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In recent years, emerging markets have come to represent the largest
share of global GDP and have made gains in economic development
and political influence. In turn, emerging-market companies have
taken on a new level of importance in driving innovation, local devel-
opment, and global competition. Advancing an integrative view that
captures the diversity of innovation among companies in emerging
markets, this book highlights the rapid evolution of emerging markets
from imitators to innovation leaders. Building upon research con-
ducted by the Emerging Multinational Research Network (EMRN)
in collaboration with several universities in North and South
America, Europe, and China, this rich and expansive collection
includes studies of innovation in regions yet to receive focused analy-
sis in the field. The authors also re-examine dominant theories of
innovation and capability creation based on a broad range of case
studies and research insights. Offering a taxonomy of emerging-
market innovations, this collection reveals the unique drivers, types,
and outcomes of innovation in emerging markets.
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Foreword

Ravi Ramamurti

For the two centuries since the Industrial Revolution, technological
and other breakthrough innovations have occurred in industrialized
Europe and North America and then diffused to other parts of the
world. After World War II, a few other countries, such as Japan and
South Korea, joined the exclusive club of cutting-edge innovators. But
since 2000, a number of emerging economies have started to produce
innovations of their own. In our work on reverse innovation, Vijay
Govindarajan and I argued that we may be at the cusp of a new era in
which important innovations could emanate from emerging
economies and then diffuse to the rest of the world, including,
sometimes, to industrialized countries.

The initial wave of innovations from emerging economies, such
as China and India, was largely based on process innovations,
particularly to make products much more affordable, often at costs
that were 80-90 percent lower than in the industrialized countries.
Other innovations attempted to make products simpler to use and
easier to maintain in the harsh and underdeveloped conditions found
in most low-income countries. While accomplishing these results did
not usually require technological breakthroughs, it was based on a lot
more than the cheap labor in emerging economies. For instance, it
also involved new processes and business models that were asset-light
and leveraged alliances among multiple partners. Local companies
often took the lead in pursuing affordability innovation because they
understood the needs of emerging-market customers better than
foreign multinational corporations (MNCs), they had a low-cost
mindset, and they had no legacy of high-margin products to defend.
Foreign multinationals reluctantly joined this kind of innovation to
defend their position in rapidly growing emerging economies and to

Xviii
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FOREWORD XiX

guard against future challenges by emerging-market firms in the
MNCs’ own backyards (i.e., developed-country markets).

A decade ago, the full scope of innovation in emerging markets
was still unclear. Would these countries ever go beyond affordability
innovation to actually developing products and technologies that
were new-to-the-world? Could they muster the talent, capital, and
ecosystems necessary for such innovation? And so on. The essays in
this volume suggest that the answer to these questions is yes. As
Casanova, Miroux, and Cahen point out, innovation in emerging
markets has expanded in scope, going beyond process and cost
innovations to more fundamental technological innovations, based on
R&D spending, patenting, and the like. They draw attention to the
fact that emerging-market firms are turning from copycats to leaders.
This is a very important trend and deserves the attention of
management scholars and business leaders everywhere. China, in
particular, is taking very seriously the goal of catching up with the
West on technology and scientific research. The “Made in China
2025” program, which has generated much controversy in the United
States, reflects the scale of China’s ambition and strategic intent.
China is investing heavily in educational and research institutions
and in the R&D programs of Chinese firms, including state-owned
enterprises. It has taken several measures to build top talent in key
fields, including attracting returnees with deep technical know-how
back to China. Its companies are now filing more patent applications
than US companies, although the quality of these patents is in
dispute. China is producing nearly half as many unicorns — startups
with a market valuation of $1 billion or more - as the United States,
and the venture industry is pouring sums comparable to that spent in
the United States into Chinese startups. China is also creating
ecosystems to support the development and adoption of future
technologies, such as autonomous driving or electric vehicles,
through imaginative public-private partnerships. Other emerging
economies, including Brazil, India, Mexico, and Turkey, are making

similar attempts in a more limited and piecemeal fashion, but
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XX FOREWORD

collectively these initiatives could add up to significant challenges to
industry leaders in the United States, Europe, and Japan.

Given these trends, this book is timely and comprehensive. It
asks all the important questions about innovation in emerging
markets and tries to marshal thoughtful answers. It reflects on the
past, yet is forward-looking. It includes in-depth studies of key
emerging economies, such as Brazil, China, and India, and key
industries, such as pharmaceuticals, financial services, and digital
businesses. It draws on experts from around the world to grapple with
the empirical and analytical issues raised by this new trend.
Casanova, Miroux, and Cahen are to be congratulated for assembling
an excellent team of scholars and academics to tackle different
aspects of this important phenomenon. This volume adds greatly to
our understanding of where innovation is heading in emerging
markets and how companies and policy makers should respond to
these developments. Scholars and practitioners everywhere should

give it a careful reading.
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