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In recent years, scholars have been dedicating
efforts to understand the proliferation of business
groups (BG) around the world, specifically in emerg-
ing markets. The formation and evolution of busi-
ness groups has been studied through several per-
spectives, such as diversification and its impact on
performance (Caves & Uekusa, 1976; Chang & Choi,
1998; Khanna & Palepu, 2000; Fauver et.al., 2003);
competition policy and market power (Yafeh, 1995;
Berheim & Whiston, 1990); conflicting between
shareholders’ control rights and cash-flow rights
(La Porta, 1999); the relationship between groups,
directors and governments (Kruger, 1974; Bhagwati,
1982; Khanna & Yafeh, 2005); and business groups as

%

B SRR E
social entities and family business networks
(Granovetter, 2005; Mork & Nakamura, 2005).

How ever, researchers have paid little attention to
the questions of what are the industries in which
rapidly-expanded business groups in emerging mar-
kets are present and what stimulates this
exponential growth. In an attempt to answer these
questions, this research offers two key contribu-
tions. 1) The development of a logical novel frame-
work to identify the most attractive industries in
emerging markets and to detect representative busi-
ness groups competing in those industries; and the
2) A
strategic analysis and documentation, from a histor-

detection of such cases for the year 2008.

ical perspective, of the creation and expansion
process of one of the most representative such cases,
Latin America’s biggest business groups. We pres-
ent evidence to reconcile the 2 contrasting theories
of the Strategic Management: RBV and the Five-
forces framework. In-depth analysis was conduct-
ed to infer industries (and firm-specific resources)
interrelations for Mexico’s biggest firms to exem-
plify industry-firm strategic resources integration.
To develop a framework to detect Business
groups that might present insightful implications for
the strategic management field, we draw on the
concept of industry attractiveness to detect BG
competing (and outperforming) in extremely profit-
able growing industries. Firstly, we collected data
from the world’s 2,000 largest public companies in
terms of sales, profits, assets and market value, of
which 428 were created (and compete) in emerging
economies. Then country of origin and the indus-
tries in which they compete were detected. Second-
ly, we divided the sample by country-development
level and assigned each company a rank according
to firms’ annual profits for 2007 for each country.
Thirdly, we calculated industry growth rates based
on national accounts data from the United Nations
statistics division and form central information
departments of some countries, for the past 17
years. Then we conducted analysis of those firms
that matched high-profits ranking and compete in
We found that,

natural-resources-related firms, what seem to be the

growing industries. excluding
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major attractive industries in almost half of those
countries are Banking and Telecommunications.
More over, most of the companies in those indus-
tries present strong group affiliation. Such cases
are: Bharti Airtel and Reliance Communications in
India; America Mobil, Carso Global Telecom and
Grupo Carso in Mexico; Tele Norte Leste and
Brazil Telecom in Brazil; Hutchison Whampoa in
Hong Kong (China) and Turkcell in Turkey.
These groups have, among others, two common
characteristics: They were involved in acquisitions
of state-controlled firms that were (recently) privat-
ized; and are mainly controlled by families. These
groups were able to create entry barriers, supported
by strong relations with their governments.

In the second part, a strategic analysis of the most
representative of such detected cases in Latin Amer-
ica (Grupo Carso, America Mobil and Carso Global
Telecom) is presented. Firstly, we collected histor-
ical information from the Mexico Stock Exchange
(MSE) and from reports the companies give to their
investors to find break points in the history of the
Groups that lead it to become the largest BGs in
Latin America. Secondly, we used Porter’s Five
Forces framework to make a time-based industry
analysis. Most of the companies that integrate
Grupo Carso were created before the beginning of
the group. In these sense, we analyzed case by case
to infer what the industry attractiveness was for the
company to be included in the group at the time of
acquisition. Thirdly, we used the VRIO frame-
work to clarify through the Resource-Based View
approach, how valuable, rare, imperfect imitable
and no substitutable resources were integrated,
developed, accumulated and shared to create sus-
tained competitive advantage for the company (Bar-
ney, 1991, 1996; Dierickx and Cool, 1989). Finally,
we inferred patterns of action taken by the owner
when making strategic decisions, what strategic
choices the companies had and how they performed
over them. The most important facts in GC’s his-
tory are related. GC’s crucial strategic moves are
explained. In addition, a model of resource alloca-
tion among the group’s companies is presented.

It is argued that the search among key secondary

6% B6w

industries for those necessary strategic resources to
outperform in extremely profitable industries,
attractive for a specific firm, stimulates the forma-
tion of business groups in emerging economies (Jar-
que & Shiotsugu, 2008, 2009). From the strategic
management perspective, the arguments and empiri-
cal evidence documented here might lead to and
support the theory of factor- market rivalry (Mark-
man & Gianiodis, 2009) and extend the concept of
heterogeneous resource complementarity by arguing
that, at the group level, the degree of resource
complementarity given by companies competing in
secondary industries is determinant for the achieve-
ment of sustained competitive advantages needed to
outperform in excessively profitable industries, that
may be considered as main priority for the group.
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