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CULTURAL DETERMINANTS AND PERSPECTIVES
OF INTERNATIONAL EXPANSION OF ENTERPRISES
FROM ECONOMIES IN TRANSITION (CASE OF POLAND)

Within this article the authors identify and analyze the key cultural success factors for companies when
developing strategies to move out of their home market. Such strategies can often involve significant
cost and risk. However, many companies fail due to overlooking the cultural aspects of entering new
arenas. The approach used in the article analyzes culture in the wider perspective, from the individual
to the national dimensions, looking for the important roots in the historical and institutional backgrounds
that need to be considered when developing strategies. A focus on Polish companies is then devel-
oped. Poland, representing a post-transition economy, is an interesting case study in the context of
cultural and social factors in internationalization, especially in the light of important ongoing transitions
on the global scene. The aim of the authors is to highlight the most characteristic cultural determinants
that may be seen as the most adequate when analyzing cultural issues in the context of internationali-
zation processes of developing or in transition economies.
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Introduction

According to Dobbs et al. (2015) 2000 listed companies from developed countries
spent nearly $4.5 trillion on increasing the scale of their operations around the world,
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and most of those investments were dedicated to emerging markets, which have be-
come an increasingly important source of profits. In 1980 the emerging market area
accounted for 21% of global food and drinks sales, 14% of electronic equipment and
11% of cars. In 2013 these shares had increased to 53, 56 and 42% respectively. In
reaction to this trend, many Western companies transformed from local operating enter-
prises into global organizations. Dobbs et al. (2015) state that in 2010 almost half of the
revenues of firms from the S&P 500 index was coming from outside of United States.
The increasingly global connected world requires relevant studies that help the man-
agement of global organizations maintain positive international relations and establish
long-term profitable cooperation for all stakeholders involved. In establishing success-
ful entry and marketing strategies cultural aspects therefore play an important part. As
Hofstede et al. (2010) pointed out, ,all peoples have considered their country as the
center of the world”, and this ethnocentrism has many implications in business activi-
ties today. It is common that leaders of global organizations achieve poor performance
because of the inability to adapt their management style and practices to a multicultural
environment (Neeley et al. 2015). The assumptions made in one country very often are
not applicable in other regions (Khanna, 2015). Globalization allows cultures to traverse
national borders, causing many transitions or new phenomenon like culture diffusion or
hybridization (Nakata et al., 2009) and depict a world more complex, conceivably less
stable, and further interconnected. Technology development with big platform and digital
networks provide new tools for reaching mass markets of customers. But, at the same
time, we cannot deny the existence of boundaries and borders. As Tietze (2008) points
out, some of them may become permeable or eroded, but others may be firmer and
more defined. All the cultural phenomenon force global corporations with billions of dol-
lars in revenues to think like smaller enterprises, thus requiring new hypotheses on the
occasion of entering new markets (Khanna, 2015). It is clear that there is no one way to
reach consumers and to build sustained relations. Culture is an ambiguous concept, at
the same time complex and amorphous (Douglas and Craig, 2009, p. 127). Differences
may manifest themselves in an alternative sense of justice, readiness to cooperate,
conclusion schemes (either inductive or moral), and levels of trust (Khanna, 2015). At
the same time, culture is expressed in different strata: country (and in relations between
them), organization, group and, finally, individual, as well as in diverse forms. Therefore,
the first two parts of the paper are dedicated the cultural aspects, presented through
the prism of the ‘culture in business’ issues in part 1, and with the specific focus on the
Polish culture analysis, based on the chosen theoretical frameworks and models briefly
presented in part 2. Part 3 presents the international expansion perspectives and trends
of Poland as an economy in transition with the comparison to the other economies of
similar characteristics. Main conclusions are presented in part 4. The empirical base,
such as the representative research describing characteristics of Polish enterprises’
international activities in the timeframe of last 10 years, as well as the reports of inter-
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national organizations monitoring international Trade and Foreign Direct Investments,
provide the basis for analyzing the importance of socio-cultural and economic factors in
international performance of Polish enterprises.

1. Culture in Business - Frameworks Overview

One of the dominant culture paradigms in the area of business studies is that of Geert
Hofstede [vide: Hofstede, 1980] that was first presented in Culture’s Consequences.
International Differences Work-related Values. This paradigm, based on the cognitive
construct, rate nations by the constant values and expressions within the societies.
Hofstede (2001, p. 9) defined culture as ,the collective programming of the mind that
distinguished one group or category of people from another”. According to Hofstede,
culture is collective, learned and acquired and the national identity is the most distin-
guishing aspect of people’s diversity as it reflects people’s cultural mind programming,
shapes the values, norms, attitudes, perception and behaviors. His model of national
culture is based on six dimensions that represents specific characteristics and prefer-
ences of different nations: power distance, individualism vs. collectivism, masculinity
versus femininity, avoidance of uncertainty, long vs. short term orientation, indulgence
versus restraint.

Edward Hall (Hall&Hall, 1990) analyzes culture through the prism of communication.
His concept of culture is embedded on characteristics of human communication styles
and preferences and, similar to Hofstede’s approach, refers to national (country) distinc-
tions where, ,Each cultural world operates according to its own internal dynamic, its own
principles, and its own laws — written and unwritten” [vide: Hall 1984].

Richard Gesteland (2005, p. 17-18) emphasized the two Iron Rules in Internation-
al Business in the context of international sales and marketing: 1) ,In International
Business, The Seller Adapts to the Buyer”, 2) ,In International Business, the Visitor Is
Expected to Observe Local Customs”. In his approach to cultural differences in inter-
national business relations (,Cross-Cultural Business Behavior”), the classification of
national cultures is built on four patterns (Gesteland, 2005, pp. 18-19): Deal Focus vs.
Relationship Focus; Informal (Egalitarian) vs. Formal (Hierarchical); Rigid-time (Mono-
chronic) vs. Fluid-Time (Polychronic); Emotionally Expressive vs. Emotionally Reserved.

Culture thus has a fluid nature and changes over time, therefore, the new approaches
enrich the traditional theories deriving their inspiration from the existing frameworks and
adding a critical evaluation. For example, Nakata et al. (2009, p. 12) offer various defi-
nitions and approaches to understanding the meaning of culture in the modern global
business environment, e.g.: ,the meanings that people attach to the world”, ,networks of
systematically diverse principles of action and understanding”, ,adaptive systems rooted
in social context”, ,continuously negotiated meanings of belonging”.
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Khanna (2015) underlined the importance of ,contextual intelligence”, as the ability
to perceive the limitation of knowledge and the necessity to adapt it to the specifics of
the environment that people are performing on. This contextual intelligence requires
going far beyond analysis of the institutional context to exploring new, diverse areas
such as intellectual property, aesthetic preferences, attitude to authority, free markets,
as well as religious differences. The range of required adaptive changes may sometimes
be so wide that it may be contradictory to essential business model (Khanna, 2015).
Nevertheless, as Khanna argues, adaptation to the cultural and institutional context
has a greater impact on future success on foreign markets than technology or finance
resources. In the opinion of Brannen (2009), ,global leaders find themselves stereotype
rich and operationally poor where culture meets context” (for more, see: Nakata et al.,
2009, pp.81-96).

Thomas and Peterson (2015, pp.11-20) highlight the problem of the limitation of
present management studies and lack of universality, since most of theories grew out
of United States based approaches. The universal ideas of management manifest them-
selves in various different ways in different cultural backgrounds, that is why implemen-
tation of best practices is not always possible. It is crucial for global organizations and
the ones with international and global aspirations to recognize the differences between
universal principles and their local manifestations and adapt accordingly. It is there-
fore important to analyze the internationalization processes from different perspectives,
among which cultural aspects should have an important place. Analysis of historical
aspects and national culture characteristics can therefore provide interesting founda-
tions for identifying key factors of successes of international expansion.

2. Characteristics of Poland in Relation to Other National cultures

It is difficult to clearly characterize Polish culture since some tensions and contradic-
tions appear in many dimensions which have their roots in important changes in the po-
litical system that still have their implications in people’s behavior. Deep distinctions are
seen not only between different generations, as takes place in many nations, but also
between metaphorically named ,beneficiary” and ,victims” of transformation. These two
groups represent different ethic codes and behaviors. The ,beneficiary” group represent
more cosmopolitan and liberal approach, they advocate for international exchange and
at the same time are more, focused on deals and goals that long-term relationships and
less formal. The ,victims” group consist people directed to tradition, more passive and
change reluctant (Stepien et al., 2011, pp.178-181). The ground of cultural differentia-
tion and various behavior approaches within society can undoubtedly be found also in
historical background, annexations and internal fragmentations through the ages.
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2.1. Poland in Gesteland’s framework

According to Gesteland’s (2005) forty Negotiator Profiles, representing eight groups
of countries, Poland is considered as: Relationship-Focused, which characterize cul-
tures with the high concentration on personal relationships, where contacts with close
relatives, friends and well know partners are preferred. Trust, connections and the good
opinion of others is important while establishing new business partnerships. The deal, in
contrast to Deal-Focused cultures, is less important than partner and personal bonds.
What needs to be underlined here is deep distinction seen between different genera-
tions in Poland, since the younger generation has tendency to deal-focused attitude;
Formal, what stands for cultures where social status and hierarchy is important, and
power distance is high. Polychronic, suggests a liberal approach to time. It can mani-
fest itself in paying less attention to deadlines and schedules when personal relations
are stated in the first place. Whereas, more monochromic patterns of approach can be
noticed in the younger generation. Variably Expressive means standing between highly
emotional and reserved behaviors and communication style.

2.2. Poland in Hofstede’s Framework

Poland, at a score of 68 can be recognized as a hierarchical society. It means that in-
equities between people (e.g. within organizations) are generally accepted, considered
as reasonable and even desirable. At the same time, with an individualism score of 60,
Polish culture may be considered as a medium individualist nation, while many collec-
tive tendencies can also be found. Collectivism underlines the importance of the group
(family, nation, society), where building relationships is more important than achieving
goals. This specific ,contradiction” expressed in pretty high Individualism and power
distance level at the same time is worth underlining. It shows the internal heterogene-
ity of attitudes while individuals deal with an ingrained tendency to high level of power
distance within the society. With the score of 64 on masculinity dimension, Poland
represents medium masculine culture with the slight indication toward masculinity. It
can suggest the balance between different approaches to gender roles, but as well it
can be the sign of dissection and underline differences within the society, what seems
to be more true in case of Polish culture. Poland, as a country of very high preference
for avoiding uncertainty (score 93) is the nation where control and predictability are
important, as well as trust and written and unwritten rules play significant role. Poland's
low score of 38 in the time dimension place the country in the position of short-time
oriented, where traditions and norms are maintained and people tend to look for past to
find general patterns for behavior, while at the same time looking for quick results in the
future. Having a low score (29), Polish culture can be described as restraint. It suggest
pessimistic attitudes toward people, tendency to control desires and respectability to
the social norms.
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Figure 1. The Polish culture through the lens of Hofstede’s 6D model

Source: authors, based on: https://geert-hofstede.com/poland.html

The specific cultural dissection of Polish society has implications to economic activity
and business cooperation. It may bring light on the question why Polish enterprises can
be successful at entering new markets. For example, as the representatives of a me-
dium individual culture Polish enterprises may be more predisposed to communicate
and cooperate with both, highly individual (e.g. United States) and collective (e.g. China)
cultures. At the same time, living in highly differential society, representatives of Polish
culture are facing the problem of dealing with diversity and different attitudes and beliefs
within own society. Presented features and determinants may be seen as the important
factors for the analysis of the international expansion of Polish companies, its potential,
trends, characteristics and factors of success.

3. Poland: International Expansion Perspectives

Poland as a post-transition economy is an interesting subject of study in the context
of cultural and social factors in internationalization and the global expansion of com-
panies. Political transformation and hence, economic transition processes in the early
nineties, liberated the market and opened new perspectives and opportunities for Polish
enterprises. Accession to the European Union in May 2004 had a huge impact on the
foreign activity of Polish enterprises. As a result since 2005 there has been big growth
in Polish FDI. In 2014 the outward FDI of Polish investors abroad was equal €22.3bn,
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an increase of 73 times in comparison to 2003. Before accession the annual cumulative
Polish FDI did not exceed €412m. It should be underlined that growth of Polish FDI is
the reflection of both, deep economic transformations, and the increasing maturity of
Polish enterprises.

The last decade brought a dynamic development of the number and amount of Polish
companies’ investments abroad as well as their export activities. The changes in Polish
total export turnover are presented in Figure 2.
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Figure 2. Polish total export turnover for 2007-2015 in € min

Source: authors, based on: ‘Year Book of Foreign Trade Statistics of Poland’ (Warsaw 2012, Warsaw 2016),
Central Statistical Office.

The most popular strategy of entering foreign markets by Polish enterprises, was the
direct export of goods and services. But as the dynamic growth of foreign direct invest-
ment can be seen, Polish companies were also setting up operations overseas, taking
over foreign firms or establishing joint ventures with them. This is a high risk, potential
high return strategy. Figure 3 presents the numbers of polish entities and their foreign
units in the years 2008-2014.

With regard to the location of their foreign entities, the most popular directions of
investments by Polish companies were countries bordering with Poland: Germany,
Ukraine, Czech Republic. As showed in Table 1, also the level of investments outside
the EU has been increasing.
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Figure 3. Number of Polish entities and their units abroad for 2008-2014

Source: authors, based on: ‘Activity of enterprises having foreign entities in the years 2008 — 2014’, Polish Central
Statistical Office, Warsaw 2016

Table 1. Number of foreign units by continents for 2008-2014

Number of foreign units by continents

South | North | Australia Total
America | America | & Ocenia

2008 | 2206 | 127 38 11 138 21 2541
2009 | 2411 | 122 35 9 150 20 2747
2010 | 2610 | 153 36 13 164 12 2988
2011 2794 | 160 32 16 164 12 3178
2012 2762 | 179 44 22 173 14 3194
2013 | 2922 | 176 55 25 178 10 3 366
2014 | 3109 | 258 69 29 217 21 3703

Source: author, based on: ‘Activity of enterprises having foreign entities in the years 2008 — 2014’, Warsaw 2016
Polish Central Statistical Office (2016c¢)

Europa | Asia | Africa

For many Polish enterprises, capital investments abroad are still the matter of finding
new markets and lower labor costs. Nevertheless, more firms’ motives are connected
with the ability to get access to alternative sources of raw materials, or other strategic
resources, as well as buying shares or acquisitions of foreign entities (greenfield invest-
ments) (Ministry of Development, 2016). Furthermore, analysis of Polish companies
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listed on the Warsaw Exchange Stock shows that the internationalization processes of
Polish companies combine experiences of both emerged and emerging markets, hav-
ing many characteristics common for both of types of economies (Radto&Ciesielska,
2016). Polish enterprises also tend to increase their investments on the mature markets
of the EU, what shall be indicated as the ,reverse” FDI. This is opposite to the classi-
cal framework of FDI, from the less developed to more wealthy countries (Ministry of
Development, 2016), In the last few years more investments have also been located
outside Europe, e. g. in US, Canada or India.

It is worth noting that the share of Polish direct investment in the global economy
is still very low and in 2014 covered only 0.38% of the total amount. Compared to the
higher developed European economies, Polish FDI still equals to around 3% of the
investment of the countries like United Kingdom, France or Germany. From the coun-
try perspective it is, nevertheless a vital indicator of important changes in growth and
development. In 2004 the share of FDI abroad in Poland’s GDP was 2.08% it grew to
10.64% in 2013 (Ciesielska et al., 2016). A point of reference for Polish FDI can be the
other countries that joined the EU in 2004 or later, and most of which are characterized
as a transition economies®. Similar to Poland, these are the countries that after acces-
sion to the EU structures gained new possibilities for international activities, flows of
capital, goods and services. Nevertheless, the dynamic of FDI within those countries
was not homogenous (UNCTD, 2012). Poland, besides Hungary, is the leading country
in respect of cumulative value of FDI located abroad among the ,new members” of
European Union (Ministry of Development, 2016). In the period of 2002-2005 Hungary
demonstrated the highest level of FDI. After this Poland took the dominant position to
gain a level of FDI (UNCTAD, 2015). The comparison is presented on Figure 4.

The increasing financial engagement of Polish companies made many of them
transform into multinational corporations (MNC), with a strong position in the region
or investing in the global dimension. In many cases, Polish companies international-
ized through the traditional evolutionary model: expanding exports at the beginning
and then investing in other projects supporting international sales and then develop-
ing production abroad. By collecting experience and knowledge about foreign markets
during the process they are better prepared to increase their efficiency of the interna-
tionalization strategies and expansions into other markets. Nevertheless, in practice,
many Polish companies omit intermediate steps and move straight to more advanced
forms of internationalization, making them similar to many emerging markets’ companies
(Radto&Ciesielska, 2016).

* Countries accessed EU in 2004: Poland, Slovakia, Cyprus, Slovenia, Hungary, Czech Republic, Estonia,
Lithuania, Latvia, Malta; Countries accessed EU in 2007: Bulgaria, Romania; Croatia accessed EU in 2013
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Figure 4. Total direct investment abroad (net position) of 13 ,new” EU countries for 2004-2013
in € min

Source: authors, based on: EUROSTAT

Table 2. Number of different FDI international projects of Polish companies for 2005-2014

The number The value The number of mergers | The value of mergers
of greenfield projects of greenfield projects | and acquisition projects | and acquisition projects

in$m in§$m

2005 30 642 28 559

2006 40 1,175 24 2,557

2007 51 2,237 52 189

2008 46 1,754 60 1,090

2009 38 1,045 29 229

2010 45 1,851 36 201

2011 39 833 37 511

2012 52 1,353 3 3,399

2013 57 854 30 243

2014 50 1,400 63 1,140

Source: authors, based on Ministry of Development, 2016

30



R. Gowers, A. Pajak, E. Klusa, Cultural determinants and perspectives of international ...

It is clear that Polish companies choose more advanced forms of expansion when
investing on emerging markets, where they more often establish formal distribution
partnerships or setting manufacturing agreements. Whereas it is more popular to start
activities with export sales on the emerged markets (Radto&Ciesielska, 2016). Among
companies listed on the Warsaw Stock Exchange, the most popular strategy of entering
foreign market was greenfield investment (83%). Acquisition of overseas companies was
chosen by 50% of listed companies. As a result, in the last decade, Polish companies
made acquisitions of several hundred firms. Figure 5 and Table 3. show the share and
the number of Polish companies with export sales in terms of the size of the enterprise.
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Figure 5. Polish Companies with Export Sales in 2015

Source: authors, based on: Financial results of economic entities in 1-XI11.2005Central Statistical Office, Warsaw
2016

Table 3. Polish Companies with Export Sales in 2015

Small | Small | Medium | Medium | Large | Large

Only domestic sales | 25149 | 746% | 7190 | 515% | 1159 | 357%
Export sales 8545 | 254% | 6758 | 485% | 2087 | 64,3%
Total 33694 |100,0% | 13948 | 100,0% | 3246 |100,0%

Source: authors, based on: Financial results of economic entities in I-X11.2005Central Statistical Office, Warsaw
2016
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Research on Polish enterprises shows that the experience gained even in a country
with very similar business environment (e.g. Polish company investing in Czech, is
then using this experience in entering Slovak market) cannot be treated as a factor
of future success. Contrary, it shows that companies with lower experience, paradoxi-
cally are much more successful in dealing with a new business environment. This can
come from the fact that they are more aware about the potential differences and putting
more effort in preparing strategy of entering new market, including cultural differences
(Bartozewski&Trapczynski, 2016). Khanna (2015) underlines that it is more difficult to
give up a working model and completely develop a whole new structure. This is espe-
cially true for enterprises that have already succeeded on foreign markets, have a well-
developed operating model and possess a consistent business culture that worked in
different local institutional contexts.

Conclusions

Almost 90% of Polish entrepreneurs still choose Western European countries as their
direction of international expansion, this naturally results from the geographical and
cultural proximity (Poland Go Global, 2016). Nevertheless high competition on Euro-
pean markets make them consider emerging markets as a future destination. Transition
processes, formation of new institutional and economic reality, accompanied by painful
reforms, followed by almost three decades of economic growth, can make Poland an
interesting case to study in the context of the new global economy and the place of
emerging and transition economies on its map. Activity on foreign markets is one of the
determinants of economic development. As Khanna (2015) argues, adaptation to the
cultural and institutional context has a greater impact on the future success on foreign
markets than technological prowess or finance resources. It is therefore important to
analyze the key determinants of success in entering new markets in the case of emerg-
ing and transition economies.

Analysis of data according to the international activities of Polish companies abroad
combined with an analysis of the characteristics of Polish culture (based on two theo-
retical frameworks by G. Hofstede and R. Gesteland) provide the foundation for the
main conclusions and thesis of this paper, which at the same time are the foundations
for more in depth empirical studies and further areas of analysis. The key factors of
successful entry strategies into new markets by Polish companies (in the context of
socio-cultural and institutional aspects) can be summarised as follows:

1. Poland, as a Central European Country, places it in the middle of measures accord-
ing to the some different criteria and determinants of cultural differences. As a repre-
sentative of a medium individual culture Polish managers may be more predisposed
to communicate and cooperate with both individual and collective cultures and be
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able to successfully adjust to the conditions in the new markets. It may be also a mat-
ter of characteristic tensions and contradictions within the Polish nation, that make
people confident in dealing with high levels of diversity inside the home country.

2. Companies from markets in transition, facing lack of traditional advantages in com-
parison to developed economies’ companies, can build competitive advantage by
having specific knowledge about markets with similar institutional conditions to those
that they were growing on. The difficult conditions of growing make them more resist-
ant to a changing environment. At the same time they are more elastic and open to
new strategies of expansion based on different forms of cooperation. These experi-
ences yield a big advantage in comparison to their Western based competitors as
well as emerging market rivals who are in the process of transformation. They are
used to performing in less stable, dynamic and demanding institutional and adminis-
trative environment. Transformation can be a good lesson of necessity for adaptation.

3. Most of Polish companies’ expansion strategies involve an approach based
on establishing partnerships in new country or by acquisitions of local companies.

The strategy based on the cooperation with good local partner plays significant role in
entering new markets (Vide: Khanna, 2015) and, at the same time, minimizes the risk
of failure. At the same time, Polish enterprises, especially small and medium, represent
different organizational structures than most of the Western multinational companies,
hence are less hampered by corporate rules and boundaries. What may be seen as an
important advantage whit the reference to the international processes.
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