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INTRODUCTION TO THE SPECIAL ISSUE
ON THE INTERNATIONALISATION OF CENTRAL
AND EASTERN EUROPEAN FIRMS

Magdolna SASS" — Péter MIHALYT™

In the last decades, the internationalisation of firms has attained larger scale and
scope, affected more companies and countries and taken a larger variety of forms
than previously. This is reflected in the increase in the number of theories, meth-
odologies, papers and research projects dealing with various aspects of firms’
internationalisation. Also, policymakers pay greater attention to this topic, all the
more so as it is demonstrated by many studies that internationalised companies
are usually more competitive, more innovative and perform better than their non-
internationalised peers.

In the last three decades, companies in the Central and Eastern European
(CEE) region have also been increasingly active internationally and many of
them internationalised successfully through various forms, starting from ad hoc
exporting to investing abroad. However, their level of internationalisation is still
lower than that of the developed country firms — especially those residing in the
most developed economies of the European Union. Research conducted so far al-
ready indicate certain special ‘traits’ of the internationalisation of the CEE firms
compared to the developed country firms (Dabic — Lamotte 2017), for example
their inclination to internationalise in similar countries, and thus, the importance
of proximity in various ways in their internationalisation process. On the other
hand, compared to the developed country firms, CEE companies face serious lack
of resources and capabilities in their internationalisation (Caputo et al. 2016).
Another interesting difference is that firms in the CEE countries internationalise
quite often because of home country ‘deficiencies’, e.g. small market or problems
with the local business environment. These push factors play an important role in
many cases (Jakli¢ — Svetli¢i¢ 2003). Pull factors, i.e. motivations include mainly
market-seeking (Gorynia et al. 2015), and there does not seem to be a change
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towards strategic asset seeking aims over time (Jindra et al. 2015). In many areas,
CEE multinationals seem to differ from both their developed and emerging coun-
try counterparts (Svetli¢i¢ 2004), though this difference seem to whither over
time (Sass 2018). Furthermore, many CEE firms internationalise in a way, which
is connected to their (potential) participation in international value chains.

In the last two-three decades, global or regional value chains have been pro-
liferating in the world economy and involve more and more countries and affect
more and more industries. The CEE companies are involved mainly in European,
regional value chains, and are very rarely the lead firms. Their participation and
the specificities of the industries in question are important determinants of the
success of internationalisation of these firms (for a case study see VI¢kova 2019).
Thus, we can find some interesting specialties in the internationalisation path
and process of the CEE firms, which differentiate that group of firms from those
operating and internationalising in the developed countries or in the emerging
economies. This explains why a closer study of this field may yield in valuable
results for the various areas in international business studies, economics or for
practical political solutions.

The FDI research group of the Centre for Economic and Regional Studies,
formerly affiliated to the Hungarian Academy of Sciences, since its inception in
2013, has organised a series of international and Hungarian workshops on inter-
nationalisation of firms. The scarce and rare interactions between the representa-
tives of universities and research institutes, the emergence of new approaches and
new theories, and the relative lack of papers dealing with the region explain why
the workshops were organised and why they proved to be popular among schol-
ars. The majority of the papers published in this Special Issue were presented
on the 8" International Research Workshop of the FDI group, held in November
2018 in Budapest. The authors are indebted to the participants for their valu-
able comments and suggestions. Furthermore, they are especially grateful for the
anonymous reviewers, who, with their advice and comments helped to improve
the original manuscripts.

The first two articles concentrate on a selected industry. Csiki et al. analyse
the regional-level location decision factors in the European automotive industry.
This is among the first attempts in the literature to go down to the regional level in
the European Union. The calculations of the paper are based on a comprehensive
dataset, which was put together for the purposes of this research. However, lack
of regional level trade data could be a problem when interpreting the results as
it was pointed out by the reviewers. Thus, according to the results, the most out-
standing and dominant location factor is infrastructural development in both the
developed and less developed parts of the European Union. Interestingly enough,
not only motorways and roads, but also railways and air transport are important.
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That may be related to the fragmentation of production and importance of trans-
portation in making the flow of intermediate and final products easier. Interest-
ingly enough, an efficient labour market and innovation can be important location
factors in other than the CEE regions. On the other hand, higher levels of institu-
tions and business sophistication proved to be deterrent factors — this again can be
explained by the specialties of the automotive firms, for which a less developed
local institutional framework and business sophistication may offer larger op-
portunities to make their operation more flexible and to exploit their bargaining
power — which latter is connected to the fact that they offer a high number of
relatively good jobs, compared to other manufacturing industries. Thus, industry
specificities matter.

This is the main message of the second article, as well, which concentrates
on another manufacturing industry, namely pharmaceuticals (Antaloczy et al.).
In Hungary, this industry is of special importance: it has a long tradition and its
share is substantial in the economy in terms of production or export. More re-
cently, the Hungarian economy has been integrated into international pharmaceu-
tical value chains. The article shows through calculations based on input-output
data that the Hungarian pharmaceutical industry is special: compared to other
manufacturing industries it has relatively limited forward and backward linkages.
Company interviews reveal, that the two distinct types of production, original
and generic, have very different value chains: original (inventing, developing,
patenting and producing new drugs) has more linkages, while generic (producing
already marketed drugs, for which the patent protection has expired, with using
new processes) much less. Furthermore, they differ in terms of their linkages,
which are established rather in R&D than in production. Thus, in spite of the
strong specialisation of the Hungarian economy on pharmaceuticals and the pres-
ence of important firms, the dominance of generic production explains why the
local impact in terms of linkages remains limited.

One of the main players in the Hungarian pharmaceutical industry is one of
the leading Hungarian multinational companies: Gedeon Richter. This is one of
the companies presented in detail in the VICkova — Sass paper, which is entitled:
‘Just look behind the data! Czech and Hungarian outward foreign direct invest-
ment (FDI) and multinationals compared’. First, we show, that compared to bal-
ance of payments FDI data, outward FDI by Hungarian-controlled firms may be
significantly smaller, and by Czech-controlled firms significantly larger — based
on mirror statistics broken down according to the nationality of the ultimate own-
ers of FDI. Second, based on the company case studies, we demonstrate that the
leading Czech and Hungarian foreign investor firms can be categorised as “vir-
tual indirect” foreign investors: they are in majority foreign ownership, but under
domestic control. In the case of the Czech Republic, some of them are not even
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operating on Czech soil. Furthermore, we underline that the different evolution of
outward FDI and local multinationals in the two countries can be related to their
different privatisation paths. Thus, we underline the importance of institutions
and policies in shaping the outward FDI path.

Manufacturing knowledge and practices usually differ considerably between
subsidiaries of multinational companies and local firms. The article by Szasz et
al. investigates whether the subsidiaries of multinationals in the emerging markets
have superior managerial knowledge compared to local companies using data on
a large number of manufacturing plants in five emerging economies, including
Hungary and Romania from the CEE region. According to their results, indeed:
subsidiaries usually have knowledge advantage and invest significantly more in
implementing various manufacturing practices compared to local firms, but this
superiority is translated into practical dominance over their local counterparts
in human resource development and advanced manufacturing technologies only,
but not in quality management.

The last two papers deal with a special aspect of the internationalisation using
Polish and Hungarian examples. Both are based on detailed company case stud-
ies, acknowledging the complexity of the problems and the context-specificity
of factors. Mirostaw Jarosinski and Krystian Barlozewski compare the strate-
gies of rapidly and incrementally internationalising Polish firms. The literature
is abundant in comparing these two types of internationalisers, however, for the
CEE countries we can find only a few papers on that topic. The results of the pa-
per are surprising: the authors found more similarities than differences between
the two groups of firms in terms of their ownership advantages or motivations.
The area where they differed was confined to the higher level of product and
process innovativeness and stronger marketing activities of rapid internationalis-
ers. These results may indicate again a special, ‘CEE-type’ internationalisation
path of companies. An interesting sub-group of internationalising firms is that of
family firms. Tician Baranyai and Miklés Kozma concentrated on the Hungarian
family firms and based their study on six detailed company cases. They analysed
whether generation change affects internationalisation. Their results point to the
importance of the supportive style of succession management by the predecessor,
which appears to have a strong impact on the internationalisation ambitions and
success of family firms under the management of successors. Furthermore, the
company cases suggest that internationalisation is a normal step for most family
firms in Hungary, indicating that further growth in the internationalisation level
of already operating companies can be expected in the future. They also show
cases of de-nationalisations or de-internationalisations that can be explained by a
defensive strategy aimed at ensuring the survival of the firm in hard times.
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We put together this Special Issue in the hope that the studies presented here
contribute to our understanding about the internationalisation of firms, especially
in the CEE region. Some of the findings can, however, be of significance for oth-
er regions and countries as well. Furthermore, the papers emphasised not only the
new results, but also the “deviances” from what we expect based on the theoreti-
cal models or experiences of other developed or emerging country firms. Thus,
we would like to underscore the CEE-specificities of the result presented in the
six papers, which call for further research and for the recognition of the impor-
tance of region-specific analyses.
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