

seeking

+

H3 Psychic distance Indian population within 

host country

InPop Liability of 

foreignness

None

H4 Institutional 

stability

Average of all 6 

worldwide governance 

indicators

WWGI Seeking of stable 

institutions

+

Control 

variable

Push effects from 

India

Indian OFDI stock FDIO ./.
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this conversion, the correlation decreased to roughly 40%, and thus the variable could be included 

in the analysis (cf. Appendices 12 & 13). 

In addition, the number of patent applications was also first included as an absolute number, but 

showed a high correlation (85.5%) with absolute GDP in both models. Thus, the variable was 

converted to a relative number by calculating the number of patent applications per 1000 residents 

of the host country. After this conversion, the correlation decreased to roughly 60%, and the 

variable could thus be included in the analysis (cf. Appendices 12, 13, 14 & 15). 

Based on the variables presented above, the full regression model is built as follows: 

 

log (𝜆(𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠𝐶𝑜𝑢𝑛𝑡𝑟𝑦))

= 𝑎 + 𝑏1𝐺𝐷𝑃𝐴 +  𝑏2𝐺𝐷𝑃𝑔 + 𝑏3𝐼𝑚𝑝𝐼𝑛𝑃 + 𝑏4𝑅𝐷 + 𝑏5𝑃𝑎𝑡𝐴𝑃 + 𝑏6𝐸𝑑𝑢

+ 𝑏7𝐼𝑛𝑃𝑜𝑝 + 𝑏8𝑊𝑊𝐺𝐼 + 𝑏𝑝𝐹𝐷𝐼𝑂 

 

Since the variable “Indian imports” showed no correlation above 80% when assessing the top five 

countries, the model for the amended regression uses the variable in its absolute number and thus 

reads as follows: 

 

log (𝜆(𝑁𝑢𝑚𝑏𝑒𝑟 𝑜𝑓 𝐼𝑛𝑣𝑒𝑠𝑡𝑚𝑒𝑛𝑡𝑠𝐶𝑜𝑢𝑛𝑡𝑟𝑦))

= 𝑎 + 𝑏1𝐺𝐷𝑃𝐴 +  𝑏2𝐺𝐷𝑃𝑔 + 𝑏3𝐼𝑚𝑝𝐼𝑛 + 𝑏4𝑅𝐷 + 𝑏5𝑃𝑎𝑡𝐴𝑃 + 𝑏6𝐸𝑑𝑢

+ 𝑏7𝐼𝑛𝑃𝑜𝑝 + 𝑏8𝑊𝑊𝐺𝐼 + 𝑏𝑝𝐹𝐷𝐼𝑂 

 

After building the general model for the regression (applicable for Poisson and negative binomial), 

the authors still needed to determine which regression is appropriate. As already stated in Chapter 

4.3.2 the Poisson regression has the requirement of equidispersion, meaning that the Poisson 

regression model yi has mean μi =  exp(xi‘β) and variance μi. To test for this requirement, a 

conditional variance 𝜔𝑖 is calculated as a function of the mean: 

𝜔𝑖 =  𝜇𝑖 +  𝛼𝜇𝑖
𝑝
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Following this function, the conditional variance equals the mean 𝜇𝑖 if  equals zero. To test the 

hypothesis H0 :  = 0, the typical procedure is to calculate both regression models and then to 

conduct a likelihood-ratio test (Cameron & Trivedi, 2013). Tables 4 and 5 present the LR-tests of 

both regression analyses of the present paper, which clearly show that  is significantly different 

from zero in both cases, meaning that the variance of the dependent variable is significantly 

different from its mean in both regression models. Since the equidispersion requirement is thus 

not satisfied, the negative binomial regression model is used.  

 

 

Table 4: LR-Test of the full model. Source: Stata. 

 

 

Table 5: LR-Test of the amended model. Source: Stata. 

 

5.2.3. Results of the Regression Analysis 

Both regression models are significant, as the LR Chi Square has a significance level of 0.0000 

(cf. Appendices 16 & 17), meaning that at least one of the coefficients used in the model is non-

zero and the chosen model is appropriate. Table 6 presents an overview of the coefficients and p-

value for each variable of the full as well as the amended regression model. The table shows that 

four host country factors are significant in attracting Indian FDI in both regression models, with a 

significance level of 5%: imports from India, R&D expenditures, educational attainment and the 

average of the worldwide governance indicators. GDP and GDP growth are significant only in the 

full model, and patent applications and Indian population are significant in neither model. 
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Table 6: Overview of regression output. Source: Own presentation based on Stata.  

* = significant at 5%, ** = significant at 1% 

 

As stated above, GDP and GDP growth have a significant influence only in the 19-countries-model 

and not in the 5-countries-model. This is most likely explained by the fact that the countries 

assessed in the amended model are already among those European countries with the highest 

GDPs. Thus, market size has no significant influence and is not the decisive factor when choosing 

between one of these five countries. Other factors seem to play a greater role in this context. 

However, as both GDP and GDP growth are significant in the full model, with a positive influence 

on the number of Indian direct investments, hypotheses H1a and H2b can be conditionally 

confirmed: market size affects location choice when choosing which European country to enter, 

but is no longer the most relevant concern when it is already relatively large. 

Imports from India have a significant positive effect on Indian investment projects in both 

regression models. Even though the variables differ in the two models, as the full model assesses 

the relative amount of imports while the amended model examines the absolute amount, the 

statement of significance for each variable shows that hypothesis H1c can be completely 

confirmed. 

A more heterogeneous picture is present when assessing the variables used as proxies for strategic 

assets. Only one hypothesis can be confirmed, while another factor influences Indian direct 

investment in an unexpected direction, and the third factor is not significant at all. Research and 

development expenditures as a percentage of GDP are a significant variable in both models. 

Surprisingly, the coefficient shows a negative influence of R&D expenditures on the number of 

Variables Coefficient

Direction of 

influence P>|z| Coefficient

Direction of 

influence P>|z|

GDPA 4.86e-13 + 0.000** -2.00e-13 0.490

GDPg 0.044564 + 0.043* 0.0471444 0.070

ImpIn ./. ./. 3.05e-10 + 0.000**

ImpInP 175.5915 + 0.000** ./. ./.

RD -0.4992181 - 0.000** -1.477363 - 0.000**

PatAP 1.47195 0.132 2.623107 0.146

Edu 0.0110269 + 0.022* 0.0428925 + 0.001**

InPop 2.04e-06 0.055 -2.22e-06 0.100

WWGI 0.9504622 + 0.000** 0.5130014 + 0.038*

Full model Amended model
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Indian investment projects, meaning that an increased importance of R&D within an economy 

should generally result in less FDI from India. As hypothesis H2a suggests a positive relationship 

between R&D expenditures and Indian direct investment, H2a cannot be confirmed and must be 

rejected. On the other hand, patent applications per 1000 residents do not show a significant 

influence in either model. Therefore, H2b also must be rejected. The only hypotheses regarding 

strategic assets that can be confirmed is H2c: educational attainment has a significant positive 

influence in both regression models. 

Indian population does not show a significant influence in either model, confirming hypothesis 

H3. This supports the idea that location choice within Europe is not influenced by the liability of 

foreignness, possibly because every European country already represents a high distance, and 

therefore other factors are more important when selecting the best European location.  

Lastly, hypothesis H4 is confirmed, as the average worldwide governance indicator shows a 

significant positive influence in both models (level of significance = 5%). Interestingly, if the 

significance level was 1%, the indicator would be significant only in the full model. Thus, it can 

be assumed that the influence of the indicator is less important in the 5-countries-model than in 

the 19-countries-model. This can likely be explained by the same logic as above: the countries of 

the 5-countries-model already belong to those European countries showing high values in the 

indicator, representing strong institutions. Thus, once having selected one of these countries, the 

investor might already expect good institutional systems, and other factors might influence his 

choice to a higher extent. 

 

5.2.4. Summary 

In total, six out of eight hypotheses could be confirmed or at least conditionally confirmed. This 

shows that the understanding of Indian MNEs in Europe presented in the theoretical background 

and the literature review is largely confirmed by this regression analysis: the host country factors 

attracting Indian FDI in Europe are the market size of the host country, Indian imports to that 

country, the prevalence of educational attainment in that country, and strong institutional systems. 

On the other hand, R&D expenditures may discourage Indian direct investment, and patent 

applications as well as local Indian population have no influence on the number of investments. 

 



 65 

5.3.  Four illustrative Indian MNEs – A Case Study 

The following section presents a case study of four selected Indian MNEs from different major 

sectors and with distinct FDI strategies. The purpose is to better understand the initial competitive 

situation of the investor as well as its international experience and to identify underlying motives 

for Indian FDI in Europe. Each company is first presented in detail to finally compare the 

companies in terms of their FSAs, internationalization process, and main motives.  

 

5.3.1. The Case of Apollo Tyres Limited 

With a turnover of US$ 1.94 billion, backed by a global workforce of approx. 16,000 employees 

and a market share of 25.9% in its main segment (commercial vehicle tires), Apollo Tyres Limited 

(ATL) is one of the two largest tire manufacturers in India as well as the 17th largest worldwide 

(ApolloTyres, 2017a, 2018a; Cohen, 2017). The company owns four primary brands, including 

the flagship brands Apollo and Vredestein, which provide a full range of products such as 

passenger car, truck, bus, off-highway (tractor, mining vehicle), and bicycle tires, as well as the 

two specialized truck and bus tire brands Regal and Kaizan. Accordingly, ATL has several 

subsidiaries across the world, including their principal subsidiaries in South Africa, Switzerland, 

Singapore, Netherlands, France, and the UK (ApolloTyres, 2018b).  

The now publicly listed company was founded in 1972 and initially manufactured only truck tires. 

In 1998, ATL became India’s second-largest tire manufacturer (after MRF Limited), tempting 

them into further investments in factories and other areas of tire production (Cohen, 2017). As the 

tire market became increasingly globalized, ATL decided to look for a partner who would be able 

to support them technologically in order to remain competitive. Shortly after, it formed a JV with 

France’s Michelin in India in the year 2003. Michelin offered technology support to ATL for 

manufacture of passenger cars radials and helped them become the first Indian tire manufacturer 

producing tubeless radial tires which met the H speed rating (HBL, 2017). However, due to the 

volatile Indian economy, the JV ended in 2005, which also led to a loss of access to Michelin’s 

radial tire technology (Cohen, 2017).  

After this incident, ATL decided to reduce their dependence from India and to become 

technological self-reliant by going global (Srivastava, 2016). It therefore acquired the South 

African operations of Dunlop Tyres International in 2006, giving ATL access to their tire 
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technology and the opportunity to use Dunlop’s brand across Africa (Srivastava, 2016). Supported 

by Dunlop’s technology, ATL started building Indian factories with this tire technology in 2007. 

Thereafter, its expansion into the “far more technologically advanced” European market began 

with the acquisition of the Netherlands-based Vredestein Banden BV in 2009 (MOTORINDIA, 

2017). Since ATL decided to focus on technology and marketing as the two key pillars for their 

next growth phase, further investments in Europe followed through the opening of a R&D Center 

at Vredestein’s Enschede headquarters in 2013 and the acquisition of Germany’s multi-brand 

distributor Reifencom in 2015 to further enhance distribution strength in Europe (Cohen, 2017; 

Srivastava, 2016). In the same year, ATL further increased its market presence in Europe by 

starting construction on its first European greenfield manufacturing facility in Hungary in order to 

be able to supply its tires to all the leading European original equipment manufacturers in the 

passenger car tire segment, thus becoming involved in the supply chains of world-leading 

carmakers such as VW, Ford, and SEAT (ApolloTyres, 2017b). Production at this plant launched 

in May 2017 (ApolloTyres, 2015; MOTORINDIA, 2017). Within this period, ATL also spotted 

other markets and thus continued to pursue its global growth journey by establishing a sales and 

marketing office in Thailand, opening a global marketing office in London, and entering Middle 

East markets such as Jordan (Cohen, 2017).  

Consequently, ATL’s international expansion continued to reduce its dependence on the Indian 

market, as 24% of ATL’s revenue already comes from Europe (Srivastava, 2016).  

 

5.3.2. The Case of Dr. Reddy’s Laboratories Limited 

Dr. Reddy’s Laboratories Limited (DRL) is one of India’s leading pharmaceutical companies with 

over 20,000 employees, revenues of Rs154.7 billion (US$ 2,356 million) and a commercial 

presence in 26 countries in 2015–16 (Dr. Reddy’s Laboratories, 2016). The company transformed 

itself from producing copies of patented drugs to developing drugs on its own (Cohen, 2004). 

Today DRL’s business is built upon three pillars: global generics, pharmaceutical services, and 

active ingredients as well as proprietary products, with generic drugs9 being the most significant 

business driver (Dr. Reddy’s Laboratories, 2016). 

                                                 
9 Generic drugs = “medication created to be the same as an existing approved brand-name drug in dosage form, safety, 

strength, route of administration, quality, and performance characteristics”, but without carrying the brand name. A 
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While being a leader in the domestic market, DRL is also internationally active, with 85% of its 

revenue generated outside India. More precisely, 53% of its total revenues were contributed by 

North America, 11% by Europe, 9% by Russia and other CIS countries10 as well as 11% from the 

Rest of the World. The company is run by the founder’s son Satish Reddy and son-in-law G. V. 

Prasad (Dr. Reddy’s Laboratories, 2016). 

DRL’s predecessor was founded in the early 1970s and exclusively produced bulk actives—the 

basic ingredients of drug compounds. However, Dr. Anji Reddy aspired to higher things and 

founded DRL in 1984 to establish a manufacturer of finished drugs. Indian laws of the time 

decisive for the business model: since the early 1970s, laws protecting pharmaceutical patents 

were abrogated. DRL therefore followed the prevailing trend by producing copies of other drugs 

(Cohen, 2004). 

In the following years, the company grew quickly and by taking advantage of the low production 

costs and wages in India, DRL expanded its production of bulk actives. In 1986, DRL exported 

bulk actives for the first time and also listed its stock on the Bombay exchange. In 1987, DRL 

achieved another critical milestone of its internationalization by gaining the U.S. FDA’s approval 

for its ibuprofen formulation, which resulted in international exports of formulations. At the end 

of the 1980s, DRL was already India’s leading exporter of drug ingredients and made its first 

acquisition by buying an Indian specialist for bulk actives (Cohen, 2004). 

In the early 1990s, the company’s portfolio listed several copied drugs which were increasingly 

sold internationally. International sales were further boosted by DRL’s entry to the Russian 

market. In 1992, the company established a JV with Russia’s leading pharmaceutical producer 

Biomed. While this partnership was broken up amid a scandal by 1995, DRL also entered another 

JV in the Middle East in 1993 and opened two formulation units—one in Russia and one in the 

Middle East (Cohen, 2004). 

Business was running well during this period, but competition within the Indian sector of copied 

drugs was very high and Reddy recognized that India might soon reestablish the laws respecting 

international pharmaceutical patents. These factors led DRL to make a drastic strategic decision. 

In 1992, the company founded the Dr. Reddy’s Research Foundation, transforming its business 

                                                 
generic might also differ in non-essential characteristics such as color, packaging, and/or taste (FDA, 2017; Scientific 

American, 2018) 
10 CIS = Commonwealth of Independent States, including Azerbaijan, Belarus, Kazakhstan, Kyrgyzstan, Armenia, 

Moldova, Russia, Tajikistan, and Uzbekistan (CIS, 2018). 
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model from copying drugs to developing drugs. While the Indian community was very skeptical 

of an Indian company actually inventing something on their own, DRL started with a standard 

approach popular among the largest pharmaceutical firms: the development of so-called analogue 

preparations of existing drugs. In this practice, the composition of a preparation or molecule is 

slightly alerted in a way that it is sufficiently different chemically to gain a new pharmaceutical 

patent (Cohen, 2004; Reddy, 2015). 

Apart from DRL’s efforts to transform itself into a pharmaceutical innovator, the firm also entered 

the generic drug market. In 1994, the company established its first foreign subsidiary in the US 

The purpose of the subsidiary was to produce generic drugs which met the legislative requirements 

of developed markets. During this time, DRL’s efforts to become an innovator yielded their first 

success with a patent application filed in 1995 and successfully completed laboratory testing in 

1997. However, DRL still lacked the funds to clinically test the drug and therefore had to license 

it to Novo Nordisk (Cohen, 2004; The Economist, 2018). 

The next milestone of DRL’s international expansion occurred in 1999, when the company set up 

a US R&D subsidiary in Atlanta, GA, to place part of its drug research close to the US market 

(Cohen, 2004). In the following years, the importance of international markets grew and DRL 

extended its business by acquiring different Indian firms. 

The year 2002 marked DRL’s first acquisition overseas. The company bought the British firm 

BMS Laboratory Limited as well as its subsidiary Meridian Healthcare Limited. This purchase 

paved the way for DRL’s entry to the UK market for generic drugs and ultimately the European 

market (Cohen, 2004; Evaluate, 2002). 

While the company had reached global scale by the early 2000s, it was still missing competencies 

within the field of drug discovery and clinical testing. To overcome these disadvantages, DRL set 

up its subsidiary Aurigene Discovery Technologies Limited in Bangalore, India and Boston, US 

in 2002. The subsidiary works as a contract researcher, performing research projects for 

pharmaceutical companies from the developed world, thus gaining knowledge which can be useful 

to DRL in general (Dr. Reddy’s Laboratories, 2002; Gelli & Tummalapalli, 2003). 

Alongside these actions, DRL continuously kept expanding its export portfolio, as well as setting 

up and acquiring new companies to strengthen its global presence in North America, Russia, and 

Europe. Moreover, it also started entering the South Asian market by acquiring established brands 

of the Belgian pharmaceutical company UCB SA in 2015 (Reuters, 2015). 
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5.3.3. The Case of Suzlon Energy Limited 

Suzlon Energy Limited (Suzlon) is India’s leading wind power company and a global leader in the 

field of wind power. The company is present in 18 countries across six continents, employs over 

8,500 employees and generated a revenue of Rs125.14 billion (US$ 1.94 billion) in 2016–17. A 

key strength of the firm is its unique end-to-end offering, which provides customers with any 

service connected to wind energy, from the acquisition of land to lifecycle asset management, 

design, production, construction, and maintenance (Suzlon, 2017, 2018a). 

Tulsi Tanti founded Suzlon in 1995 after suffering under India’s notoriously unpredictable and 

expensive power when managing his family’s textile manufacturer. After commissioning two 

wind turbines to power the textile operations, Tanti found that many businesses were interested in 

alternative power solutions and that wind energy was a better business than textiles (Barton-

Sweeney, Elias, Bagley, & Rae, 2008; Suzlon, 2018a). 

When establishing the business, Tanti and his brothers had the advantage of knowing the 

customer’s side, but while all of them were engineers, none had any expertise in the field of wind 

energy technology. Originally, they planned to buy turbine technology overseas and in the long-

run manufacturer it themselves. However, as turbine manufacturers were reluctant to share their 

expensively developed knowledge and would not sell their technology to the Tanti brothers, the 

brothers established a partnership with the German turbine manufacturer Südwind GmbH 

Windkraftanlagen to distribute their wind machines (Swanson, 2012). 

However, shortly after the beginning of the partnership Südwind filed for bankruptcy, and Suzlon 

purchased Südwind’s R&D division. Instead of moving it to India, Suzlon hired former Südwind 

employees and created an R&D lab in Germany. This laboratory became the first of many training 

facilities for young Indian engineers who would study in Germany or other Western countries like 

Denmark and the Netherlands and come back to Suzlon in India with their technical expertise 

(Barton-Sweeney et al., 2008; Swanson, 2012). 

In the following years, Suzlon’s business grew and the company planned, sold and maintained 

many wind turbines in India. In 2003, the company was hired for its first job outside India – a 

wind turbine generator in the US. Since then, Suzlon repeatedly convinced North American as 

well as European customers of their services and beat competitors, as their completely vertically 
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integrated value chain was unique, and they could fulfill orders much faster than any other 

company (Suzlon, 2018b; Swanson, 2012). 

Suzlon started to acquire Western companies along its value chain, such as the Belgian maker of 

turbine gearboxes Hansen Transmission Limited in 2006 and the German wind technology R&D 

company REpower in 2007. At the same time, the Chinese market became increasingly attractive 

as the government passed a new law to increase renewable energy generation. Suzlon therefore 

entered this market in 2006 by establishing a JV to produce different turbines (Barton-Sweeney et 

al., 2008; Swanson, 2012). 

Even though the business struggled in the following years as the financial crises and a recall of 

turbine blades hit the company hard, Suzlon continued to strive for new assignments in Australia, 

South Africa, and China. Finally, the earthquakes that shook Japan in 2011 and damaged nuclear 

reactors led to renewed attention for renewable energies, positively affecting Suzlon’s sales 

(Swanson, 2012). 

Today, Suzlon offers end-to-end solutions not only for wind energy but also for solar energy. It 

holds 15 manufacturing units in India and China (JV), eight R&D facilities in Germany, India, 

Denmark, and the Netherlands, and service and maintenance facilities in the US and India (Suzlon, 

2018a, 2018b). 

 

5.3.4. The Case of HCL Technologies Limited  

HCL Technologies Limited (HCLT) is a global IT services company engaged primarily in 

providing a range of software services, business process outsourcing services (BPO), and IT 

infrastructure services for several industries (HCL, 2016). The company was incorporated in India 

in 1991 and has been one of the fastest growing technology companies in the world (HCL, 2016, 

2018a). Backed by a comprehensive global off-shore infrastructure and a network of offices in 32 

countries (primarily in America and Europe), HCLT and its subsidiaries have over 120,000 

employees worldwide and a consolidated revenue of US$7.6 billion. HCLT is one of the four 

companies under HCL Corporation (HCL, 2018c). 

Before HCLT became an independent entity, it was the R&D wing of HCL Corporation. However, 

due to the high demand for software-related services at that time, HCL Enterprise decided to 

establish an independent company in order to also cover the service segment in the IT segment. 
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Thus, in 1991 HCLT was born. At the same time, the Indian government started to liberalize their 

economy by deregulating restrictions on foreign investments (L. A. Hill, Khanna, & Stecker, 2008; 

see also above). Therefore, competition in India became tougher due to new multinationals such 

as IBM entering the market. Accordingly, HCLT increasingly began to focus on growth by 

creating JVs with foreign MNEs to gain a foothold in the global IT service sector. Initially, 

HCLT’s JV partners were primarily US firms such as Deluxe Corporation (JV in India), James 

Martin & Co (JV in the US) and Perot Systems (JV in India), all in 1996 (Malerba, Mani, & 

Adams, 2017).  

Moreover, in 1999 HCLT issued its first IPO on the Indian Stock Exchange and raised substantial 

capital for its company in order to enter a new growth phase. However, HCLT was still lagging 

behind its competitors due to its late entry into the service sector. Its plan to focus on becoming 

global and catching up with already established firms such as Wipro and Infosys intensified 

accordingly (Malerba et al., 2017). Thus, HCLT pushed for more aggressive growth and started to 

acquire several companies, such as Apollo BT Contact Centre in 2001 in a bid to become Northern 

Ireland’s largest BPO provider, or AnswerCall Direct Contact Centre, also in Northern Ireland, in 

order “to further expand its domain expertise into newer areas of functioning” (HCL, 2005a). 

Besides bringing new capabilities to the market, HCLT also performed acquisitions and JVs to 

gain new clients, such as the acquisition of Gulf Computers Inc. in the US with the goal of gaining 

access to its government clients (HCL, 2005b; Malerba et al., 2017). 

Further investment in Europe was performed by the acquisition of a 51% stake in Deutsche 

Software (Deutsche Bank IT services subsidiary) in 2001 (Sachitanand, 2001), with the intention 

of gaining additional knowledge in the area of financial software. HCLT kept completing several 

acquisitions around the globe in order to expand business and markets as well as capability 

building (Malerba et al., 2017). One of the company’s largest acquisitions was of the UK-based 

consultancy Axon Group Plc in 2008, which was the biggest acquisition in the tech space by an 

Indian company to that date and made HCLT one of the world’s most important players in 

enterprise consulting (Livemint, 2008; Malerba et al., 2017). Another deal was conducted in South 

Africa in 2009 with the acquisition of UCS Group’s Enterprise Solutions SAP Practice, not only 

to boost the company’s market presence in South Africa, but also to further increase its global 

delivery capabilities by gaining access to a wider skills base as well as other leading retailers 

(SiliconIndia, 2009).  
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More current acquisitions have focused on the US, which remains HCLT’s largest market (Vault, 

2018), and on Europe, such as the acquisition of Volvo’s external IT business in Sweden in 2016 

(HCL, 2018d), the acquisition of the UK-based ETL Factory Limited in 2017 (Agarwal, 2017), 

and the acquisition of Urban Fulfillment Services in the US, also in 2017 (HCL, 2017). All of them 

involved in similar fields to HCLT. In addition, due to new business prospects and partnerships, 

HCLT has set up subsidiaries in Denmark (HCLT Denmark ApS) as well as in Norway (HCLT 

Norway AS) (HCL, 2018d).  

To be able to provide the most efficient IT solutions to its customers, HCLT believes in a joint 

transformation of technology and hence is involved in an ecosystem of nearly 150 companies from 

different technology areas. With these companies it has formed alliances for market launches, 

specific partnerships for niche technologies and collaborative partnerships for specific customers. 

Examples of HCL's strategic alliances are Microsoft (over 15 years of cooperation), Cisco SAP, 

Oracle etc. (HCL, 2018b).  

 

5.3.5. Comparison and Interpretation of the presented Cases 

The analysis of the chosen Indian MNEs has revealed several insights into the procedure and 

motives of their FDI processes. In this context, the FSAs of the respective company compared to 

domestic and foreign competitors at the time of its internationalization play a crucial role. In the 

case of Apollo, its main FSAs were its knowledge of the Indian tire market, combined with its 

market standing and share, since it was India’s second-largest tire manufacturer when it began its 

internationalization prompted by new global competition.  

On the other hand, DRL profited from its quick growth and also had an advantageous position in 

its home market before it decided to internationalize through exports. In addition, it was able to 

offer low prices due to the low production costs and wages prevailing in India. Later on, another 

FSA emerged when the company became one of the first Indian pharmaceutical manufacturers to 

move from copying drugs to developing them.  

Suzlon in turn had the significant advantage of being one of the first wind companies in India, and 

hence was not confronted with much competition when it internationalized. However, Suzlon’s 

founding phase was simultaneously its internationalization phase, as it bought an R&D division 

from Europe in order to be able to pursue its business. During that phase, further FSAs emerged 
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as Suzlon decided to not only offer wind turbines, but provide full-service, turnkey solution, and 

hence came to own a fully vertically integrated value chain. Additionally, Suzlon sent Indian 

engineers to Europe for study and in order to bring technical expertise back to India. This 

procedure, in combination with the low wages in India, can be seen as another FSA of Suzlon.  

HCLT, still lagging behind its competitors due to its late entry into the service sector, was in a 

fundamentally different position. Moreover, Indian government deregulation at the time led to 

competition from foreign MNEs. However, backed by HCL Corporation, HCLT did not have to 

build everything from scratch, but already possessed most of the resources it needed to go global, 

including HCL’s good reputation.   

Consequently, each company was more or less prepared to begin its global expansion, though for 

different reasons. Thus, Apollo started its internationalization process by creating a JV with a 

European firm in its home country before it decided to become technologically self-reliant and 

directly acquired operations in South Africa. Backed by new technology from this acquisition, 

Apollo began to enter the “far more technologically advanced” European market by first acquiring 

and then building new subsidiaries. Therefore, Apollo’s internationalization process follows a 

rather progressive approach as the company internationalized gradually following the host 

countries’ technological demands. In terms of its entry modes it has behaved rather aggressively, 

as it directly started with acquisitions when it first entered foreign territory.  

DRL in turn behaved exactly the opposite, since its entry modes were far more incremental, with 

exports as a first internationalization step. Only after several years of experience in the export 

market, DRL started entering the foreign territory via a JV before performing its first acquisitions 

and greenfield investments in several countries. Regarding the country choice, an aggressive 

approach can be observed as it directly started exporting to developed countries and set up its first 

foreign subsidiary in the US.  

The FDI process of Suzlon on the other hand is unusual and rather aggressive, since its business 

started immediately with the purchase of a European R&D division, i.e. the company went 

international while it was in its founding process. Afterwards, Suzlon grew by exporting its 

services to Europe and the US. It started to acquire companies along its value chain in Europe and 

formed a JV in China. Further assignments followed in Australia, South Africa and China.  

HCLT’s internationalization process is also rather aggressive in terms of its entry modes as well 

as its country choice. Although it began with JVs in India as well as in the US, it suddenly pushed 
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for more aggressive growth and started to acquire several companies in Europe and the US. In 

addition, it built up a large ecosystem and has formed several alliances in order to be omnipresent 

in the IT sector. 

Based on these internationalization processes, different motives of the respective firms can be 

observed. These different motives bolster Dunning and Lundan’s (2008) argument, mentioned 

above, that today’s MNEs often pursue more than one motive concurrently. In the case of Apollo, 

a combination of strategic asset-seeking and market-seeking motives are in evidence. On the one 

hand, the cause for its internationalization was to reduce its dependence from India, although it 

had a good standing in the Indian market, being the second-largest tire manufacturer. This indicates 

a market-seeking motive. On the other hand, it intended to become technological self-reliant and 

thus directly sought technological assets in foreign countries, which in turn indicates strategic 

asset-seeking.  

For DRL, the motivation is mainly market-seeking, as the company kept continuously expanding 

its export and acquisition portfolio. Only when it set up subsidiaries, such as in the US, in order to 

overcome their disadvantages within the field of drug discovery, is strategic asset-seeking present 

as a motive.  

In turn, Suzlon’s motive for FDI is clearer: the company was founded by directly acquiring a R&D 

division in Europe in order to be able to pursue its business despite lacking expertise. In addition, 

it continued acquiring companies along its value chain to expand its global portfolio and strengthen 

its export service. This indicates a strategic asset-seeking motive.  

HCL’s motive appears to be mainly market-seeking, as it was pushing for aggressive growth and 

was gaining new clients by acquiring several companies around the globe. Its continuously 

growing ecosystem of companies as well as its countless alliances are a further indication of a 

market-seeking motive. 

In summary, market-seeking appears to be the primary motive for EMNEs to directly invest 

abroad. This finding is surprising, as prior to their internationalization, most of the presented 

MNEs appeared to possess rather weak FSAs compared to foreign competitors. Only one out of 

four (DRL) companies appeared to possess FSAs over foreign competitors prior to going abroad. 

Therefore, strategic asset-seeking could have been suspected as the companies’ main motive to 

engage in FDI. However, the case of Suzlon—the youngest example presented here—shows that 

strategic asset-seeking is becoming popular in the context of FDI activities of Indian MNEs. This 
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also confirms the research findings presented in the literature review above (e.g. Gammeltoft & 

Hobdari, 2017). In addition, it appears that case companies transfer the strategic assets obtained 

abroad to their Indian operations.  

Moreover, even though the presented companies tend to possess rather weak FSAs compared to 

their foreign competitors, the case study suggests that Indian MNEs might exploit country-specific 

ownership advantages. Specifically, the cases of Suzlon and DRL showed that they took advantage 

of the generally low wages and production costs prevailing in India.   

In terms of country- and entry mode choices, it appears that the internationalization processes of 

Indian MNEs generally involved a certain level of aggressiveness, as three out of four case 

companies directly acquired an existing company when entering the European market. This 

corresponds to the findings in the literature review, which indicated that entry strategies of EMNEs 

tend to be more radical than those of traditional MNEs, meaning high-risk, high-control entry 

modes, particularly acquisitions (Luo & Zhang, 2016). 

 

6. Discussion 

This thesis aimed at understanding why Indian MNEs directly invest in Europe and to what extent 

these investments can be explained by existing theoretical frameworks. To answer this question, 

complementary mixed method research was conducted, consisting of a quantitative as well as 

qualitative part. In the introduction, five sub-questions were subordinated to the actual research 

question, which will be answered in this chapter based on the findings presented in the previous 

analysis. 

 

What are the patterns of Indian subsidiaries in Europe in terms of size, function, industry, 

and degree of ownership? 

The patterns of Indian affiliates in Europe were presented in the descriptive analysis as it provided 

an overview of the characteristics of the European subsidiaries. It revealed that their size is mainly 

small (50%) and that there are only few very large companies (7.8%). Additionally, an increasing 

trend towards small subsidiaries is shown, which is in line with the presented literature review. 

Moreover, the descriptive analysis pointed out that the Indian subsidiaries mainly fulfill a service 
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function (81.7%), which comprises sales, marketing, consulting, etc. Only 16% pursue a 

manufacturing and only 2.3% a R&D function. The main sectors of subsidiaries and GUOs 

appeared to be very similar, which suggests that Indian investors seem to stay within their sector. 

Last, but not least, it was shown that nearly all subsidiaries are wholly owned, which indicates a 

high degree of commitment on the part of Indian investors when entering Europe.  

Moreover, the cluster analysis illustrated two distinct FDI groups with common characteristics in 

each group. The first group comprises small subsidiaries executing a service function which are 

wholly owned by very large GUOs with a non-aggressive investment behavior. The second group 

in turn consists of larger subsidiaries that are partially owned, are involved in a manufacturing or 

R&D function, and notably have smaller owners exhibiting aggressive investment behavior, 

meaning that subsidiaries of this group are often larger than their parent companies. 

 

What host country characteristics attract Indian FDI in Europe? 

To answer this sub-question, the regression analysis was used to establish which host country 

factors have a statistically significant effect on the number of Indian direct investments in 

European countries. It was found that Indian investors are mainly searching for countries with 

large market size, a good trade relationship with India, low R&D expenditures, high educational 

attainment, and stable institutions. In addition, it was shown that psychic distance does not affect 

the country choice for Indian investors, as the regression analysis revealed that the Indian 

population within a European country as a proxy for psychic distance has no significant influence 

on Indian investment.  

 

Why do Indian companies invest in Europe? 

To answer this sub-question, evidence from all three analyses was considered. While the 

descriptive analysis already provides a first impression about the motives underlying Indian direct 

investment in Europe, the regression analysis as well as the case study present deeper insights.  

First, the descriptive analysis showed that service activities (sales, marketing, consulting etc.) is 

by far the most common function of the subsidiaries with 81.7% of the total European subsidiaries. 

Sales and marketing services stand for market exploitation activities, which themselves can be 

related to market-seeking motives. Consulting activities are generally associated with highly 



 77 

knowledge-based activities and thus strategic asset-seeking motives. However, it can be assumed 

that consultancies make up only a minor share of service-focused subsidiaries. In addition, 16% 

of subsidiaries pursue a manufacturing function. This may be related to both market-seeking and 

strategic asset-seeking motivations for FDI, as production might be set up in a host country either 

to be close to the ultimate customer or to sophisticated technology. Lastly, R&D activities, which 

are the most obvious function associated with strategic asset-seeking, account for only 2.3% of all 

Indian subsidiaries in Europe. Therefore, based on the subsidiaries’ functions, market-seeking 

seems to be the predominant motivation for Indian FDI in Europe, with strategic asset-seeking 

representing a subordinate motivation. 

On top of that, the cluster analysis confirms the existence of market- as well as strategic asset-

seeking motives. The first FDI group consists of small subsidiaries which execute service 

functions and are owned by large, non-aggressive GUOs. The combination of these characteristics 

can be interpreted as market-seeking, since large Indian companies are investing risk-aversely in 

small service subsidiaries mainly associated with market exploitation. On the other hand, the 

second FDI group comprises larger subsidiaries which execute manufacturing or R&D activities 

and are owned by smaller, aggressive GUOs. The fact that small Indian companies aggressively 

invest in R&D or manufacturing firms which are likely to be larger than themselves shows that 

these investors are rather willing to take risks. This indicates that the investor is likely to lack FSAs 

and thus is searching for strategic assets abroad. 

In turn, the regression analysis presented a different picture. While market opportunities (GDP, 

GDP growth and imports from India) were found to be significant factors positively influencing 

the number of Indian direct investments in Europe, the analysis of strategic assets provided a mixed 

picture. In total, three host country characteristics were assessed as proxies for strategic assets, 

namely patent applications, R&D expenditures, and educational attainment. Patent applications 

showed no significant influence, suggesting that especially innovative assets are not important. 

The investigation of R&D expenditure draws an even worse picture regarding innovative assets. 

The regression model unexpectedly displayed a significant negative impact of R&D expenditures 

on Indian direct investment in Europe. This means that Indian investors prefer countries with a 

lower level of innovation. On the other hand, educational attainment positively influences Indian 

FDI, providing evidence that knowledge as a strategic asset is actively being pursued by Indian 

investors. Moreover, another motive underlying Indian investment in Europe is to escape weak 

institutions as investors seek stable institutional environments. Therefore, the regression analysis 
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exposed market-seeking as one motive, seeking stable institutions as another motive and strategic 

asset-seeking as a motive only in terms of knowledge-seeking but not in terms of innovation-

seeking. 

Finally, the case study presented a more detailed picture as the importance of individual motives 

was determined. Based on the four examined case companies, market-seeking and strategic asset-

seeking appeared as motives underlying Indian direct investment in Europe, with market-seeking 

as the predominant motivation and strategic asset-seeking playing a subordinate role. 

In summary, market-seeking appears to be the prevailing motive behind Indian FDI in Europe. 

However, the analyses showed that strategic asset-seeking can also be a motive for Indian MNEs 

investing in Europe, although surprisingly, R&D expenditures seem to have a negative influence 

on Indian FDI. In addition, escaping the home market to search for stable institutions is another 

motive that appeared in the analysis.  

 

What kind of Indian companies invest in Europe? 

After discussing the types of Indian subsidiaries in Europe, factors influencing their location 

choices as well as the motives underlying them, this sub-question focusses on the Indian investor. 

To further understand the ultimate owners of Indian subsidiaries in Europe, their FSAs compared 

to foreign competitors and their international experience prior directly investing in Europe are 

assessed. 

 

Possession of FSAs over foreign competitors 

In assessing what FSAs Indian investors enjoy over foreign competitors before their 

internationalization, the descriptive analysis gives a first indication, which is then further specified 

by the case study. In general, the Indian investor data presented in the descriptive analysis cannot 

give any direct information about the FSAs in question. This is because the investigated data 

includes only those Indian companies which own at least one European subsidiary and therefore 

had already expanded internationally. However, the cluster analysis can suggest tendencies in the 

data. It has been shown that the second FDI group consists of subsidiaries which are mainly of 

large size, execute R&D or manufacturing functions, and have small, aggressively investing GUOs 

(investors with >90% of foreign subsidiaries outside Asia). Based on this FDI group, one can 
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assume that these small investors possess no or only little FSAs over foreign competitors and 

therefore follow a rather aggressive strategy to obtain R&D and/or manufacturing facilities outside 

Asia to win competitive advantages. 

Furthermore, the case study confirms this picture. It showed that only one out of four companies 

possessed FSAs over foreign competitors prior to going abroad. The other three companies had 

little to no FSAs when directly investing in foreign countries. However, the qualitative analysis 

also showed that Indian MNEs might be utilizing country-specific ownership advantages, as they 

exploit India’s low production costs and wage levels to be able to compete internationally. 

In sum, it can thus be captured that a considerable amount of Indian companies directly investing 

in Europe are likely to possess little to no FSAs over foreign competitors when internationalizing. 

 

International Experience 

When assessing the international experience of MNEs, two different dimensions should be 

examined. First, the targeted locations for international expansion as well as their order, and 

second, the choice of entry modes.  

The first dimension can be assessed by all the analyses performed above. The descriptive analysis 

examined the location choice of Indian MNEs by differentiating so-called aggressive and non-

aggressive investors. It showed that the share of FDIs conducted by an aggressive investor 

increased over time and has exceeded the share of projects realized by non-aggressive investors 

since 2012. This means that Indian investors that focus their foreign subsidiaries outside Asia 

always played an important role and have predominated in recent years. Thus, psychic distance 

does not seem to be an important factor for most Indian investors when choosing their FDI location 

in Europe. In addition, the regression analysis showed that Indian population as a proxy for liability 

of foreignness has no significant influence on the location choice. The case study further confirms 

these findings as three out of four MNEs directly invested in developed regions (Europe and US) 

without gaining experience in other emerging countries. Only one firm began its 

internationalization process in Africa before entering the more technically challenging European 

market. Therefore, psychic distance has little to no influence on the location choice of Indian direct 

investment in Europe. 
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The second dimension can be assessed only via qualitative analysis within this thesis. The case 

study showed that Indian MNEs investing in Europe tend to select aggressive entry modes, as three 

out of four entered Europe by acquiring companies and only one firm exported its products before 

directly investing. 

In summary, we find that in terms of both international experience in a country and entry mode 

level, Indian MNEs are willing to take risks by directly entering distant countries with highly 

committing entry modes. 

 

 

To what extent can existing theoretical frameworks explain Indian direct investment in 

Europe? 

Based on the combination of the theoretical frameworks introduced in Chapter 2 and the answers 

of the four previous sub-questions, the fifth and last subordinate question is answered. Therefore, 

each of the seven presented theories and their extensions are assessed individually to ultimately 

reach a final conclusion for this question. 

The first theory in question is the internalization theory. This theory states that companies invest 

abroad if the benefits of exploiting FSAs outweigh the relative costs of the operation abroad. 

Therefore, the theory sees the possession of FSAs as a requirement, and as it focuses on the 

exploitation of these advantages, it suggests market-seeking behavior as the main motivation for 

FDI. The present thesis found that the main motivation underlying Indian direct investment in 

Europe is indeed market-seeking, which therefore fits the logic of the internalization theory. 

However, the thesis also showed that there is a considerable amount of Indian FDI originating 

from investors who possess little or no FSAs. Thus, the internalization theory in its presented form 

fails to fully explain the presented data. 

The second theory, the Uppsala model, argues that firms invest abroad based on gradual learning 

and the development of market knowledge. The process of internationalization is seen as a 

progressive establishment chain of entry modes and market selection based on the liability of 

foreignness. As the fourth sub-question showed that Indian MNEs do not follow any incremental 

steps concerning entry modes or market selection, the Uppsala model also does not fit as a 

theoretical explanation of the presented data. 
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Moreover, the revised Uppsala model from 2009 also does not fit to describe the given data. In 

this extension, the liability of foreignness was replaced by the liability of outsidership, meaning 

that being part of a network is much more important than entering countries with a low psychic 

distance. However, the model still presents the process of internationalization as a progressive 

establishment chain of entry modes, which contradicts the above findings. 

The third presented theory is the eclectic paradigm, also known as the OLI model. The paradigm 

considers three different aspects which need to be fulfilled to justify FDI, namely ownership-

specific advantages (O), location-specific advantages (L), and internalization advantages (I). 

While L advantages were not analyzed in this thesis, O and I advantages refer to the beneficial 

internal exploitation of FSAs. Thus, like the internalization theory, the OLI requires companies to 

possess FSAs and suggests market-seeking as the main motive underlying FDI. Comparing these 

aspects to the presented data, it becomes apparent that the original OLI paradigm is not applicable, 

as it appears that many Indian companies invest in Europe without possessing ownership-specific 

advantages. 

Nevertheless, the OLI paradigm was revised in 2008 to fit the internationalization of EMNEs. The 

revised version acknowledged that many EMNEs do not own FSAs, but rather exploit so-called 

country-specific ownership advantages. The case study offered some indications in this direction, 

as Indian companies seem to leverage low home country production costs and wage levels. 

However, since these country-specific O advantages were not intended to be a part of the analysis, 

no comprehensive conclusions on the applicability of the extended OLI can be drawn. 

The fourth introduced theory, which is the last conventional theory presented, is the RBV. In this 

view, successful companies are built solely upon competitive resources and capabilities. 

Companies thus internationalize if they are better at transferring resources across borders than 

others. Again, the theory sees FSAs as a general requirement for FDI. Like other conventional 

theories, it is therefore unable to fully explain the presented data. This finding confirms the 

common view in the IB literature that the traditional RBV model needs to be adjusted to fit 

EMNEs, as EMNEs seem to often develop capabilities and internationalize in a co-evolutionary 

manner. 

The fifth theory in question, the LLL framework, is the first presented model of the newly 

developed theories. In contrast to the previously assessed frameworks, this theory argues that 

EMNEs often do not possess FSAs, but rather internationalize to obtain these and thereby 
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overcome their latecomer disadvantages. The framework further suggests that EMNEs obtain 

FSAs by forming various external partnerships and networks with western MNEs. Comparing 

these statements with the presented data, it becomes apparent that while the theory does not 

conflict with the above data by positing preexisting FSAs, the applicability of the theory cannot 

be fully assessed, as this thesis did not include the role of partnerships in the analysis. 

The sixth theory, the springboard perspective, is also a newly developed theory. It states that 

EMNEs use FDI as a springboard to overcome latecomer disadvantages. It argues that MNEs from 

emerging markets are often in possession of few or no FSAs, suffer from weak home country 

institutions, and aim to grow rapidly in order to be able to compete with superior DMNEs. Thus, 

the perspective sees different motives underlying FDI, with strategic asset-seeking being the 

predominant motivation, and market-seeking and the search for stable institutions as subordinate 

drivers. Moreover, the model argues that EMNEs acquire FSAs in developed countries to 

eventually transfer these to their home countries. Their ultimate goal is to be innovative by 

themselves. The springboard perspective therefore explains the presented data to a high degree, as 

nearly all aspects apply. The only mismatch is the fact that the given analyses identified market-

seeking rather than strategic asset-seeking as the predominant motive for Indian FDI. 

The last theory in question is the institutional arbitrage logic. It comprises two different 

perspectives, as it argues that EMNEs enter foreign markets either to escape the weak institutional 

environment of the home country (exit view) or to exploit their knowledge gained by dealing with 

these weak institutions (exploitation view). As Europe is generally associated with stable 

institutions, the exploitation view is unsuitable for the question of Indian FDI in Europe. On the 

other hand, the exit view cannot be fully supported, as the findings showed that seeking stable 

institutions is only a subordinate motive for Indian direct investment in Europe. Moreover, the 

authors agree with the presented literature’s critical view towards the institutional arbitrage logic, 

as in the light of the empirical study, the internationalization of EMNEs is revealed as a complex 

process which cannot be described by institutions alone. Thus, this thesis further argues that 

institutional arbitrage logic cannot be considered as an entire theoretical framework. 

Consequently, the springboard perspective is the only theory which is able to adequately explain 

the given dataset to any significant degree. Moreover, the extended OLI paradigm as well as the 

LLL framework call for further research regarding the role of country-specific ownership 

advantages and existing partnerships before a final conclusion on their applicability can be made. 
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Lastly, the internalization theory, the Uppsala model and its revised version, the original OLI 

paradigm, the RBV, and institutional arbitrage logic are not applicable to the presented data. 

 

7. Conclusion, Limitations and future Research 

This chapter will summarize the findings to each sub-question in order to ultimately answer the 

research question. Afterwards, limitations of the thesis are presented, based on which further 

research aims are suggested. 

 

7.1.  Conclusion 

The emergence of EMNEs has become an often-discussed topic within the IB literature. Especially 

the desire to understand why and how these MNEs expand across domestic borders has stimulated 

a discussion yielding three different opinions on EMNEs’ compatibility with existing theoretical 

concepts. Scholars disagree over whether conventional theoretical frameworks are sufficient to 

explain FDI from EMNEs in developed regions. This thesis therefore aimed at understanding 

Indian FDI in Europe at a company level as an example of the internationalization of EMNEs, thus 

assessing the applicability of conventional and newly developed theories to the presented data. 

To answer the research question, several sub-questions were established, which were answered by 

conducting and interpreting three different analyses: a descriptive analysis, a regression analysis 

and a case study.  

First, the patterns of Indian subsidiaries in Europe were assessed, showing that most subsidiaries 

are of small size (50%) and exercise a service function (80%). Moreover, nearly 100% of the 

subsidiaries are wholly owned by their Indian investors, reflecting a high commitment on the part 

of those investors. Furthermore, approximately 70% of the subsidiaries belong to very large 

investors. Based on the descriptive exploration, two groups of FDI could be identified by a cluster 

analysis. Although the findings can show only an approximate picture, they still offer a useful 

overview. Results showed that very large investors who follow a rather risk-averse market 

selection (represented by more than 10% of their foreign subsidiaries’ being located within Asia) 

possess small subsidiaries, which are wholly owned and execute a service function. On the other 

hand, the second FDI group is composed of the opposite profile: smaller investors with rather 
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aggressive internationalization behavior (>90% of foreign subsidiaries outside Asia) partly own 

larger subsidiaries which perform manufacturing or R&D functions. 

The investigation of the second sub-question, asking which host country factors attract Indian FDI 

in Europe, showed that Indian investors tend to prefer countries with large market size, a good 

trade relationship with India, low R&D expenditures, high educational attainment, and a stable 

institutional environment. Moreover, the regression analysis revealed that psychic distance, 

measured by the size of the Indian community within the host country, has no significant influence 

on Indian direct investment in Europe. 

The analysis of the third sub-question, asking which motivation underlies Indian direct investment 

in Europe, revealed that Indian companies mainly invest in Europe to pursue market-seeking 

motives. In addition, strategic asset-seeking and escaping weak and unstable institutions appear to 

be secondary reasons underlying Indian direct investment in Europe. However, due to their low 

occurrence these motivations are rather subordinate. 

The fourth sub-question asked what kind of Indian companies invest in Europe. To connect this 

question with the relevant theories, the authors were mainly interested in existing FSAs of these 

companies as well as their international experience prior to their internationalization. The results 

show that while there are Indian companies that possess FSAs over their foreign competitors, a 

considerable number of the companies entering Europe do not enjoy marked competitive 

advantages over foreign firms. Moreover, Indian enterprises are rather willing to take risks during 

their internationalization as most of them choose highly committing entry modes such as 

acquisitions instead of exports when entering new countries and are not influenced by psychic 

distance in their location choice. 

The last sub-question assessed to what extent existing theoretical frameworks can explain Indian 

direct investment in Europe by examining seven different theories and their extensions. The 

analysis showed that most conventional theories in their original form, namely the internalization 

theory, the OLI paradigm, and the RBV, are not suited to explain the presented data since they all 

see the possession of FSAs over foreign competitors as a requirement for going global. However, 

the analysis revealed that the extended OLI paradigm from 2008 may be applicable, as it 

acknowledges that EMNEs often do not possess FSAs, but rather exploit country-specific 

ownership advantages. A full evaluation of the compatibility of this extension with EMNEs, 

however, requires more in-depth research on country-specific ownership advantages. In addition, 
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the fourth conventional theory in question, the internationalization process theory (Uppsala 

model), cannot be applied to the given data either, as Indian companies clearly do not follow 

incremental steps in terms of entry modes or market selection.  

Moreover, two of the newly develop theories, namely the LLL framework and institutional 

arbitrage logic, could not be verified by the analysis. The two theories state that the main reasons 

for EMNEs to go global are strategic asset-seeking and a search for stable institutions, respectively, 

neither of which could be satisfactorily confirmed as the main motive in the presented case. In 

addition, the LLL model is largely based on networks, which were not included in the analysis. 

Thus, no exact conclusions on the applicability of the LLL framework can be drawn.  

Nonetheless, the analysis showed that the springboard perspective offers a theory which is able to 

explain Indian direct investment in Europe to a high degree, as nearly all aspects of the framework 

apply. The only mismatch is the fact that this thesis identified market-seeking as the predominant 

motive for Indian FDI in Europe, whereas the springboard perspective sees strategic asset-seeking 

as EMNEs’ most important motivation. 

In summary, the research question “Why do Indian multinational enterprises directly invest in 

European countries and to what extent are existing theoretical frameworks applicable in the light 

of the empirical analysis?” can be answered as follows: Indian MNEs invest in Europe primarily 

for market-seeking reasons. On a subordinate level, they also pursue strategic assets and stable 

institutions. Existing theoretical frameworks largely fail to explain their behavior, with the notable 

exception of the springboard perspective, of which nearly every aspect turned out to be applicable 

to the given dataset. 

 

7.2.  Limitations 

When reflecting on the present thesis, there are a number of limitations which need to be 

considered. First of all, the thesis relied entirely on secondary data. The qualitative analysis 

especially could have gained greater depth and validity if primary data, for instance through 

interviews, could have been taken into account. However, even though only secondary data was 

used, and two quantitative analyses were conducted, it is still critical to generalize the findings as 

the rather subjective case study influences most final results. 
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Moreover, the thesis did not present an in-depth analysis of any specific theory, but rather broadly 

assessed whether theoretical frameworks are applicable in the case of Indian direct investment in 

Europe. The same applies for the industry sectors under consideration, as an overall picture was 

prioritized over a focus on one industry. In addition, all currently existing Indian subsidiaries were 

taken into account for the analysis, independent of their success. Thus, the performance of the 

subsidiaries was not part of the analysis. 

In addition, the regression analysis was limited to those independent variables which could be 

represented by available data. Some host country factors, such as the presence of industry or 

innovation clusters, could have been of interest, but could not be displayed because of the lack of 

relevant data. 

Lastly, the thesis was not able to fully assess the applicability of the extended OLI paradigm from 

2008 or of the LLL framework, as additional research in the field of country-specific ownership 

advantages and the role of partnerships within the internationalization process of EMNEs would 

have been beyond the scope of what was possible here. 

 

7.3.  Future Research 

While this thesis provides detailed insights into Indian direct investment activities in Europe, a 

number of questions remain unanswered. First, future research should aim to provide more 

generalizable results by conducting for instance studies solely based on quantitative data or studies 

based on a much higher number of case companies. Moreover, also primary qualitative data can 

provide more detailed insights, specifically about the motivation underlying Indian direct 

investment in Europe or FDI from EMNEs in general.  

In addition, future research is needed to fully assess the applicability of the extended OLI paradigm 

and the LLL-framework. In this context, it is especially important to assess the country-specific 

ownership advantages that might be possessed by Indian companies and might influence their 

internationalization process as well as research the role of networks and their impact on the 

internationalization of EMNEs. 
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Appendix 1: Search Strategy for European Companies (Orbis) 

 

Source: Orbis extract. 

 

Appendix 2: Definition of Ownership by Orbis 

 

Source: BvD (2018b) 

 

Step result Search result

1. 228,831,961 228,831,961

2. 109,603,817 86,616,589

3. 80,767,887 25,491,392

4. 22,469 1,478

TOTAL 1,478

World region/Country/Region in country: EFTA, European Union [28]

Subsidiaries with Ultimate Owners by profile: UO located in India (IN), of one of the following types: Corporate 

companies; GUO and DUO;Def. of the UO: min. path of 50.01%, known or unknown shareholder

Boolean search : 1 And 2 And 3 And 4

Fiscal year end:31/03

Current search settings:

- priority given to the most recent accounts available

- exclusion of companies with no recent financial data and Public authorities/States/Governments

Definition of the Ultimate Owner:

- minimum percentage that must characterise the path from a subject Company up to its Ultimate owner: 50.01%

- UO can have no shareholder identified or all its shareholders have an unknown percentage

Birgit Brejneboel-50093

Export date 11/03/2018

All active companies and companies with unknown situation

Year of incorporation: on and after 2004 up to and including 2016

Product name Orbis

Update number 169

Software version 129.00

Data update 09/03/2018 (n° 16901)

Username
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Appendix 3: Details of Company Data 

 

Variables Categorization Source

Company name The name of the respective subsidiary Extracted from Orbis by selecting firms 

located in Europe with an Indian GUO

BvD ID number Each business's national company number Extracted from Orbis by selecting firms 

located in Europe with an Indian GUO

Orbis' size category Very large company: Operating revenue >= 100 million EUR (130 million USD); total 

assets >= 200 million EUR (260 million USD); employees>=1,000; listed.

Large Company: Operating Revenue >= 10 million EUR (13 million USD); total assets >= 

20 million EUR (26 million USD); employees >= 150; Not Very Large.

Medium-sized company: Operating Revenue >= 1 million EUR (1.3 million USD); total 

assets >= 2 million EUR (2.6 million USD); employees >= 15;Not Very Large or Large.

Small company: When not belonging to another category

Extracted from Orbis (Orbis' own 

categorization) 

ISO Country-Code Country Code of the firms location Extracted from Orbis 

Incorporation year Year of incorporation Extracted from Orbis 

BvD Major sector Other services; metals & metal products; banks; chemicals, rubber, plastics, non-metallic 

products; wholesale & retail trade; machinery, equipment, furniture, recycling; post & 

telecommunications; hotels & restaurants; gas, water, electricity; primary sector; 

publishing, printing; textiles, wearing apparel, leather; insurance companies; 

construction; food, beverages, tobacco; wood, cork, paper; transport; education, health; 

public administration & defense

Extracted from Orbis (Orbis' own 

categorization) 

Products & Services The products and service the respective company is dealing with Extracted from Orbis (Orbis' own 

categorization) 

NACE Rev. 2

Core Code (4 digits)

Statistical classification of economic activites in the European Community Extracted from Orbis 

Subsidiary function manufacturing; R&D; service activities Based on the NACE codes

Subsidiary subfunction division of the "service activities" function: construction; logistics; others; support Based on the NACE codes

GUO - Name The name of the global ultimate owner (GUO) of the respective firm Extracted from Orbis

GUO - BvD ID The national company number of the GUO Extracted from Orbis

GUO - Major Sector See the categorization of sectors above Extracted from Orbis (Orbis' own 

categorization) 

GUO - Products & Services The products and service the GUO of the respective company is dealing with Extracted from Orbis (Orbis' own 

categorization) 

GUO -

NACE,

Core code

Statistical classification of economic activites in the European Community Extracted from Orbis 

GUO - Total % Percentage of ownership share of the respective subsidiary / firm Extracted from Orbis 

GUO - Orbis' size category See the categorization of sizes above Extracted from Orbis (Orbis' own 

categorization) 

GUO - Subsidiaries in India Number of firms in India Locations of the subsidiaries were 

extracted from Orbis

GUO - Subsidiaires in rest of Asia Number of firms in the rest of Asia (India excluded) Locations of the subsidiaries were 

extracted from Orbis

GUO - Subsidiaries in Africa Number of firms in Africa Locations of the subsidiaries were 

extracted from Orbis

GUO - Subsidiaries in Europe Number of firms in Europe Locations of the subsidiaries were 

extracted from Orbis

GUO - Subsidiaires in America Number of firms in America Locations of the subsidiaries were 

extracted from Orbis

GUO - Subsidiaires in Oceania Number of firms in Oceania Locations of the subsidiaries were 

extracted from Orbis

GUO - Total foreign subsidiaries Sum of "subsidiaries in rest of Asia, in Africa, in Europe, in America and in Oceania" Calculated manually

GUO - Total subsidiaries Sum of "subsidiaries in India" and "total foreign subsidiaries" Calculated manually

GUO - Total subsidiaries categorized 1-50 subsidiaries; 51-100 subsidiaries; 101-150 subsidiaries; 151-200 subsidiaries; more 

than 200 subsidiaries

Own categories for the GUO's number 

of total subsidiaries

GUO - Categorization of investment behavior "aggressive" vs. "non-aggressive" "aggressive" when the proportion of 

subsidiaries "outside of Asia" to the 

"total foreign subsidiaries" is >90%; 

"non-aggressive" when the proportion 

is <90%
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Appendix 4: Details of Host Country Data 

 

 

  

Independent 

variable

Proxy Abbreviati

on

Unit Source Link Details for the Link

Absolute 

market size

GDP GDPA Constant 2010 

US$

World Bank http://databank.worldbank.org/data/re

ports.aspx?source=2&country=AUT#

./.

Market 

growth

GDP growth GDPg Annual % World Bank http://databank.worldbank.org/data/re

ports.aspx?source=2&country=AUT#

./.

Trade 

openness 

towards India

Imports from 

India

ImpIn

& ImpInP

Value in euros Eurostat http://ec.europa.eu/eurostat/data/dat

abase

https://www.gate.ezv.admin.ch/swissi

mpex/index.xhtml

Eurostat: Database by 

themes - International 

trade - International trade 

in goods - detailed data 

(detail) - EU Trade since 

1988 by CN8

R&D 

expenditures

RD % of GDP World Bank http://databank.worldbank.org/data/re

ports.aspx?source=2&country=AUT#

./.

Annual number 

of patent 

applications, 

residents

PatAP Absolute 

number

World Bank http://databank.worldbank.org/data/re

ports.aspx?source=2&country=AUT#

./.

Liability of 

foreigness

Indian 

population

InPop % of 

population

Eurostat, 

Cyprus 

statistical 

office, 

articles

http://ec.europa.eu/eurostat/data/dat

abase

http://www.cystat.gov.cy/mof/cystat/s

tatistics.nsf/populationcondition_22ma

in_en/populationcondition_22main_en

?OpenForm&sub=2&sel=2

http://nriol.com/indiandiaspora/statisti

cs-indians-abroad.asp

Eurostat: Database by 

themes - Population and 

social conditions - 

Demography and migration 

(demo) - Population 

(demo_pop) - Population 

on 1 January by age group, 

sex and citizenship

Political 

Stability

Worldwide 

Governance 

Indicators

WWGI Value World Bank http://info.worldbank.org/governance/

wgi/index.aspx#home

./.

Education Educational 

attainment, at 

least completed 

upper 

secondary 

school, 

population 25+

Edu % of 

population 25+

World Bank http://databank.worldbank.org/data/re

ports.aspx?source=2&country=AUT#

./.

Control 

variable

Total FDI 

outflows from 

India

FDIO Millions of 

dollars

UNCTAD http://unctad.org/en/Pages/DIAE/Worl

d%20Investment%20Report/Annex-

Tables.aspx

Annex table 02. FDI 

outflows, by region and 

economy, 1990-2016

Innovation 

and high 

technology
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Appendix 5: Indian direct Investments per Year per Country 
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Source: Own presentation based on Orbis data. 

  



 110 

Appendix 6: Definition of Size Classifications by Orbis 

General remark: the criteria for a company to be included in one of the categories below are 

always based on values expressed in EUR (values in USD are given for information purposes only 

and may vary depending on current exchange rate). 

 

Very large Companies (VL) 

Companies on Orbis are considered to be very large when they match at least one of the following 

conditions: 

• Operating Revenue >= 100 million EUR (130 million USD) 

• Total assets >= 200 million EUR (260 million USD) 

• Employees >= 1,000 

• Listed 

 Notes: 

• Companies with ratios Operating Revenue per Employee or Total Assets per Employee 

below 100 EUR (130 USD) are excluded from this category. 

• Companies for which Operating Revenue, Total Assets and Employees are unknown but 

have a level of Capital over 5 million EUR (6.5 million USD) are also included in the 

category. 

 

Large Companies (L) 

Companies on Orbis are considered to be large when they match at least one of the following 

conditions: 

• Operating Revenue >= 10 million EUR (13 million USD) 

• Total assets >= 20 million EUR (26 million USD) 

• Employees >= 150 

• Not Very Large 

 Notes: 

• Companies with ratios Operating Revenue per Employee or Total Assets per Employee 

below 100 EUR (130 USD) are excluded from this category. 
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• Companies for which Operating Revenue, Total Assets and Employees are unknown but 

have a level of Capital comprised between 500 thousand EUR (650 thousand USD) and 5 

million EUR (6.5 million USD) are also included in the category. 

 

Medium sized Companies (M) 

Companies on Orbis are considered to be medium sized when they match at least one of the 

following conditions: 

• Operating Revenue >= 1 million EUR (1.3 million USD) 

• Total assets >= 2 million EUR (2.6 million USD) 

• Employees >= 15 

• Not Very Large or Large 

Notes: 

• Companies with ratios Operating Revenue per Employee or Total Assets per Employee 

below 100 EUR (130 USD) are excluded from this category. 

• Companies for which Operating Revenue, Total Assets and Employees are unknown but 

have a level of Capital comprised between 50 thousand EUR (65 thousand USD) and 500 

thousand EUR (650 thousand USD) are also included in the category. 

 

Small Companies (S) 

Companies on Orbis are considered to be small when they are not included in another category. 

 

Source: (BvD, 2018a) 
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Appendix 7: Subsidiaries’ Size over Time with Trendlines 

 

 

Source: Own presentation based on Orbis data. 

 

 

Appendix 8: Subsidiaries’ Function over Time 

 

 

Source: Own presentation based on Orbis data. 
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Appendix 9: GUO Size over Time with Trendlines 

 

 

Source: Own presentation based on Orbis data. 

 

 

Appendix 10: Search Strategy for Entry Modes (Zephyr) 

 

 

Source: Zephyr abstract. 

Step result Search result

1. 586,301 586,301

2. 26,994 928

3. 1,402,543 818

4. 1,445,389 652

TOTAL 652

Current deal status: Completed

Boolean search : 1 And 2 And 3 And 4

Cut off date 31/03

World regions: EFTA, European Union enlarged (28) ( Target )

Country (primary adresses): India (IN) ( Acquiror )

Time period: on and after 01/01/2004 and up to and 

including 31/12/2016 (rumoured, completed-confirmed, 

completed-assumed, announced)

Data update 24/04/2018 (n° 30205494)

Username Birgit Brejneboel-51387

Export date 25/04/2018

Product name Zephyr

Update number 30

Software version 30.0
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Appendix 11: Investment Behavior over Time with Trendlines 

 

 

Source: Own presentation based on Orbis data. 
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Appendix 12: First Correlation Matrix of the full Model 

 

 

Source: Stata. 

Appendix 13: Second Correlation Matrix of the full Model 

 

 

Source: Stata. 
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Appendix 14: First Correlation Matrix of the amended Model 

 

 

Source: Stata. 

 

Appendix 15: Second Correlation Matrix of the amended Model 

 

 

Source: Stata. 
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Appendix 16: Regression Model Output of the full Model 

 

 

Source: Stata. 
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Appendix 17: Regression Model Output of the amended Model 

 

 

Source: Stata. 
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