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Combining historical and longitudinal comparative case methodologies for nine nascent EMNCs over 12 years,
we explain how their evolving relationship to a hyper turbulent home country motivates largely unplanned yet
aggressive internationalization. Firms progressively mitigate the damaging effects of their rapidly deteriorating
home context by pursuing a sequence of three institutional arbitrage modes. They first arbitrage rents to stabilize
their rocky domestic operations, then arbitrage values to safeguard their threatened core identity, and finally
arbitrage scales to transcend their limited growth prospects. The induced stepwise process of internationaliza-

tion yields similar patterns for purely domestic firms, exporters, and foreign direct investors.

1. Introduction

“On a recent flight from Beirut to Addis Ababa, Lebanese businessmen
were swapping stories. ‘Business is excellent in Angola,’ declared one. “I hear
it’s good in Ghana?” inquired another. Flights out of Lebanon buzz with
optimism. For Lebanese business folk, the juiciest opportunities are abroad.”
(The Economist, March 16, 2013)

As a combination of terrorist events, wars, and travel bans dried up
business in Lebanon, many firms specializing in catering to the tourists
coming to enjoy the natural beauty and lifestyle of their country fol-
lowed their clients overseas. Changes and challenges at home made
internationalization necessary to sustain, safeguard, and scale business
concepts once thriving at home. This study explores the counter-
intuitive observation that hyper turbulent contexts like Lebanon can
become birthplaces for aggressive cohorts of nascent emerging country
multinational companies (EMNCs). We extend prior literature on the
internationalization of EMNCs from emerging economies (Bonaglia,
Goldstein, & Mathews, 2007; Goldstein, 2007; Luo & Tung, 2007) by
answering the special issue call to explain how firms’ evolving re-
lationship with a deteriorating home context helps them “become”
EMNCs (Ramamurti, 2012).

Crises, shocks, and disruptions influence whether, when or which
firms become multinationals (Birkinshaw, Braunerhjelm, Holm, &
Terjesen, 2006; Holmes, Miller, Hitt, & Salmador, 2013; Stoian & Mohr,
2016). Distress at home (Chung, Lee, Beamish, & Isobe, 2010; Coucke &
Sleuwaegen, 2008; Czinkota, Knight, Liesch, & Steen, 2010) gives firms
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reasons to leave (Alvarez & Gorg, 2009; Luo & Wang, 2012; Yamakawa,
Peng, & Deeds, 2008) and influences the means and odds of success
abroad (Meyer & Benito, 2016).

The World Economic Forum’s Global Risks Report 2017 underscores
a rising trend of upheaval. State collapse and inter-state conflicts made
the top five global risks in 2015 and 2016. Such “dangers” (Hiatt &
Sine, 2014) occur with greater frequency and severity in emerging
market contexts (Cantwell, 2009; Cantwell & Mudambi, 2011; Eden &
Molot, 2002). Adverse events are also disproportionately influential to
the internationalization decisions of emerging market firms (Laamanen,
Simula, & Torstila, 2012; Meyer & Thein, 2014). Firms born or based in
emerging market contexts depend almost exclusively on their country
of origin (Chang & Singh, 1999) for both material (Luo & Tung, 2007)
and symbolic resources (Barnard, 2010, 2014). Disruptions in their
domestic operations imperil their survival (Guillén & Suarez, 2005;
Ramamurti, 2009). Damages to their home base may rush inter-
nationalization (Cuervo-Cazurra & Ramamurti, 2014; Zaheer &
Nachum, 2011). Moreover, uncertainty at home makes them willing to
take greater risks, i.e. by pursuing more distant or riskier host contexts
(Cuervo-Cazurra, 2012), and helps build uncertainty management
capability (Cuervo-Cazurra, Ciravegna, Melgarejo, & Lopez, 2018). We
engage and extend the literature on EMNCs’ internationalization
(Cuervo-Cazurra & Genc, 2008; Liang, Lu, & Wang, 2012; Luo & Tung,
2007; Witt & Lewin, 2007; Yamakawa et al., 2008) by exploring when
firms born and based in emerging country contexts leave and where
they go, when hyper turbulence at home disrupts their domestic
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operations.
2. Theory

Home context (dis)advantages are foundational in theories of in-
ternational expansion (Elango & Sethi, 2007; Harzig & Sorge, 2003).
Embeddedness within local networks (Guler & Guillén, 2010), com-
munities (McKeever, Jack, & Anderson, 2015), and business eco-sys-
tems (Pajunen, 2008) shapes internationalization (Hitt, Hoskisson, &
Kin, 1997). Attributes of firms’ home contexts influence their inter-
nationalization strategy (Peng, Wang, & Jiang, 2008; Wan & Hoskisson,
2003), location choice (Zaheer & Nachum, 2011), performance (Peng
et al., 2008; Wright, Filatotchev, Hoskisson, & Peng, 2005) and scale
(Khan, Rao-Nicholson, & Tarba, 2018). The effects of home context on
internationalization vary depending on firms’ birthplace (Zahra, 2011),
size, and stage of internationalization (Cuervo-Cazurra, 2012;
Ramamurti, 2009).

Moreover, internationalization helps firms overcome specific home
contexts constraints in resources (Cuervo-Cazurra, Narula, & Un, 2015;
Luo & Wang, 2012; Luo, Zhao, Wan, & Xi, 2011; Regnér & Edman,
2014), cultural norms (Barnard, 2010, 2014), and aspirations (Luiz,
Stringfellow, & Jefthas, 2017). Internationalizing firms recognize, and
sometimes deliberately arbitrage, disparities between home and host
contexts (Hall & Soskice, 2001; Marano, Arregle, Hitt, Spadafora, & van
Essen, 2016). These home-host matches help internationalizing firms
‘defend’ home advantage by exploiting existing skills in institutionally-
equivalent settings (Cuervo-Cazurra & Genc, 2008; Luiz et al., 2017);
‘compensate’ for home disadvantage (Jackson & Deeg, 2008: 553) by
going to less formal or institutionally weaker settings (Luiz et al., 2017;
Cuervo-Cazurra & Genc, 2008); or ‘build’ new capabilities in more
formal or stricter institutional environments (Cuervo-Cazurra et al.,
2018; Witt & Lewin, 2007).

We adopt an institutional arbitrage lens to understand how hyper
turbulence at home may accelerate the internationalization of EMNCs
(Cuervo-Cazurra et al., 2018). Boisot and Meyer (2008) define institu-
tional arbitrage as “an exploitation of the differences between institutional
arrangements operating in different jurisdictions” (p. 356). Theoretical and
empirical studies have already identified several modes (Luo & Zhang,
2016; Wu & Chen, 2014) and sequences (Boddewyn, 1983; Barnard,
2010; Luiz et al., 2017) of institutional arbitrage.

Early studies of institutional arbitrage focused on how firms escape
and/or compensate for specific (dis)advantages stemming from stable
single attributes of their home context (Khanna & Palepu, 2006;
Knoerich, 2010; Ramamurti, 2012; Regnér & Edman, 2014). For ex-
ample, Luo and Tung (2007) argue that EMNCs deliberately offset re-
strictive norms at home by going to more permissive host contexts (Luo
& Wang, 2012; Luo et al., 2011). Recent studies also reveal that EMNCs
prefer hosts that meet multiple criteria at once (Schneider, Schulze-
Bentrop, & Paunescu, 2010). However, some EMNCs may not even pick
their hosts on given criteria to begin with, but rather figure these out
which criteria matter later on (Luiz et al., 2017; Song, Makhija, & Lee,
2014).

A handful of studies have touched on the silverlining effect of
changes or challenges at home on internationalization. There is
growing evidence that distress at home can motivate EMNCs to scout
new markets overseas for existing but underleveraged resources
(Cuervo-Cazurra et al., 2015), overcome country of origin stigma or
legitimacy discounts (Allen, 2013; Barnard, 2010; Doh, Luthans, &
Slocum, 2016; Pinkham & Peng, 2017), and/or outgrow the smallness
of their domestic markets (Luo & Wang, 2012). Unfavorable home
contexts can thus become a springboard for net new strategies and
capabilities (Cuervo-Cazurra et al., 2018; Luo & Tung, 2007). Chal-
lenges like instability (Coeurderoy & Verbeke 2016; Hiatt & Sine, 2014;
Henisz, 2000; Peng et al., 2008) and/or scarcity (Luo & Tung, 2007;
Witt & Lewin, 2007) may spearhead or accelerate internationalization
(Gammeltoft, Pradhan, & Goldstein, 2010; Wu & Chen, 2014). In this
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Political Crises in Lebanon

35
30
25
20
15

10

5
Dll_-

2005/2006  2007/2008  2009/2010  2011/2012

Crisis Occurence

2013/2014  2015/2016

® Bombings Assassinations Violence War Governance Crisis

Fig. 1. Hyper turbulence in Lebanon 2005-2016.

Sources: “Gulf countries issue travel warnings for Lebanon,” 2015; “Gulf states
warn citizens against Lebanon travel,” 2013; “Lebanon profile — Timeline,”
2017; Mroueh, 2015; “Timeline: major attacks in Lebanon since 2005,” 2013;
“Timeline: Tension in Lebanon,” 2014.; “Lebanon,” The Economist Intelligence
Unit (n.d.); “Lebanon Country Profile,” 2015, 2016, 2017, BBC News; "Lebanon
remains mired in a series of crises,” The Economist Intelligence Unit 2016.

study, we contribute by qualitatively exploring how deteriorating home
contexts shape EMNCs’ internationalization over time.

3. Methods
3.1. Context

We pursue this research interest in Lebanon, a once thriving hub for
trade and tourism brought to the brink of “economic suicide” (Mroueh,
2015) by an unfavorable interplay of politics, religion, culture and
economics (Zahra, 2011). Following the 2005 assassination of Prime
Minister Rafik Hariri and the 34-day military conflict between Hez-
bollah and Israel, multiple crises kept befalling Lebanon-born and based
firms until 2016 (Fig. 1). Every economic sector was severely disrupted
(Jallat & Shultz, 2011). We focus on the hardest-hit sector, tourism and
hospitality (Spilerman & Stecklov, 2009), which experienced “a re-
gression as high as 10 to 15% a year” (Uncovering the Lebanese
Restaurant Industry, 2014) for more than a decade, yet spun off many
successful emerging ‘mini-nationals’ internationalizing rapidly across
the Arab Middle East (Abdelzaher et al., 2017; Kalliny & Benmamoun,
2014).

3.2. Data

We followed the internationalization moves of nine nascent EMNCs
over an eventful 12-year window, using a combination of primary and
public data. To maximize variability across cases on dimensions directly
relevant to internationalization, the focus of our inquiry (Patton, 2002),
we purposefully sampled firms with one of three types of prior ex-
perience overseas: 1) none; 2) exports only; and 3) foreign direct in-
vestments. Table 1 introduces the firms using pseudonyms. Only their
names have been disguised. All other descriptives and milestones are
real, and triangulated using multiple sources; we withheld non-critical
details that might have given away the identity of the firms.

We tracked the co-evolution of home context and internationaliza-
tion moves prospectively from 2013 to present, and retrospectively
between 2005 and 2012. For each of the nine cases, the first author
spent several weeks shadowing the protagonists and observing their
interactions with stakeholders, especially peers and regulators, both
within the organization and at key gatherings such as the “Appeal
against Economic Suicide,” a public symposium that took place in
Beirut on June 25, 2015. The 10 initial interviews took place in situ and
in the native language of the protagonists (Arabic). They were largely
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unstructured to gain a sense of how founders themselves thought about
crises at home and approached internationalization at that point in
time. Interview length ranged from 120 to 180 min; verbatim tran-
scription averaged 19 single-spaced pages. We added two rounds of
semi-structured follow-ups with as many founders as we could reach, 6
in 2016 and 6 in 2017. The first two co-authors jointly conducted these
follow-ups, virtually, and in English. We asked for reflections on past
moves and projections of future ones, probing into the evolving ratio-
nale and interpretation of multiple internationalization steps.

We supplemented the 22 interviews with explanations by 5 industry
experts (averaging 87 min each) and numerous local and international
media accounts (124 articles). For the nine nascent EMNCs, we also
constructed longitudinal case narratives, averaging 52 single-spaced
pages; each detailed 6 to 12 time-stamped accounts linking changes in
their home context with internationalization.

3.3. Approach

We combine modern historical methods (Burgelman, 1994;
Burgelman & Grove, 2007; Kipping & Usdiken, 2014; Rowlinson,
Hassard, & Decker, 2014) with a longitudinal comparative case design
(Eisenhardt, 1989; Eisenhardt & Graebner, 2007). While both methods
“reconstruct the unfolding of individual and collective action patterns”
(Burgelman, 2011: 594), and have been used to understand the causes
and consequences of adversity in different contexts over time (Foster,
Suddaby, Minkus, & Wiebe, 2011), each approaches events with a
distinct lens. Although very few studies have so far combined the two
(e.g. Beverland, 2005; Brunninge, 2009; Holt, 2006; Rowlinson &
Hassard, 1993), these two methodologies offer complementary analy-
tical toolkits and insights (Anteby & Molnar, 2012; Hatch & Schultz,
2017). Their juxtaposition is especially fitting for tackling the grand
challenges of our time (Eisenhardt, Graebner, & Sonenshein, 2016),
tracking adversity (Williams, Gruber, Sutcliffe, Shepherd, & Zhao,
2017), or understanding eco-system evolution (Sonenshein, Nault, &
Obodaru, 2017).

Historians start from the premise that singular events are often
overdetermined, that is multiple identified causes often converge to
yield one particular consequence (Gaddis, 2002: 105). A historical ap-
proach zooms in on the periods leading up to specific events and sur-
veys the actions and reactions of multiple protagonists to analytically
derive specific subsets of theoretically relevant consequences (Barin
Cruz, Aguilar Delgado, Leca, & Gond, 2016; Schrempf-Stirling, Palazzo,
& Phillips, 2016). In management research, historical approaches have
been predominantly used in single organizations (Bucheli & Wadhwani,
2014; Foster et al., 2011; Hatch & Schultz, 2017; Siggelkow, 2001) or
for cohorts jointly facing an unprecedented change or challenge
(Hoffman, 1999; Kunreuther & Bowman, 1997). Although rare in in-
ternational business studies, several scholars have introduced (Westney,
1987) and welcomed (Makino, 2014) historical methods, especially for
understanding how multiple or repeated changes in national contexts
shape firm internationalization (Barnard, 2010, 2014).

Qualitative researchers compare the evolution of multiple cases
over time to understand how firms respond to similar or shared events,
such as the emergence of a new technology or industry (Santos &
Eisenhardt, 2009; Ozcan & Eisenhardt, 2009) or the onset of a crisis
(Siggelkow, 2001). In longitudinal case-comparative analyses, events
are often given: most studies sample the cases because of, or catch them
at, theoretically meaningful transitions (Williams & Shepherd, 2016).
Only a few include real-time twists and turns whereby events bifurcate
responses along the way (Powell & Baker, 2014); rarer yet are studies
that work across changing contexts and tease out multiple event-re-
sponse combinations over time (Howard-Grenville, Nelson, Earle,
Haack, & Young, 2017). We heeded case-comparative studies that
purposefully sort through many occurrences to figure out which events
matter (Wright & Nyberg, 2017) or why they should be included in the
processual analysis (Schiissler, Riiling, & Wittneben, 2014).
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3.4. Analyses

Because in hyper turbulent contexts not all events matter to begin
with, and those that do, may matter in different ways and at different
times for different protagonists, we began with historical analyses
(Hassard, 2012; Heisler, 2008; Guillén, 1994; Scott, Ruef, Mendel, &
Caronna, 2000). We noticed stark differences in how EMNCs described
their home over time (Doh, 2015). Iterating between private and public
time-stamped data, we extracted all specific references to one’s home
context, created a repository of attributes, and sorted them in time
brackets. Historical analyses revealed an initially shared but rapidly
and often radically changing set of home context attributes. Some of
these attributes served a protective function while at home, buffering
firms’ operations from a host of disruptions, ranging from car bombs,
tourist bans and sit-in protests to waste crowding the empty streets.
Other attributes like “Made in Lebanon stamp”, the Lebanese flag, or the
land of cedars served an expressive function, identifying the firm and its
offerings as quintessentially Lebanese. Lebanon was, they told us, a
beautiful, enjoyable, and resource-rich tourist destination, perfect
weather wise, with entrepreneurial spirit, exemplary service, loyal
customers and quick returns. Both protective and expressive attributes
eroded drastically over time. The loss of protective attributes was in-
voluntary — most firms had to do without even the most basic of ser-
vices and supports. In contrast, the loss of expressive attributes was
voluntary — firms chose which aspects of their national identity no
longer served their best interests. The historical analysis helped us
appreciate that the (in)voluntary loss of key attributes changed firms’
relationship with their home context. We revised our original research
question from “How do changes in EMNCs’ home contexts shape their in-
ternationalization process?” to “How do EMNCs internationalize when
changes in the protective and expressive attributes modify the firm’s re-
lationship to its home context?”

We then turned to longitudinal case-comparative analyses
(Eisenhardt & Graebner, 2007; Santos & Eisenhardt, 2009). This second
stage revealed nine practices which we group into three distinct types
of internationalization moves. First moves were described as “random”
and “rushed”, e.g. picking from a map, boarding the first plane [Adonis],
saying yes to the first partner [Ugarit; Sydik], anything to stabilize do-
mestic operations just enough to keep afloat. As firms felt increasingly
threatened, they safeguarded their brand and/or corporate identity by
separating them from the vicious cycle of decline at home. A third and
final set of moves sought growth. Founders underscored the “huge”
potential these host markets opened up both in the region and globally
and described Lebanon as “small” in comparison. We labeled these
moves institutional arbitrage because nascent EMNCs picked and paired
specific host countries to compensate for the foregone functionality of
once cherished attributes of the home context. EMNCs progressively
focused on stabilizing domestic operations by ensuring the continuance
of productive resources (rent-centric arbitrage), on preserving the core
values underpinning the continuance of their brand and/or corporate
identity (value-centric arbitrage), or on securing sufficient demand to
enable the continuance of their growth (scale-centric arbitrage). Taking
into account the multiplicity of institutional arbitrage modes revealed
in this second stage we amended our research question to: “How do
EMNCs use institutional arbitrage to internationalize when changes in the
protective and expressive attributes modify the firm’s relationship to its home
context?”

In the third stage, we juxtaposed both historical and case-com-
parative methods to better understand how multiple changes at home
influenced the induced set of institutional arbitrage modes. The second
author returned to the original data and extracted all references to re-
lationship to one’s home contexts as explanations for specific institu-
tional arbitrage practices from both private interviews and public ac-
counts. She cross tabulated all these instances to arrive at dominant
combinations both within each case and relative to other firms in our
study. Our main discovery in this third methodological stage was that
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EMNCs dealing with hyper turbulence at home followed a stepwise
internationalization process. EMNCs transitioned from one type of in-
stitutional arbitrage to another only when changes in key attributes at
home warranted radical revisions of the relationship of EMNCs with their
home context.

In a fourth and last step, we checked whether this step-wise pattern
was contingent on the internationalization stage already in place before
the onset of hyper turbulence, a theoretical contrast we had deliberately
sampled on. Domestic firms, exporters, and foreign direct investors
engaged in all nine practices underpinning the three induced modes of
institutional arbitrage, and did so for similar reasons, in the same order,
confirming the robustness of our inductive framework (Appendix A).

4. Findings

When we entered the field at the peak of hyper turbulence in the
summer of 2013, only three of the nine firms had already established
subsidiaries abroad (Table 1), thus meeting Casson’s (1982) definition
of MNCs because they “owned outputs of goods or services originating in
more than one country” (p. 2), as well as Buckley and Casson’s (1985)
criterion that they “owned or controlled income generating assets in more
than one country” (p. 1-2). At that time, all three described their firms as
Lebanese rather than multinational. By the conclusion of the primary
data collection in the fall of 2017, the nine firms we studied referred to
their structures, brands and aspirations as multi-national. “It is a multi-
national look and image. It's the same principle of a multi-national with a
smaller scale. This is a big advantage for us. That's what I want.” [Sydyk]

We found that as their home context continued to deteriorate,
Lebanese-born and based firms transitioned from one mode of institu-
tional arbitrage to another. Firms initially relied on host contexts to
stabilize their domestic operations by using rents from abroad to fi-
nancially support productive resources idled by the hyper turbulence at
home (rent-centric arbitrage). Then they used host contexts to make
explicit, and safeguard, the core values underpinning their brands and/
or corporate identity (value-centric arbitrage). Finally, host contexts
offered alternative launch pads for global growth, i.e. larger markets for
their operations and/or greater visibility for their brands (scale-centric
arbitrage).

4.1. Rent-centric arbitrage

Our protagonists referred to the 2006 war as a “wake-up
call”[Adonis] or “a slap in the face” [Dione] to underscore the abrupt
change in their home context. Firms did whatever they could to mini-
mize the downsizing of skilled life-long employees, to avoid giving up
leases on premium locations, and to postpone breaking up with valued
suppliers or investors. They were on alert 24-7, planning 5 min ahead
[Dione], and ready to shift strategies at a moment’s notice, whether they
changed venues or menus or partners. Making payroll was a recurrent
“nightmare” [Sydyk], shared by all nine protagonists. “I had a struggle
month to month to pay the salaries and the rent,” Adonis iterated, “I had no
choice, I had to go out to compensate for this net loss.” “Going outside”
[Ugarit] became both necessary and urgent to meet outstanding ob-
ligations at home. “To survive,” Dione told us, “you need not only to have
one leg outside of Lebanon, but 15 legs. Opening in other countries in the
region, and hopefully outside the region as well, gives us this stability [...] so
that in 10 years we can still be here.” Distress at home also accelerated the
internationalization of exporters like Adonis: “We were just starting [to
export], but we were not as aggressive. When things got bad here, we became
more aggressive in international markets. What can [we] do? [...] We don’t
have other choices.” Even firms that had already established subsidiaries
abroad, like Kothar, had leveraged their overseas presence to survive
the peak of hyper turbulence: “Focusing on international markets during
this period was the only way that we would break-even; everything that we
were making outside we were putting inside to cover losses for multiple
years” [Kothar]. Any surplus rents earned abroad were channeled right
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back into the home-based operation, treated as a form of “foreign aid” to
keep home-based operations afloat longer than the rapidly deterior-
ating domestic conditions might have otherwise allowed. The worse the
situation got inside Lebanon, the more effort firms invested in identi-
fying small or short-term opportunities in host contexts to honor their
outstanding obligations at home.

To survive until good times returned, firms engaged in three arbit-
rage practices: conserving salvageable rents, compensating for lost rents,
and compromising across rents. Most firms saw their domestic returns
halved, than halved again, yet they held on to productive resources they
deemed irreplaceable. As revenues continued to decline, they took steps
to replace old rents lost at home with new rents gained abroad. Rather
than pursuing home-host matches that could maximize total gains, they
“jumped on” the first chance to utilize resources idled by the turbulence
at home in a neighboring country [Ugarit]. For example, Ugarit fran-
chised her concept to create a back-up deployment for her team in UAE
while waiting for the situation to improve enough to afford to pay them
again. Together, these practices leveraged host contexts to separate the
stability of firms’ overall operations from the instability of the home
context. Because all three practices focused on rent differentials for
productive resources that firms could no longer sustain at home —
unless they found alternative deployments outside — we labeled this set
of practices rent-centric arbitrage.

4.2. Value-centric arbitrage

As “more businesses close than open” [Dione] and entire clusters of
businesses were “wiped out” [Byblus], firms recognized they were “going
backwards” [Ugarit], through no fault of their own. They referenced a
“point of survivability” [Byblus], a breaking point beyond which founders
could not justify further investments in Lebanon. “After 2011, mainly
due to the Syrian crisis, we came a point where we looked at the efforts made
and the passion on the one hand, and the problems on the other, we reached
a point where it did not make any sense for us to continue having a base
here.” [Kothar] Adonis, who lost his warehouse to bombs and almost
went bankrupt, twice, asked, rhetorically: “What am I still doing here?
Why the F***, should I continue?”.

As repeated trials to salvage and/or prolong the lifespan of pro-
ductive resources deemed critical to their domestic operations ended up
in further or greater losses, all nine firms attributed the chain of ne-
gative results to unfair/unfit circumstances in Lebanon. Many came to
expect the worst, rather than the best. “I cry on Lebanon,” Nomios told
us emphatically. Even Ugarit, who poignantly declared that she is not a
“give-up”, pointed to the ever-widening gap between “the good years” so
many were still yearning for and the stark reality of decline and de-
privation firms like hers were confronting on a daily basis. She kept
three budgets, color-coded to match the degree of impending danger.
Unless firms could somehow detach from the vicious cycle of dete-
rioration at home, their dreams, values and business principles would
be stifled and/or shortchanged within Lebanon. Three arbitrage prac-
tices were deployed to re-value abroad aspects of firms’ identity
(dreams, values and business principles) de-valued at home: dissonance
becomes habit; demonizing “the downs”; and de-valorizing “the ups.” We
labeled this set value-centric arbitrage.

Dissonance becomes habit captured the sad realization that the harder
they tried at home, the harder the going got. “If you have a normal
situation and you have a prosperous country, you would be growing. [In
Lebanon] we were not growing, we were regressing.” [Kothar] “For now, in
Lebanon you feel you can’t improve,” Byblus explained. The odds were
largely against them. Demonizing “the downs” helped firms disassociate
their good efforts from the bad results, which they attributed to the
unfair/unfit home context: “So my relationship with Lebanon now has
changed. [...] When you look at it in terms of where to reach our objective of
this brand, or company being financially successful, it won’t be Lebanon.”
[Byblus] The upside was also shrinking. Any positive results were short-
lived, and incommensurate with the efforts made. Elsewhere,
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interviewees concurred, the same efforts would have yielded stronger
or more sustainable results. We labeled this de-valorizing ‘the ups’.

4.3. Scale-centric arbitrage

Both publicly and privately, founders explicitly contrasted the lim-
ited scale at home with the unlimited scale abroad. Scale was con-
spicuously absent from early accounts, but central to late accounts.
They often recognized how constraining their home context had been
only after they became successful in different host countries. They
retrospectively identified specific limits as they prospectively pushed
through them: “The [concept] is becoming a known brand name restaurant
in Dubai and that’s exactly what we want. We want our restaurants to be
performing strongly and profitably in two different countries [...] this is any
hospitality entrepreneur’s dream, to open in multiple cities and to open as
many branches as possible.” [Byblus] Nascent EMNCs sought out host
markets that were large (and quantified it for us by underscoring how
many “millions of” consumers they could serve), significantly larger
than Lebanon (usually by an order of magnitude at least), and had best,
not just better, prospects for future growth. Within the first year from
opening abroad, Adonis became the number two player in a market
hundred fold larger than Lebanon and his products won 6 different
awards. “It’s [...] the second highest consumption of [...] in the world and
the highest per [...] to spend in the world.”

Successful scaling abroad counted, thrice: as proof of having gotten
internationalization right; as credentials for regional/global presence;
and as harbingers of future profitable growth. “Succeeding in Dubai
opens the door to expand, grow within the GCC,> and that is a big market. So
when we look at Dubai and the UAE, we see that is the first step in the GCC
and it is a great place to prove that the restaurant and the brand are GCC
worthy because not many brands that do well here can do well there. It's
completely different environment and market. So when we demonstrate that
this restaurant can be successful in one of the most competitive cities in the
Middle East or the GCC for restaurants, then it’s a very good indication.”
[Byblus]

We induced three additional practices of arbitrage: recognizing limits
to scaling, removing limits to scaling, and rebalancing scales. Because all
three practices focused on re-scaling and right-scaling firms’ presence
across multiple host contexts, we labeled this set scale-centric arbitrage.
Together, the three practices accelerated internationalization by se-
parating the increasingly limiting scaling constraints at home context
from multiple and varied prospects for scaling abroad.

Recognizing limits to scaling was about realizing how home context
constrained scaling. Expansion abroad put the meager scale of home
operations in relief: “We have had brand success here with our small
outlets, but the name of the game, again, is growing. So when I view
Lebanon, my criteria have changed. It’s like a small playing field now eco-
nomically, it looks like a small playing field.” [Byblus] Contrasting what
was possible elsewhere with what was not possible at home stimulated
iterative revisions in one’s assumption about the appropriate scale for
their operation: “Lebanon looks like, you know, not somewhere we would
want to focus all of our energy on,” Byblus continued, “We have to put it
somewhere else. That somewhere else was Dubai, and this has proved to be
the right way to go forward.” Getting the scale right typically required
entry into more than one host context. The multiplicity of hosts fa-
cilitated parallel experimentation and rapid trial-and-error learning.
Rebalancing scales underscored the iterative reallocation of time and
attention across multiple host contexts over time.

5. Framework

Nascent EMNCs internationalized in three sequential steps (Fig. 2).
Transitions among these three modes of institutional arbitrage were

2 GCC: the Gulf Cooperation Council.
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triggered, and justified, by a redefinition of their relationship to the
home context. Two mechanisms, opportunity and risk, unique to each
type of arbitrage, explained how the evolving relationship with their
hyper turbulent home motivated firms to pursue different types of ar-
bitrage. Table 2 presents all the core concepts.

5.1. Step 1: recommitting motivates rent-centric arbitrage

As long as they could weather the next bout of instability, firms
remained committed to their home context. Recommitting to one’s
home country motivated rent-centric arbitrage via two intertwined
mechanisms. First, opportunity was understood holistically, as in-
separable from one’s home context. Domestic firms had relied solely on
their country of origin for everything — concepts, image, customers,
investors, and employees. Exporters (Adonis, Cadmus and Sydyk) were
deeply embedded in the local context, e.g. by a multi-generational fa-
mily legacy (Cadmus, Sydyk) or a brand that capitalized on the coun-
try’s deep past (Adonis). Even firms with foreign direct investments
derived significant advantages from key attributes of their home con-
text, which they could not (yet) imagine doing business without.

Second, risks were compartmentalized. Thalassa, for example, of-
fered the following, common anecdote: “We would go out and hear that
there has been an explosion. We would ask: Where? Where? Someone would
tell us, and someone else would reply: ok, let’s continue our party. It is far.
Even though it is only five minutes away. It’s at least not in the same
building.” It’s just the same way for business, he explained to us, turning
a blind eye on what takes others down the next town over so you can
carry on with your business. “In Lebanon, it depends on the area, some
areas could be in full battle mode, and some other areas can be in full party
mode. So, the question is where will our shops be affected? If the ability of
the customers to come to our shops is restricted, or the security of the cus-
tomers is directly affected, then that shop has to be closed until the people
can access it safely again. But if the instability is isolated in a different area,
then we continue to operate.” [Byblus] Firms relocated within Lebanon,
from conflict zones to party zones, or adjusted their business model
from catering to few rich foreigners to many budget-conscious but fun-
loving locals.

These two mechanisms were complementary. Advice like, “we hide
when they bomb us and work when they don’t”, passed from one genera-
tion to the next, twinned the reluctance to leave behind the opportu-
nities offered by one’s beloved home with the deeply held belief that
one might just be lucky enough, resilient enough (Williams et al.,
2017), or resourceful enough (Williams & Shepherd, 2016) to find a
workaround for just one more setback.

5.2. Step 2: rescinding motivates value-centric arbitrage

The proverbial “straw that broke the camel’s back” made firms
question their commitment to Lebanon. For Adonis, it was civil war —
Lebanese fighting one another. For Kothar, violence in the street
making his customers feel unsafe. For Cadmus, the closure of the airport
that cut off its export revenues. We chose the label rescinding to draw
attention to the difficult choice of letting go of once defining attributes.
Rescinding was an involved and iterative process, not a one-time
choice. Most founders spent years in limbo, giving their home country
their best (Plan A) while preparing foreign passports, property and
partners elsewhere, ready to leave Lebanon should the situation turn
unmanageable (Plan B, C and D). Every time firms faced another as-
sassination, bomb, street blockade, or sit-in protest, firms refocused on
whatever parts and pieces of the original opportunity left undamaged.
However, each additional setback compounded the risks, gradually
tilting the balance from staying to leaving.

5.3. Step 3: relocating motivates scale-centric arbitrage

By 2017, most business had shifted abroad. Two (Adonis and
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Fig. 2. A Stepwise Process of Internationalization via Rent-, Value-, and Scale-centric Arbitrage.

Table 2

How Does EMNCs Relationship with Hyper-turbulent Home Contexts Influence Internationalization?

Mode of Inquiry Core Concept

Research Interest: How do changes in EMNCs’ home contexts shape their internationalization process?

Historical Methods Home Context When changes in the protective and expressive attributes modify an EMNC’s relationship to its home context...
Attributes Expressive Enumeration of Association with Preference for
“Taken-for-granted” “Irreplaceable” “Best-ever”
Expressive Attributes Expressive Attributes Expressive Attributes
Protective Erosion of Disassociation from Indifference to
Many “Last Straw” Any
Protective Attributes Protective Attributes Protective Attributes
Relationship Recommitting Rescinding Relocating
Longitudinal Institutional Arbitrage ...EMNCs sequentially match their home with different types of host country contexts...
Case Comparative Foci Rents Values Scales
Methods Mechanisms Conserving salvageable rents Dissonance becomes Recognizing limits to scaling
Compensating for lost rents habit Removing limits to scaling
Compromising across rents ~ Demonizing “the downs” Rebalancing scales
De-valorizing “the ups”
Juxtaposition Internationalization Process ...and justify internationalization using distinct combinations of opportunity and risk.
Opportunity Opportunity as Whole Opportunity as Part Opportunity as Relative
Risk Compartmentalizing Compounding Counterbalancing

Kothar) of the nine nascent EMNCs had closed down their headquarters
in Lebanon and reopened new ones outside. Three others (Dione,
Byblus, and Sydyk) downsized their Lebanese headquarters and set up
additional ones overseas. The remaining four (Cadmus, Nomios, Ugarit,
and Thalassa) still ran their nascent EMNCs from Lebanon.

All nine nascent EMNCs had significantly reduced their dependence
on the home context. Even though their founders maintained family
ties, and continued to visit regularly, Lebanon was no longer the market
[Dione], the identity [Kothar; Thalassa], or the hub of their network
[Kothar,; Sydyk]. Today, Kothar introduces the firm as a Dubai-based
MNC. Their once expansive footprint in Lebanon shrunk to a small re-
presentative branch staffed by only five employees. Sydyk has moved
the signature showcase and most of the team abroad; virtual interfaces
and a handful of trusted advisors help the founder stay closely involved
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in his Nigeria-based operation on a daily basis even while joining family
in Lebanon. Dubai is now home for Byblus and Kothar. Ugarit had
significant business presence in Dubai and Dione in the US, including
secondary headquarters. Cadmus produces in, and exports from,
Jordan. Adonis and Sydyk reside in places they described as “better than
Dubai.”

The opportunity was relative — always better than - irrespective on
which attributes they compared the new and prior homes: “Lebanon vs.
Dubai, structured vs. unstructured, corrupt vs, uncorrupt, professional vs.
unprofessional, regulated vs. unregulated, investor friendly or not investor
friendly, larger GDP per capita in Dubai, larger disposable income, larger
market for hospitality, larger tourism figures.” [Byblus] Protagonists ex-
plicitly contrasted home and host contexts to emphasize the relative
opportunity. Sydyk hit the “jackpot [...] that's why we are preparing
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ourselves for” by relocating to “the best spot ever: I think it's the Dubai of
Africa.”

After relocating, the founders of these nine nascent EMNCs felt
much more comfortable taking risks. “It would have been riskier not to
scale,” Dione confessed. Adonis expanded his production facilities
three-fold, changed product lines, and created a co-ownership model
for his employees but he felt none of the risks even came close to what
he had gone through at home.

The relative opportunity counterbalanced the risks taken: “You
know, high risk high return, like I am going where there is trouble [because]
the opportunity is there. [...] So I prefer to go to Nigeria, even it's a bigger
risk. [...] It's worth it because we are preparing ourselves for something big.”
[Sydyk] Interviewees projected both opportunity and risk many years
ahead. “We are not investing now for now. It's good for now, it's easy. But
this is not the idea. The idea is we are investing in the future [...] we are
investing because the future is bright and for me, it's a great opportunity.”
[Sydyk]

5.4. Directionality

Fig. 2 presents a direct and directional association, whereby the
relationship with the home context (recommitting, rescinding and re-
locating) at any point in time calls for a specific mode of institutional
arbitrage. Our data lends overwhelming support to these claims. It is
important to recognize, however, that these transitions occurred on the
broader backdrop of changes in multiple attributes of the home context.
Not all interviewees noticed the same changes at the same time, nor
attached the same significance to them. The relationship each nascent
EMNC had with the home context was subjective, highly idiosyncratic,
and iteratively revised as given attributes either lost or regained func-
tionality.

Multiple touch-points and time-stamped data give us confidence
that nascent EMNCs’ relationship with their home and their practices of
institutional arbitrage co-evolve according to the step-wise inter-
nationalization pattern shown in Fig. 2. However, this framework ought
not be understood predictively. That is, founders did not choose to
engage in rent-centric practices because they recommitted to Lebanon.
Rather, the incidence and persistence of such rent-centric practices on
the backdrop of the constant loss of both protective and expressive
attributes were logically plausible, as the founders themselves even-
tually articulated for us, because they wanted their firms to outlast the
distress. We noticed a much greater degree of discernment and reflex-
ivity associated with rescinding, perhaps because it was so hard to do
and required irreversible decisions such as the liquidation of assets and
termination of critical stakeholder relationships. Rescinding was not a
strategic decision either, but rather a turning point most firms post-
poned as long as they could. While rescinding, founders deliberated at
length about whether, where and when to relocate. Some protagonists,
like Dione, were quite programmatic; others, like Adonis, Cadmus or
Sydyk utterly pragmatic.

While our induced framework reveals an ordered progression from
one mode of institutional arbitrage to the next, we do caution against
reading this sequence normatively. Each step is appropriate for a nas-
cent EMNC given the deterioration it was experiencing in its home
context at that point in time. Just because one firm took this step, it
does not mean another would, or should have. The majority of studies
start from the premise that institutional arbitrage strategically corrects
for stable single but suboptimal conditions at home (Luo & Tung, 2007).
Our framework presents a much more fluid and flexible picture
(Schneider et al., 2010), whereby firms figure out what they need and
want even when they have no choice but to cope with multiple, re-
current setbacks (Barnard, 2010).

6. Discussion

Our study extends the growing body of work on internationalization
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in the presence of shocks and distress (e.g. Cuervo-Cazurra, 2016) by
revealing how specific modes and sequences of arbitrage can help firms
not only survive adversity in their home context longer (Fathallah &
Branzei, 2017) but also internationalize faster (Yamakawa et al., 2008;
Stoian & Mohr, 2016). While institutional arbitrage is already con-
sidered a natural and common response to deterioration in their home
conditions (Cuervo-Cazurra, 2016; Cuervo-Cazurra & Genc, 2008; Luiz
et al., 2017), our study reveals significant heterogeneity and fluidity in
the practices of institutional arbitrage among firms and over time. In so
doing, our framework shifts attention from stability to instability,
paralleling a broader trend in the literature (Cuervo-Cazurra et al.,
2018). Whereas institutional arbitrage was once a way to work around
what firms could not change at home (Luo & Wang, 2012), we explain
how it may also help firms cope with dramatic and dynamic changes
and challenges (Coucke & Sleuwaegen, 2008; Czinkota et al., 2010).

The multiplicity of modes we uncovered inductively convinced us
that firms born and based in hyper turbulent emerging markets may be
much savvier and swifter in their internationalization choices than the
literature has given them credit for, as well as surprisingly skilled in
picking home-host matches. Consistent with the foundational premise
of institutional arbitrage, nascent EMNCs looked for host contexts that
compensated for what was missing at home. With two key elaborations:
first, matches did not compensate for specific attributes, but rather for
the role key attributes (no longer) played in ensuring business con-
tinuity; second, new home-host matches were only triggered when
multiple changes added up to enough loss in functionality to make firms
question the relationship with their home.

Our findings also stretch two boundaries of prior theorizing and
testing of institutional arbitrage. First, whereas prior studies examined
stable single features that might disfavor the EMNCs, our framework
hones in on changes and challenges across multiple attributes. Second,
instead of treating institutional arbitrage as a planned move firms made
deliberately in order to bypass hard-to-change limitations in firms’
home context, our research reveals a largely unplanned yet reflexive
series of steps firms become willing to try out in order to get out of an
unexpectedly tight corner.

Our findings also speak more broadly to whether, when, and how
institutions in the home and the host contexts matter to inter-
nationalizing firms. Prior studies have shown that weak or unstable
institutions may either encourage internationalization (Luo & Tung,
2007) or constrain foreign expansion (Wu & Chen, 2014). Some EMNCs
end up going towards contexts with stronger institutions (Witt & Lewin,
2007), while others prefer weaker institutions (Cuervo-Cazurra, 2012;
Cuervo-Cazurra & Genc, 2008). Our inductive framework reconciles
these extremes by showing that firms do not necessarily seek out spe-
cific institutions (weak or strong), but rather pair host contexts that best
serve their own needs at a given point in time. This makes intuitive
sense, since most firms may not be cognizant of the institutions of their
host countries, at least initially (Cuervo-Cazurra & Genc, 2008; Luiz
et al., 2017).

6.1. Limitations

As is always the case for qualitative work, our main aim was to
generalize back to theory. Although some of the conceptual building
blocks and linkages induced in this model have been argued, and
proven, in several other emerging markets (e.g. China, Latin America,
South Africa to name only a few) we caution against generalizing our
empirical findings beyond Lebanon. By specifying the multiplicity and
sequentiality of institutional arbitrage, our induction may yield useful
lessons for nascent EMNCs born and/or based in other hyper turbulent
home contexts. However, such inferences must await empirical vali-
dation. Future studies may build on our insights by comparing different
settings and/or contrasting firms that internationalize early vs. late
(Birkinshaw et al., 2006; Laamanen et al., 2012).

While both our primary and historical data were collected at
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multiple points in time and included time-stamped references to well-
documented events, the accounts we analyzed were retrospective and
thus potentially prone to recollection biases (Golden, 1992). To miti-
gate against failures of memory, we double- and triple-checked when
and where these nascent EMNCs internationalized. We heard similar
descriptions and interpretations, almost word-for-word. The pattern of
countries and the pertinent numbers also proved highly consistent
across interviews. Secondary sources quoted reinforcing messages, al-
though third parties were understandably partial to underscoring the
success rather than the strife, and by their own account, interviewees
refrained from publicly sharing some of the dire stories we were privy
to.

6.2. Managerial and policy implications

Our inductive framework demystifies the path from ‘nascent’ to
‘mini’” EMNCs, offering rich, longitudinal, first person accounts of the
early becoming of multinationals. Not only are their home contexts
‘emerging’, so are these multinationals. These EMNCs are also emerging
against all odds. As the common saying goes: “in every crisis there is an
opportunity.” No firms would wish for political and economic turbu-
lence, especially at home. Yet harsh conditions at home can and do
motivate firms to take risks and discover opportunities they might have
otherwise missed. For firms born and based in hyper turbulent contexts
like Lebanon, host contexts do not only provide immediate relief from
escalating adversity at home; they also open up paths and futures that
were unforeseen, even unconceivable, before. They do so through a
sequence of concrete steps that many others can note, and follow. We
translate our contribution to practice by tracing one of the nine cases
(Table 3) through our theoretical framework.

Our work also holds rather unorthodox implications for policy.
Given that stabilizing domestic operations is a first step for nascent
EMNCs, many might assume that more supportive policies are neces-
sary or helpful for internationalization. Had greater supports been in
place, many of the firms in our study might not have taken the losses, or
“the leap of faith”, to go abroad. The vacuum of governance that typi-
cally accompanies hyper turbulence might be a blessing in disguise.
Firms neither expect, nor wait, for help. Although the protagonists in
our study complained often and bitterly about all the “heartbreak” such
voids in governance caused them, even token interventions might have
dulled their “pain” just enough to never leave. While many studies call
for policy interventions, in hyper turbulent contexts less may be more.
Once the instability subsides, however, assistance can be quite effective
in luring these fast globalizing EMNCs back home. Indeed, five of the
nine firms we studied, including two that had relocated their head-
quarters “outside”, leaped at the opportunity to come back, and give
back, to Lebanon, after they had established headquarters abroad and
proven their brands world worthy.

7. Conclusion

This study combines historical approaches and longitudinal com-
parative case methods to explain how hyper turbulent home contexts
accelerate the internationalization of firms from emerging market
contexts. By combining time-stamped accounts with retrospective and
prospective justifications for specific home-host matches, we induce a
sequence of different modes of institutional arbitrage by which nascent
EMNCs internationalize away from hyper turbulent contexts. Our
findings enrich the rapidly growing literature on institutional arbitrage
by drawing attention to the series of steps firms take in response to
multiple changes and challenges in their home contexts, rather than
stable single features.
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