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Editorial
Adam Szyszka*

Editorial
https://doi.org/10.2478/ijme-2020-0007

Welcome to the first issue of the International Journal of Management and Economics in 2020. The current
issue contains six papers covering various areas in management and economics. Five of them are based
on original empirical research. There is also one conceptual paper. The geographical scope of this issue is
mainly Europe, with a particular perspective of Poland’s membership in the European Union.
Alina Szypulewska-Porczyńska and Magdalena Suska, in the first article entitled “15 years of Poland’s
membership of the European Union: Poland’s participation in the internal market for services”, examine
the changes in Poland’s integration into the EU internal market for services in the legal context of legal
solutions related to the free movement of services, namely, the Service Directive. The authors conclude that
the role of changes in regulatory trade barriers have had a modest impact on Polish integration with the EU
internal market for services. Structural and macroeconomic factors seem to be far more important drivers
of integration and growing asymmetry between the exports and imports sides of the Polish service sector.
In the second paper, “Poland in the single European market – changes in the similarity of import
and export structures in comparison to the EU-10 countries in 2004–2017”, Wojciech Polan and Edward
Molendowski study the export and import patterns between the new (EU-10) and old (EU-15) member
states of the European Union. In the period under examination, they find convergence of the commodity
structures of Polish foreign trade with both the EU-10 and the EU-15 countries. They conclude that such a
progressing unification of the foreign trade system reflects the recognition of both areas as a single market.
Additionally, it is worth underlining that Polish producers and exporters, to a much greater degree, took
advantage of the changed trade conditions resulting from EU accession than their peers from other new
member states.
Magdalena Łada and Małgorzata Juchniewicz, in the paper entitled “Diversification of the competitive
position of the advanced technology sector in EU”, aim to assess the competitive position of the advanced
technology sector in the EU countries. Based on a number of measures, the authors propose a synthetic
indicator of competitive position and construct a ranking of EU states with the most competitive advanced
technology sectors.
The next paper, entitled “The comparative analysis of the industrial relations systems in Europe”, is
by Rałał Towalski and Juliusz Gardawski. The authors study the industrial relations systems in 11 Central
and Eastern European countries (CEE11) and seek institutional similarities with each of the four models of
capitalism in Western Europe identified by Amable [2003]. They use three variables representing inputs or
institutional determinants of industrial relations and another three variables representing outputs or the
labor market performance. For each variable, the similarity coefficients between the CEE11 countries and
four reference EU15 economies representing the Western European models of capitalism were calculated.
The analysis led to a number of interesting conclusions about the evolvement of capitalism models in
Central and Eastern European states over the past 15 years.
The fifth article, “Intangible assets in the process of internationalization”, is by Łukasz Bryl. The
paper includes an extensive literature review and meta-analysis of the link between numerous forms of
intangible assets possessed by firms and various forms of internationalization from different international
backgrounds.
In the final paper of this issue, entitled “Long-term evolution of the subsidiary’s role - a qualitative
perspective on a subsidiary located in Poland”, Marlena Dzikowska and Marian Gorynia offer an in-depth
*Corresponding author: Adam Szyszka, Collegium of World Economy, SGH Warsaw School of Economics, Warsaw, Poland
Open Access. © 2020 Adam Szyszka, published by Sciendo.
This work is licensed under the Creative Commons Attribution-NonCommercial-NoDerivs 4.0 License.
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literature review and an empirical case study of a foreign subsidiary located in Poland. They examine a
10-year period of operations of a foreign subsidiary active in the automotive industry. Their analysis shows
that the evolution of the subsidiary role includes elements such as markets served, functional areas of
operations, and the degree of complication of operations. The paper also describes the complex relations
among the factors related to the subsidiary, the headquarters, and the elements of the environment of the
subsidiary.
We hope you will find the International Journal of Management and Economics an inspiring source of
information. Please enjoy reading!
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Abstract: The purpose of this article is to examine the changes that have occurred after Poland’s integration
into the European Union (EU) internal market for services after 2004 considering the legal changes adopted
in the EU relating to the free movement of services, namely, the Service Directive. An examination of the
Directive’s outcome and the development of the market integration process permit the conclusion that
the changes in regulatory trade barriers have had a relatively limited impact on the changes that have
occurred in EU–Polish ties concerning services trade. These were predominantly shaped by structural and
macroeconomic factors. From an analysis of the structure of Poland’s services trade, a picture emerges of
a deepening asymmetry between the exports and imports sides of Poland’s participation in the internal
market.
Keywords: Services Directive, Poland, EU, integration, trade in services
JEL Classification: F1

1 Introduction
Fifteen years of Poland’s accession to the European Union (EU) raises a question about the current state
of integration, particularly with regard to one of the basic elements of economic integration, namely, free
movement of services. The purpose of this research is to examine the changes that have occurred since
Poland’s market integration into the EU internal market for services after 2004 considering the legal
regulations adopted, especially the Services Directive, aimed at achieving the full potential of the services
markets by removing the legal and administrative barriers to trade.
The institutional and legal changes in the internal market for services should result in closer real
linkages between the EU Member States. Therefore, we examine the importance of the internal market to
the Polish economy mostly resulting from the share of services in Polish trade, in particular in the form of
participation in global value chains and, naturally, the proportion and structure of intra-EU trade in Polish
trade. The research methods used included literature review and empirical analysis using statistics from
the World Trade Organization (WTO), European Statistical Office (Eurostat), and Organization for Economic
Cooperation and Development (OECD)–Trade in Value added (TiVA) databases.

*Corresponding author: Alina Szypulewska-Porczyńska, Collegium of World Economy, SGH Warsaw School of Economics,
Warsaw, Poland. E-mail: aszypu@sgh.waw.pl
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2 B
 arriers restricting the free movement of services in
the EU market
Strong demand over the past decades for better information on restrictions to international services
from trade negotiators, researchers, and the private sector has contributed to the fact that the volume of
information on barriers has substantially increased [Borchert et al., 2012]. The World Bank and the OECD
have each developed a number of indexes on barriers to trade in services, such as the following [Borchert
et al., 2012; Grosso et al., 2015]:
• The OECD Services Trade Restrictiveness Index, calculated for 18 service subsectors (legal, accounting,
architecture, engineering, insurance, banking, and computer services) for 40 countries as of the end
of 2013;
• The World Bank Services Trade Restrictions Index, constructed for 19 service subsectors (legal,
accounting, insurance, and banking services) in 103 countries, with most of the information collected
in 2008;
• The OECD Indicators of Product Market Regulation, covering policies, regulations, as well as
administrative and procedural requirements affecting foreign and local businesses at the sector level
for OECD countries;
• The World Bank Doing Business initiative, ranking 189 economies according to how conducive their
regulatory environments are for business operations in numerous sectors; the index accounts for
business regulations and the protection of property rights for both foreign and local businesses;
• The World Bank Investing Across Borders initiative, comparing different countries’ regulations of
foreign direct investment; the index accounts for a range of laws (including investment and company
laws) affecting foreign businesses.
The OECD and World Bank indexes facilitate the analysis of differences in barriers to international trade
in services across a range of the world’s economies. Despite the fact that the indexes are subject to data and
methodological limitations, they can provide some important insight into the restrictiveness of trade barriers.
The index scores suggest that developing countries have the greatest restrictions on services trade in the
financial, professional, and information technology (IT) service sectors [Productivity Commission, 2015].
The highest index scores are in the subsectors that have traditionally been subject to a high level
of regulation — the legal, accounting, insurance, and banking subsectors. Common restrictions in the
professional services sector relate to the movement of people through professional licensing regulations,
foreign ownership restrictions, and other market entry conditions [Grosso et al., 2014a, 2014b], whereas in
the financial sector, foreign equity limits and restrictions on legal form are significant [Rouzet et al., 2014].
In the EU, there exist a number of restrictions on the internal market, which affect service providers,
especially preventing small- and medium-sized enterprises (SMEs) from expanding their activities and fully
benefiting from the internal market. Building a homogeneous and competitive market for services is one
of the key priorities in the EU; hence, the services sector has great significance for economic growth and
creation of employment – it is a driving engine of EU economic development, accounting for 73% of total
employment in the EU and 62% of value added [Copenhagen Economics, 2018]. The EU is still building
the Single Market for services: its creation requires both abolishing the existing barriers on the EU level in
cross-border activities, as well as simultaneous reforms of domestic markets for services, which will mean
reducing their diversity.
The studies devoted to the issue of creation of the Single Market for services capture the potential
benefits from reducing the barriers to services trade in the EU internal market. In discussions on the actual
effects of the EU internal market on trade flows, authors of especially early analyses base their studies on the
classical theory of customs union [Viner, 1950; Meade, 1955], identifying, generally speaking, an increase in
the share of intrablock-traded goods as the trade effects of economic integration. Trying to solve problems
encountered in the estimation of trade creation and trade diversion, researchers apply different methods,
for instance, by examining the relative performance of the European Economic Community countries
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[Lamfalussy, 1963], comparing actual and hypothetical trade flow [Waelbroeck, 1964] or the ex-post income
elasticities of import demand in the preintegration and the postintegration periods [Balassa, 1967], to name
a few. The most recent and most sophisticated generation of empirical studies applies the computable
general equilibrium (CGE) modeling [Baldwin et al., 1997; Brown et al., 1997]. The CGE has been largely
used to assess the effects of the Services Directive 2006/123/EC enacted in order to facilitate the freedom of
providing services between the EU Member States.
The intra-EU trade in services is affected by a variety of barriers more than trade in goods, despite the
fact that under Art. 56 of the Treaty on the Functioning of the European Union (TFEU), imposing restrictions
on freedom to provide services within the EU is prohibited with reference to Member States’ citizens, who
have an enterprise in a Member state different than the state of the recipient of the service. A number of
barriers hampering the functioning of the Single Market for services can be identified, such as the following:
–– Horizontal barriers: barriers that are not directly applied to service providers, but which have an impact
on their operations, e.g., permission to run a business, as well as administrative procedures and decision
processes, can act as barriers restricting foreign service providers who are entering the market;
–– Regulative barriers and additional costs: costs of the observance of regulations resulting from failure to
recognize the compliance of a foreign company’s functioning principles with the regulations applicable
in the country where the service is provided. In the case of foreign service providers, it may lead to the
duplication of legal requirements and incurring additional costs. For example, workers delegated to
temporarily provide a service often have to undergo the process of satisfying the social security system
of the country where the service is provided, despite the fact that they have already fulfilled these
requirements in their home country;
–– Barriers related to starting the service activity: in sectors, such as commercial medical laboratories,
Member States require that service providers possess only one establishment. An authorization for the
provision of some services depends, in turn, on the (repeated) recognition of professional qualifications,
according to the regulations of the host country. For pharmacies and notary services, some Member
States impose geographical quantitative limits. A newly established company may sometimes encounter
additional obstacles as a test of economic needs before being allowed to undertake the business activity.
In such an evaluation, local entrepreneurs often participate, similarly to the procedure of authorization
[European Commission, 2002];
–– Operational restrictions: some Member States stipulate that with reference to selected types of services,
only local enterprises can provide them. Moreover, in some Member States, permanent or recommended
prices of selected services (e.g., in the energy sector) are applied;
–– Restrictions on using foreign services: Member States sometimes apply regulations that limit the use
of services abroad, e.g., in some Member States, there are restrictions on returning the costs of medical
services and health care provided in another EU member state [Kox et al., 2004, p. 19];
–– Other barriers: e.g., differences in the terms and conditions of agreements, as well as cultural and
linguistic differences. A foreign-based service provider may have difficulties to provide after-sales
services, resulting from differences in the professional and financial liabilities or repair service, if
provision of a service requires delegating workers [Kox et al., 2004, p. 19].
The key concern is not the application of different requirements of providing services protecting
consumers, recipients of services, or the environment, but the fact that services are highly diversified.
In the situation when all Member States apply similar rules and regulations, the adaptive costs would be
fixed for providers, and on expanding their service activity to other countries, they would benefit from the
economies of scale. However, the situation is different if countries have different requirements: then, the
adaptive costs are variable and economies of scale often do not compensate for them. It seems that the main
obstacles to implementing the idea of the free movement of services are not barriers by themselves, but
their diversified nature, in particular, in different Member States.
The liberalization of providing services in the EU has been much slower than the introduction of the
free movement of goods, preliminarily due to the fact that services are differently regulated by the Member
States, as well as due to their intangible and heterogeneous nature. The Services Directive 2006/123/EC,
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covering services that account for >46% of EU gross domestic product (GDP) (Copenhagen Economics,
2018), is one of the key instruments that aim to achieve a fully functioning internal market by abolishing
barriers in services [Szypulewska-Porczyńska, 2013, p. 105].
Although the Services Directive is of horizontal nature, it does not regulate all types of services; a
number of services are excluded. The Services Directive covers various sectors, such as tourism, cultural
and sport activities, wholesale and retail, construction, real estate, business services, and other services1.
The provision of the majority of services not covered by the Services Directive (e.g., network, transport, and
bank services) is regulated by sector-based directives [Szypulewska-Porczyńska, 2013, pp. 106–107].
Under the Services Directive, applying a number of discriminatory and burdensome requirements
has been prohibited2. Ensuring the freedom to provide services requires the elimination of all kinds of
discrimination based on nationality, as well as the prohibition of the obligation on the provider to have
residence or an establishment in the territory of the Member States where the service is provided. The
Member State to which the service is provided can only enforce its own requirements in as much as these
are nondiscriminatory, proportional, and justified for reasons of public order, public safety, public health,
or environmental protection.
The implementation of the Services Directive has forced the Member States to review and simplify
administrative procedures, eliminating the duplication of formal requirements, avoiding double control
of service providers. To simplify the administrative procedures connected with running a services activity,
points of single contact, acting as one-stop shops for service providers, have been established, which
provide entrepreneurs with all necessary information concerning the principles, regulations, and formalities
applicable for a services activity, as well as providing the opportunity to comply with the formalities and
procedures online [Szypulewska-Porczyńska, 2012, p. 46].
All Member States stand to gain from the full implementation and enforcement of the Services Directive
and, therefore, have an interest in pursuing further integration of the Single Market; however, the gains
are not equally distributed across countries. The average impact from the full implementation is a 2.6%
addition to the GDP (e.g., Estonia and Malta). Some of the smaller Member States – including, e.g., Cyprus,
Luxembourg, the Netherlands, or Denmark – will certainly have larger–than-average impacts on their GDP,
which can be explained by the fact that the small size of their domestic markets makes them more dependent
on trade than the larger countries. A Single Market will expand the size of their markets and make it easier
for the SMEs to scale up; thus, smaller countries could benefit from opening their markets to foreign firms.
Some of the larger Member States, such as Spain, the UK, and France, will also have larger-than-average
impacts – either because they have high remaining barriers or because they have highly competitive services
sectors. However, the Central and Eastern European countries, including Poland, will have lower-thanaverage impacts on their GDP. Nevertheless, for all Member States in the EU, lower trade barriers will allow
businesses to better engage in global value chains and enhance their global competitiveness [Monteagudo
et al., 2012; Copenhagen Economics, 2018].
However, according to the assessment by the European Commission, a large number of barriers
to intra-EU trade in services remain or have only been partially abolished by the Services Directive. For
business services, such as legal services, architects, and accountants, as well as for construction, >80%
of barriers fully or partially remain. Around 53% of barriers remain for tourism and hotels [European
Commission, 2014; Copenhagen Economics, 2018]. In Poland, the majority of barriers in the services sector
have only partially been reduced by the Services Directive, whereas for tax advisors and legal services, a
number of barriers still fully remain [Monteagudo et al., 2012].
Alarmingly, construction belongs to the sector of services for which a great number of barriers still remain.
Construction accounts for a significant share of EU value added; therefore, lowering barriers to trade in
construction services could be a priority going forward. According to the European Commission, the majority
of efforts should be focused on the services sectors with significant economic weight and with above-average
growth potential, such as business services, construction, tourism, and retail [Copenhagen Economics, 2018].
1 Services Directive 2006/123/EC of the European Parliament and of the Council of 12 December 2006.
2 Services Directive 2006/123/EC of the European Parliament and of the Council of 12 December 2006.
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In the Services Directive, a solution that eliminates the principal barriers hindering the freedom of
providing services has not been introduced, namely, it has failed to introduce the so-called principle of
“the country of origin”, in the case of providing cross-border services3. This principle would mean providing
services according to the regulations of the country the service provider comes from and not the country
where it is provided. It would allow the service provider to offer a service on competitive terms, if costs in
the country where they are based are lower (e.g., remuneration) than on the market where the service is
provided. The general idea of access to services based on the principles applicable in the country of origin
has been retained, however, together with a greater number of exceptions and greater supervision over the
conducted business activity by the country where the service is provided. Instead of the principle of “the
country of origin”, a substantially less-liberal principle of “the freedom of providing services” has been
implemented, which enables the authorities of the country where the service is provided to apply their own,
national restrictions in this area [Czermińska, 2016].
To conclude, the Services Directive abolished a number of barriers hindering the enhancement of the
intra-EU trade in services and improvement of binding regulations concerning service providers in Member
States. Moreover, the Directive enforced a thorough review of regulations in Member States and elimination
of any possibly regulations discriminating among service providers. However, there are still some issues for
concern. Member States have a tendency to retain restrictive regulations, and the Directive entitles them
to introduce certain restrictions on providing services by foreign service providers concerning the issues
recognized as essential from the perspective of the public interest.

3 I mportance of services and of the internal market in Polish
foreign trade
In 2015, Polish exports of services – measured by value added – to the world and EU markets accounted
for 36% of total exports (Figure 1). Over the previous decade, the share went up insignificantly, by <1 pp.

Figure 1. Poland’s total and services exports to the world markets and to the EU in 2005–2015, USD million.
Note: Service industries also include construction services.
Data source: OECD TiVA database, data extracted in March 2019.
3 In January 2014, the European Commission submitted a project of a liberal services directive, in which introducing the
principle of “the country of origin” was proposed. It would mean the opportunity of providing a service at lower prices
than those adopted in the country where the service is provided, if the labor costs were lower in the country of origin. This
proposal was not accepted by some countries because it could pose a threat of social dumping; see M. Czermińska (2015),
Rynek usług bez barier w Unii Europejskiej – działania na rzecz jego realizacji, Unia Europejska.pl, No 4 (233).
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In the same period, the growth rate of Polish exports of services, at 112%, exceeded that noted for Poland’s
total exports by 4.7 pps. In 2015, the EU’s share in Poland’s total and services exports was 70%, i.e., 2.8 and
2.5 pps, respectively, below the 2005 levels. In the period covered, the share of the EU Member States in
Polish exports of services was the highest in 2009 and the lowest in 2013, at 73.5% and 67.9%, respectively.
The decline in the proportion of the internal market in Polish exports was due to a lower growth rate of
the value of goods and services supplied to the internal market in comparison with Poland’s total exports.
In the case of all industries, the difference was 8.1 pps, whereas for service industries, the gap noted was
7.4 pps. There is no doubt that the similarity of the curves in Figure 1 results from a disproportionately high
intra-EU share in Polish trade (total and services). The decrease in dynamics was mainly due to changes
in aggregate demand. The strongest decline in 2009 was associated with the global crisis. The economic
slowdown in the euro area was particularly important from the point of view of the Polish economy
[Mucha-Leszko, 2016].
Two reasons described in the literature [see, e.g., Hoekman, 2015], which are not macroeconomic but
structural, should be mentioned. First of all, international trade is shaped under the influence of changes
in national policy toward stronger protection of domestic jobs. In the services sector, this is demonstrated
by the national regulatory barriers described in the previous section, which do not meet the requirements of
the rules introduced by the Services Directive. This factor will be further strengthened in the coming years
due to the recent changes in the EU rules on the posting of workers, including the 2018 Directive 2018/957/
EU [European Commission, 2019].
Secondly, economists point to the depletion of the development of global value chains [Haugh et al.,
2016]. This factor is important because the largest slowdown, in absolute values, since

2011, has been
recorded by the value chains of EU countries [Ferrantino and Taglioni, 2014]. Considering the changes over
time of the index of Poland’s integration into the internal market, it can be concluded that Polish supplies
of services to the internal market are relatively resistant to cyclical factors.
The balance of payments remains a source of more recent data on trade in services. The geographical
structure of this trade for Poland in terms of both credit and debit transactions is presented in Figures 2 and
3. Moreover, these data confirm the trend observed on the basis of TiVA, but only when it comes to Polish
exports of commercial services (Figure 2). Between 2005 and 2017, this proportion dropped by 6.4 pps,
from 75.2% to 68.9%. These changes stemmed from less dynamic development of Polish supplies to the EU
markets as compared to those of the rest of the world.
In contrast to exports, there was a slight increase in the share of trade with the EU partners with regard
to Polish imports of commercial services (Figure 3). Between 2005 and 2017, that proportion augmented by

Figure 2. Changes in geographical composition of Polish exports of commercial services over the years 2005–2017.
Source: Author’s calculations based on the WTO data, accessed in March 2019.
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1.9 pps, from 77.3% to 79.1%. In the period under analysis, deliveries of commercial services from the EU
markets increased more dynamically than imports from the remainder of the world.
The composition of this trade by type may be the source of the difference in the trend regarding
geographical structure between the credit and debit sides of commercial services transactions with the
participation of Poland. The second reason for the changes described above may be related to Poland’s
involvement in global value chains. We will return to both issues later in the discussion.
It is also worth pointing out that services are exported as inputs into manufacturing exports. In Poland,
this share was 34% in 2016, at the same level as 11 years earlier (Figure 4). Simultaneously, there were
changes in the proportions between the foreign and domestic value-added (DVA) contents of exports. The
input of foreign services into manufacturing exports grew by 2 pps. The value corresponded to the fall
in the content of domestic services. It further strengthened the already high service import intensity of
manufacturing exports (from 38% to 44%).

Figure 3. Changes in geographical composition of Polish imports of commercial services over the years 2005–2017.
Source: Author’s calculations based on the WTO data, accessed in March 2019.

Figure 4. Services value added embodied in Polish manufacturing exports, 2005–2016, %.
Data source: OECD TiVA database, data extracted in March 2019.
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4 Poland’s participation in global value chains
The first conclusion that comes after the analysis of Figure 5 is that the import intensity of Polish exports
of services (foreign value-added [FVA] content) is distinctly lower. In 2016, DVA represented over 85%, 12.3
pps more than the respective share for total exports (Figure 5). In addition, in contrast to total exports
again, in services exports, the FVA content was lower for Poland than for the EU as a whole. However, the
picture was different for individual EU Member States. The majority of the EU Member States whose services
exports exceeded Poland’s service exports in 2016 recorded lower FVA embodied in their services exports in
the period in question; these were as follows: Germany, the UK, France, Italy, and Spain. The highest FVA
content characterized the services exports by Luxembourg, Malta, and Ireland. The specialization of these
countries in services enables a high degree of trade internationalization, i.e., in the case of Luxembourg,
financial services; in the case of Malta, personal, cultural, and recreational services; professional and
management consulting services, and financial services; and for Ireland, telecommunications, as well as
computer and information services [WTO, 2019].
The share of DVA embodied in services exports of most of the EU Member States showed minor changes
over the period covered (Figure 6). In Poland, it dropped by 1.4 pps between 2005 and 2016. In the period
under analysis, increased participation in global value chains characterized the majority of the EU Member
States, with the exception of Bulgaria, Croatia, Spain, Greece, Sweden, and Latvia.
Involvement in upward linkages in value chains increased the most in the above-mentioned EU Member
States, characterized by the highest degree of integration into international production networks, i.e., in
Ireland (16 pps), Malta (13.2 pps), and Luxembourg (8.9 pps).
Regarding downward linkages, in the period of Polish membership of the EU, Poland’s engagement in
global value chains also showed a mild increase (Figure 7). In 2016, Polish value added embodied in exports
of other countries went up by 1 pp against that in 2005. In the UK, the country to note the most significant
change in this context, the share of DVA in foreign services exports increased by 2.6 pps. Only Malta, Latvia,
Greece, and Bulgaria decreased their downward linkages in value chains.
Figure 8 illustrates Poland’s participation in global value chains in the service sector, showing both the
FVA embodied in Polish services exports and the Polish DVA content of exports by other countries over the
years 2005–2015. It follows from the observation of these developments over the past few years that they
were rather insignificant and varied in direction.
The most significant decline in Poland’s participation was noted in 2009 when the share dropped by
<2 pps. An equally limited (~2 pps) increase in Poland’s involvement in global value chains was observed

Figure 5. Share of domestic value-added content of total and services exports in Poland and in the EU, 2005–2016, %.
Source: OECD TiVA database, data extracted in March 2019.



EU internal market for services: Poland

11

Figure 6. Percentage change in domestic value added in gross service exports in EU Member States, 2016 against 2005.
Source: Author’s elaboration based on OECD TiVA database; data extracted in March 2019.

Figure 7. Percentage change in domestic value added embodied in foreign exports in EU Member States, 2016 against 2005.
Source: Same as in Figure 4.

between 2005 and 2015, as a result of growth in both the FVA content of Polish services exports and the
Polish value added embodied in exports by other countries.
When comparing Poland’s participation in global value chains in the services sector with the situation
in other EU Member States, one may observe that Poland ranks among the countries characterized by
the lowest shares, <20%, and that the group includes a number of countries: 10 other EU Member States
apart from Poland (Figure 9). There are as many countries whose upward and downward linkages in value
chains in the service sector range between 20% and 30%. The lowest number of EU Member States show
involvement >30%, i.e., Luxembourg, Malta, Ireland, Denmark, Cyprus, and Belgium; with regard to the
first three countries, their participation exceeds 50% of their gross exports.
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Figure 8. Poland’s participation in global value chains, services exports, 2005–2016, % of gross exports.
Note: FVA = foreign value added embodied in exports; DVA = domestic value added embodied in foreign exports.
Source: Same as in Figure 3.

Figure 9. Participation of EU Member States in global value chains, services exports, 2015, % of gross exports.
Source: Same as in Figure 4.

The analysis shows that, although Poland’s involvement in international supply chains increased in
the 11 years studied, this increase was irregular and relatively small. Therefore, although it may partly
explain the changes in Poland’s integration with the EU service market, this factor has played a relatively
limited role to date.

5 Trade in services between Poland and the EU by type of service
As we noted already, the changes in the intensity of Poland’s integration into the EU services market may
also be explained by changes in the types of services traded between Poland and other EU countries. The
structure by type of service also affects the economic importance of services trade for Poland. It is desirable
to specialize in industries generating the most value added and showing the greatest potential for growth.
Four service industries accounted for 81% of the value of Polish deliveries to the internal market:
transport, other business services, travel, telecommunications, as well as computer and information services
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(Figure 10). The same industries dominated Poland’s total exports of commercial services (Figure 11). In
both cases, two traditional industries – transport and travel – represented nearly half of the value of exports
but supplies to the internal market were characterized by 5 pps higher/lower shares of transport and travel
services, respectively.

Figure 10. Polish deliveries of commercial services to the EU Member States’ markets in 2017, %.
Source: WTO data, accessed in March 2019.

Figure 11. Polish exports of commercial services by type in 2017, %.
Source: WTO data, accessed in March 2019.
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Transport accounted for almost one-third of the value of Polish deliveries to the EU markets. In terms of
value, it was followed by “other business services”.
Although the traditional industries continued to dominate Polish supplies of services to the EU markets,
their total share dropped in 2005–2017, only due to a decrease in the item “travel” (Figure 12). It was the most
abrupt fall, by 17.4 pps. In the same period, the share of “transport” increased by 3.3 pps. The most buoyant
growth in share was noted in the case of telecommunications, computer and information services, as well
as other business services, by 7.3 and 7.2 pps, respectively. The former industry was characterized by the
highest growth rate of 1036.6% in the period covered. The five fastest-growing industries also included the
following: personal, cultural, and recreational services; charges for the use of intellectual property n.i.e.;
financial services and other business services.
In the group of other business services, comprising three industries – i.e. research and development
services, professional and management consulting services, as well as technical, trade-related, and other
business services – the most significant increase in share was observed for professional and management
consulting services (Figure 13). In 2016, they accounted for 54.1% of the value of Polish supplies to the
internal market of other business services, 25.4 pps more than in 2005. In the period in question, there was
also an increase, even if limited, i.e., by 2.3 pps, in the share of research and development services. The
proportion of technical, trade-related, and other business services showed a decrease by 27.8pps. It must
be emphasized that the changes in structure were accompanied by a positive growth rate of the last-listed
industry, at 108%. The growth rates for the other two industries were 5.4 and 3.6 times higher, respectively.
Exports to non-EU countries were characterized by the same direction of changes in type of service. At
the same time, the growth rates of exports of specific business services were higher in the case of third
countries. In particular, this trend was observed for research and development services, characterized by
the highest growth rate of 1131.3% in the period covered.
The same service industries dominated EU deliveries to the Polish market. Their share was similar, i.e.,
1 pp higher, at 82% in 2017 (Figure 14). However, in contrast to supplies from Poland, EU deliveries to Poland
were characterized by a greater proportion (by 4 pps) of “other business services” – the top performer

Figure 12. Deliveries of commercial services from Poland to the EU Member States’ markets by type in 2005–2017, %.
Source: WTO data, accessed in March 2019.
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in terms of share in the structure by type of supplies of commercial services to the Polish market from
the EU Member States – an even higher share of “travel” (by 8 pps) and a markedly lower proportion of
“transport” (by 10 pps). Furthermore, higher shares were observed for the following items: charges for the
use of intellectual property n.i.e. and manufacturing services on physical inputs owned by others, by 6
and 5 pps, respectively. At the same time, lower proportions were recorded for manufacturing services on
physical inputs owned by others and construction (by 5 and 3 pps, respectively).

Figure 13. Changes in the geographical composition and structure by type of Polish exports of other business services in
2005–2016.
Source: WTO data, accessed in March 2019.

Figure 14. Deliveries of commercial services to the Polish market from the EU Member States in 2017, %.
Source: WTO data, accessed in March 2019.
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In 2017, the structure by type of Poland’s total imports of commercial services was similar to that of EU
supplies to Poland, which resulted from the domination of the latter in the geographical composition of
Polish imports of commercial services (Figure 15). As indicated above, the geographical concentration of
Polish imports of commercial services on markets of the other EU Member States was high, at 79%, in 2017.
The share of the EU Member States in Polish exports was 10 pps lower.
As in the case of Polish exports of commercial services, in the period 2005–2017, the traditional
industries lost in importance in Polish imports, also exclusively due to a decline in the share of the “travel”
item (Figure 16). In this case, the fall was the steepest as well, by 13 pps. In the same period, the proportion
of “transport” showed a slight increase, by 0.9 pp. Again, as in the case of exports, the most significant
increase in share was noted for other business services, as well as for telecommunications, computer and
information services, by 5.5 and 4 pps, respectively. In the period under analysis, the highest growth rate
of 3121.1% characterized deliveries of maintenance and repair services. Furthermore, while discussing the
developments in the structure of Polish exports of commercial services, a robust increase was also observed
for supplies to the Polish market from the industries mentioned above and, additionally, for manufacturing
services on physical inputs owned by others.
Changes in the structure by type of imports of other business services were similar to those described
above with regard to exports (Figure 17). Thus, there was a distinct increase in the share of professional and
management consulting services (by 25.2 pps) at the expense of technical, trade-related, and other business
services (–26.3 pps). The same direction of change, but more abrupt, characterized the imports from non-EU
countries. In contrast to exports, the growth rates of imports in particular sectors of other business services
were higher in the case of supplies from EU partners than of those from non-EU ones. Between 2005 and
2016, the highest increase was noted for professional and management consulting services.

Personal, cultural,
and recreational
services
2%

Manufacturing
services on physical
inputs owned by
others
1%

Other business
services
25%

Telecommunications,
computer, and
information services
10%
Charges for the use
of intellectual
Financial services
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Construction
3%
8%
1%
Insurance and
pension services
2%
Figure 15. Polish imports of commercial services by type in 2017, %.
Source: WTO data, accessed in March 2019.
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Figure 16. Deliveries of commercial services to the Polish market from the EU Member States in 2005–2017, %.
Source: WTO data, accessed in March 2019.

Figure 17. Changes in the geographical composition and structure by type of Polish imports of other business services in
2005–2016.
Source: WTO data, accessed in March 2019.

An analysis of data from an experimental study conducted in EU-15 countries in 2017 [Eurostat,
2017], which looked at services trade by enterprise characteristics (STEC) could shed additional light. The
weakness of this analysis is that the data for Poland date back to 2011. According to Eurostat STEC data,
large enterprises (>250 people) had the largest share in Polish trade in services (49% of exports and 61% of
imports) and those owned by foreign entities (61% of exports and 74% of imports). One may, thus, conclude
that services trade dynamics and its structure, both by destination and type, particularly as regards
imports, are therefore largely determined by the commercial presence of foreign investors. According to
Polish Central Bank data [Polish Investment and Trade Agency (PAIH), 2019], the vast majority of foreign
capital comes from EU countries (90% in 2017).
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It should be noted that the development of digital, information, and telecommunication technologies
has been an important factor in the development of trade in services. It has caused an increase in trade
in services based on these technologies [WTO, 2019]. This trend characterizes the majority of commercial
service industries that can be provided under General Agreement on Trade in Services (GATS) Mode 1. Such
services include, in particular, the majority of services falling under the category “other business services”.

6 Summary and conclusions
During the 15 years of Poland’s membership in the EU, the effect of the “common market” in Polish trade
in services is hardly visible. This situation is no exception in the EU. Despite all actions undertaken so far
in the EU, the integration of the market for services is on a lower level than of the market for goods. The
fragmentation of domestic regulations, which in the case of cross-border services means the necessity of
bearing additional costs of their compliance, remains an important challenge. There still exist barriers to
providing certain services, such as requirements in terms of professional qualifications or imposing limits
concerning the number of service providers on the market.
The key actions in the field of services covered by the Services Directive concern its full implementation,
elimination of double regulatory burdens, as well as assessment of whether the restrictions on providing
services are justified and whether the public interest can be protected while using less-restrictive measures.
In Poland, the majority of barriers in the services sector have only partially been reduced by the Services
Directive, including sectors with a significant economic weight – construction, retail, and tourism, whereas
for some business services, such as tax advisory and legal services, a number of barriers still fully remain.
As a result, for more than a decade of Poland’s EU membership, the share of the EU Member States in
Polish trade in commercial services showed a minor increase, by 1.9 pps, only with regard to deliveries to
Poland. As far as Polish exports of these services are concerned, the proportion of EU partners declined by
6.4 pps. It must be stressed that changes in the geographical composition were observed under conditions
of rising trade flows in all directions.
On the one hand, these developments were relatively limited due to the still high concentration of
Polish trade in services on the internal market. Thus, in 2017, the shares of EU Member States in Polish
exports and imports of commercial services were 68.9% and 79.1%, respectively. On the other hand, the
period covered witnessed a widening gap in the degree of Poland’s integration into the internal market for
services between the import and export sides of these linkages.
It did not stem from Poland’s greater participation in “forward” linkages within international value
chains. It follows from the analysis that the limited – ~2 pps – increase in Poland’s involvement in global
value chains, observed between 2005 and 2015, resulted from growth in both the FVA content of Polish
services exports and the Polish value added embodied in exports by other countries. In general, as far as the
service sector is concerned, Poland’s participation in global value chains is relatively limited, <20%. Poland
is no exception in that regard as few EU Member States have shares exceeding 30%.
The rising imbalance regarding Poland’s participation in the internal market for services results,
inter alia, from the trade structure by type of service. Polish trade is dominated by traditional services.
In 2017, they accounted for nearly half of the value of trade in services in the internal market. Transport
represented almost one-third of the value of Polish deliveries to the EU markets and that share rose by
3.3 pps in the period covered. Simultaneously, the EU mostly supplied “other business services” to the
Polish market.
But the most significant growth in share, in both Polish deliveries of commercial services to the EU
Member States and EU supplies to the Polish market, was noted in the case of telecommunications, computer
and information services, as well as of professional and management consulting services from the group of
“other business services”. Behind these changes, we can find factors of both macroeconomic and structural
nature. One of the main factors is the development of cross-border trade based on new technologies. The
greater the importance of these factors, the more limited is the effect of the EU actions to reduce regulatory
barriers in services trade.
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sekularnej stagnacji, Prace Naukowe Uniwersytetu Ekonomicznego we Wrocławiu, No 449, 436–449.
PAIH. (2019), Inwestycje zagraniczne, retrieved from https://www.paih.gov.pl/polska_w_liczbach/inwestycje_zagraniczne,
dostęp listopad 2019 r.
Productivity Commission. (2015), Barriers to Growth in Service Exports, Research Report, Canberra, retrieved from https://
www.pc.gov.au/inquiries/completed/service-exports/report/service-exports.pdf, dostęp listopad 2019.
Rouzet, D., Nordas, H., Gonzales, F., Grosso, M., Lejarraga, I., Miroudot, S., Ueno, A. (2014), Services Trade Restrictiveness
Index (STRI): Financial Services, OECD Trade Policy Papers no. 175, OECD Publishing, Paris, retrieved from www.oecd.
org/officialdocuments/publicdisplaydocumentpdf/?cote=TAD/TC/WP(2012)13/FINAL&docLanguage=En, dostęp listopad
2019.
Services Directive 2006/123/EC of the European Parliament and of the Council of 12 December 2006.
Szypulewska-Porczyńska, A. (2012), Rynek wewnętrzny usług w UE; stan i skutki wdrożenia Dyrektywy Usługowej (I), Unia
Europejska.pl Nr 5.
Szypulewska-Porczyńska, A. (2013), Budowa rynku wewnętrznego usług w Unii Europejskiej, Oficyna Wydawnicza Szkoła
Główna Handlowa w Warszawie, Warszawa.
Viner, J. (1950), The customs union issue, Carnegie Endowment for International Peace.
Waelbroeck, J. (1964), Le Commerce de la Communauté Européenne avec les Pays Tiers, in: H. Brugmans (ed.), Intégration
Européene et Réalité Economique, Bruges.
WTO. (2019), The future of services trade, World Trade Report.

International Journal of Management and Economics 2020; 56(1): 20–30

Empirical Paper
Edward Molendowski*, Wojciech Polan

Poland in the single European market—
changes in the similarity of import and
export structures in comparison with the
EU-10 countries in 2004–20171
https://doi.org/10.2478/ijme-2020-0002
Received May 03, 2019; accepted December 31, 2019

Abstract: It is a common knowledge that the eastern enlargement of the European Union (EU) was an
extremely important undertaking for both the New Member States (EU-10) and the “old Union” countries
(EU-15). One of the most important effects was significant acceleration of the devel-opment of mutual trade
links, including changes in their commodity structure. In the study presented in this article, we attempted
to verify the hypothesis whether, as a consequence of the eastern enlargement, the EU-10 and EU-15 markets
were increasingly treated by the exporters and importers from Poland as a single market. In analyzing
changes in the similarity of import and export structures, we calculated “Euclidean distance” (in 2004–
2017), the measure based on absolute differences of individual structure indices. We compared the results
for Poland with the other New Member States operating on the single European market. We found that for
more than a dozen years Polish exporters and importers have contributed to the increasing similarity of the
structures of their respective countries’ trade and the EU patterns mostly shaped by the EU-15. The results
reflect the ongoing unification of the foreign trade system and its arrangement toward the recognition of
both areas as a single market.
Keywords: effects of EU membership, Poland, Visegrad Group, Poland against the backdrop of the Visegrad
Group countries, New Member States, EU-10 countries
JEL Classification: E2, E6, F4, F5

1 Introduction and literature review
The eastern enlargement of the European Union (EU) still remains a major issue addressed by researchers
in that region. It is emphasized that the adoption of new rules by the EU-10 countries, applicable in the
single European market (SEM) in connection with accession, is one of the most important determinants
of changes in the structure of their exports and imports [Zaghini, 2005; Molendowski, 2007; Czarny and
Śledziewska, 2009; Polan, 2010]. The accession of the EU-10 countries into the EU has been a driving force
behind the significant dynamism of trade flows. The reduction in trade costs associated with the process
of the EU regional integration enhanced the segmentation of production processes that improved further
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exploitation of comparative advantages and location and the production of new goods [Martinez-Zarzoso
et al., 2015].
Authors of advanced studies of the commodity trade structure tend to focus on investigating export
flows. In the case of analyses of the concentration and similarity of structures, researchers mostly
use measures such as the share of major commodity groups in total trade, the Gini coefficient, or the
Herfindahl–Hirschman index [NBP, 2014b]. A crucial component of the contribution of this article
presented to scientific development is supplementing background knowledge with import flows. The
inclusion of such flows is important (particularly in the case of studies of structural competitiveness2 of
the economies of countries engaged in the process of integration at such an advanced stage as that of the
common market) because they allow to carry out in-depth examination of integration effects. At the same
time, the use of the “Euclidean distance” index in the analysis bridges the research gap, broadening the
range of commonly used measures.
It seems that an important addition to previous publications on this subject may be the presentation of
findings from the analysis of changes in the dynamics and transformations in the structure of Polish foreign
trade in relations with the EU-10 countries and the EU-15 in 2004–2017.
The analysis attempts to investigate the hypothesis whether, as a consequence of the eastern
enlargement, the EU-10 and EU-15 markets were increasingly treated by the exporters and importers from
Poland as a single market. The assumption adopted is that an important element of this analysis may be to
identify the main trends observed in Poland and in the EU-10 countries, which became full members of the
EU together with Poland (in 2004 or 2007).3
The analysis focuses on determining the distance between structures using the selected similarity
measure. The metric applied is the “Euclidean distance,” a measure from the group of indicators based on
absolute individual structure differences. This study is based on foreign trade data published by Eurostat,
according to the homogeneous trade classification (combined nomenclature [CN]) of exports and imports
of the countries covered in 2004–2017 at the four-digit level of aggregation.
The presented analysis as a whole closes with conclusions and final remarks.

2 The new rules of trade after EU accession
For Poland and the other EU-10 countries, joining the EU meant, among other things, an essential change of
previous principles and rules of trade with all partners. It primarily resulted from the adoption of the whole
of acquis communautaire in the areas of the “free movement of goods” and the “customs union” applied by
the EU-15.
Poland’s foreign trade policy rules were significantly harmonized with those of the common commercial
policy of the EU even before EU accession. Under the Europe agreements, trade in industrial goods was
almost fully liberalized. In the early 2000s, agreements were concluded to liberalize agricultural trade. In
relations with third countries (other than the EU-15), in the 1990s, a number of free trade (or preferential
trade) agreements were signed with countries that had entered into such agreements with the Community
earlier. After accession, they became adjusted with the requirements of the EU common commercial policy
[Kawecka-Wyrzykowska, 2004, pp. 88–91].
The adoption of the Community principle of the free movement of goods in relations with the EU-15 and
the EU-10 countries involved the following:
• the abolition of customs duties and any charges having an equivalent effect,
• the elimination of all types of quantitative restrictions (quotas and ceilings),
2 Structural competitiveness is the characteristic of an economy defined as non-price competitiveness. It relies on high quality,
modern technology, and the differentiation of products and services offered. It is the basis for the new model of economic development and determines long-term success of a country in international markets. For more on this subject, see Jeliński [2015,
pp. 13–28] and NBP [2014a].
3 In the presented study, the EU-10 countries are the New Member States (from the 2004 and 2007 enlargements) without Malta
and Cyprus (due to their specific characteristics distinguishing those countries from the whole group).
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the abolition of antidumping measures applicable before accession, and
the removal of physical, technical, and fiscal barriers related to crossing borders: border and customs
controls, provisions regarding technical requirements for goods, and differentiated systems for the
taxation of goods [Kawecka-Wyrzykowska, 2016, pp. 197–209].

For Poland (and for the other EU-10 countries), EU accession involved a change of the rules and
conditions of trade, both with the EU-15 and in their mutual relations. Those decisions resulted in the
following:
• the inclusion of the EU-10 countries in the internal single market of the EU (with the free movement
of goods and services and harmonized regulations concerning technical requirements for
products) and
• the adoption by the EU-10 countries of all the principles, rules, and instruments of the EU common
commercial policy for third countries (the common customs tariff, nontariff tools, and the system of
trade agreements with non-EU partners) [Molendowski, 2012, pp. 177–182].

3 Analysis method
This study is based on foreign trade data published by Eurostat, according to the homogeneous trade
classification (CN) of exports and imports of the countries covered in 2004–2017 at the four-digit level of
aggregation. It served to determine the shares of ca. 1,630 commodity groups in the composition of their
exports and imports in each year of the period in question.
At the first stage of the analysis, the calculation procedures performed resulted in a uniform commodity
classification of exports and imports of Poland (and of the other EU-10 countries) in relations with the
EU-10 and the EU-15 in 2004–2017, broken down into headings (four-digit codes) of the customs tariff. It
allowed to identify the structure of the commodity groups covered in particular years of the period under
examination. The obtained analytical data on exports and imports of the countries in question in relations
with the EU-10 and the EU-15 served as material for examination to formulate and verify the research
hypotheses adopted.
For the purpose of facilitating further analysis, sets of data matrices were built with regard to the trade
of Poland and the other EU-10 countries:
• with the EU-10 and
• with the EU-15.
The above relations are illustrated in Figure 1.
At the next stage of the analysis, seeking to find an answer to the question whether, in subsequent
years of the period covered, the structure of exports and imports of Poland (and of other countries
under examination) to and from the EU-10 was increasingly similar or different from the composition
of their exports and imports to and from the EU-15, and distances between those structures were
studied with the use of appropriate similarity measures. The metric applied is the main measure from
the group of indicators based on absolute differences of individual structure indices: the “Euclidean
distance.”4
In order to calculate Euclidean distance “ej” (for subsequent years of the period 2004–2017) between
the corresponding columns of specific pairs of matrices, the following formula was used:
1

2
 1,632
2
ej =
α ij − βij  

 i=1

∑

(1)

4 In the Polish literature, such a method for analyzing changes in the trade structure was first presented by Czubek and
Molendowski [2005, pp. 27–33].
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Figure 1. Countries covered by the analysis of increasing similarity of foreign trade structures.
Source: Authors’ own study based on Molendowski and Polan [2012, p. 34].

where aij means the share of a commodity defined by its CN-4 code in exports (or imports) of a country to the
EU-15, bij means the share of a commodity defined by its CN-4 code in exports (or imports) of a country to the
EU-10, i is headings of the customs tariff at the four-digit level of disaggregation, and j is particular years for
the period 2004–2017 for which specific “Euclidean distance” values were calculated.
The structure distance index “ej” measured with the use of the above-mentioned formula takes values
from 0 to 1. The closer to “0” the values are, the more similar the structures under examination; in contrast,
the closer to 1, the greater the degree of dissimilarity between those structures (ej = 0 if the structures
analyzed are identical, whereas ej = 1 if the structures are completely different) [Zeliaś, 1988, pp. 169–173].
The results of the calculations of similarity indices according to the “Euclidean distance” between
particular structures are presented in Tables 1 and 2 and interpreted graphically in Figures 2 and 3.

4 C
 hanges in the similarity of the commodity structures of
Polish exports in relations with the EU-10 and the EU-15
In 2004–2017, both in Poland and in the EU-10 as a whole, exports showed a marked increase—particularly
in mutual trade, whereas their growth rate in relations with the EU-15 was lower than that in total trade.
The foreign sales of the EU-10 went up particularly fast in the first years after EU accession. Therefore, the
countries concerned had used the period of preparations for EU membership to stimulate their trade links
with their future EU partners.5
There were also significant changes in the commodity structure of trade with major trading partners. It
follows from the analysis of the structure similarity indices (cf. Table 1) that in 2004–2017 the structure of
Polish exports to the EU-10 became distinctly more similar to that of exports to the EU-15. A similar trend,
even though with a varying course, was observed for both the Visegrad (V4) Group countries and the other
EU-10 countries.
In 2004—the first year of EU membership—the similarity index for the structures of Polish exports
to the EU-10 and the EU-15 was 0.098. It means that those structures were already relatively similar.
5 For more on the subject, see Molendowski [2012, pp. 176–199].
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Table 1. Similarity indices of the commodity structure of Poland’s exports (according to the Euclidean distance) to the EU-10
and the EU-15 in 2004–2017 (as compared with the rest of the EU-10)
Year
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
Mean*
2017–2004
change

PL

BG

CZ

EE

HU

LT

LV

RO

SI

SK

Mean**

0.098
0.083
0.090
0.077
0.077
0.107
0.098
0.087
0.076
0.067
0.063
0.058
0.055
0.053
0.078

0.170
0.130
0.124
0.161
0.119
0.106
0.111
0.126
0.121
0.125
0.117
0.116
0.109
0.128
0.126

0.092
0.084
0.082
0.075
0.079
0.096
0.095
0.094
0.091
0.080
0.082
0.082
0.072
0.069
0.084

0.160
0.184
0.211
0.204
0.168
0.132
0.171
0.202
0.216
0.213
0.224
0.193
0.170
0.152
0.186

0.103
0.086
0.084
0.075
0.075
0.096
0.097
0.106
0.093
0.100
0.112
0.112
0.101
0.087
0.095

0.203
0.167
0.151
0.185
0.094
0.170
0.118
0.129
0.161
0.172
0.152
0.176
0.169
0.174
0.159

0.276
0.245
0.216
0.203
0.149
0.152
0.166
0.165
0.168
0.174
0.175
0.175
0.159
0.141
0.183

0.139
0.162
0.148
0.137
0.138
0.129
0.123
0.107
0.094
0.094
0.091
0.083
0.074
0.074
0.114

0.179
0.179
0.168
0.144
0.138
0.170
0.169
0.153
0.134
0.130
0.130
0.123
0.108
0.097
0.144

0.182
0.175
0.195
0.209
0.194
0.188
0.179
0.184
0.207
0.214
0.219
0.224
0.230
0.220
0.201

0.160
0.149
0.147
0.147
0.123
0.135
0.133
0.135
0.136
0.137
0.137
0.134
0.125
0.119
0.137

−0.045

−0.042

−0.023

−0.007

−0.016

−0.028

−0.135

−0.066

−0.082

0.038

−0.041

The arithmetic mean of similarity indices for the country concerned throughout the period covered.

*

The arithmetic mean of similarity indices for the countries covered in the year in question.

**

Source: Own calculations based on data from the database: EasyComext—Eurostat—International Trade [online], http://epp.
eurostat.ec.europa.eu/newxtweb/.

Table 2. Similarity indices of the commodity structure of Poland’s imports (according to the Euclidean distance) from the EU-10
and the EU-15 in 2004–2017 (as compared with the rest of the EU-10)

2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
Mean*
2017–2004
change

PL

BG

CZ

EE

HU

LT

LV

RO

SI

SK

Mean**

0.096
0.100
0.081
0.072
0.072
0.081
0.078
0.079
0.077
0.081
0.073
0.067
0.069
0.071
0.078
−0.025

0.143
0.190
0.145
0.112
0.124
0.109
0.100
0.131
0.114
0.122
0.114
0.101
0.093
0.112
0.122
−0.031

0.107
0.102
0.093
0.084
0.084
0.081
0.085
0.079
0.078
0.074
0.073
0.074
0.078
0.080
0.084
−0.027

0.159
0.172
0.184
0.199
0.258
0.213
0.168
0.150
0.121
0.130
0.127
0.117
0.106
0.088
0.156
−0.071

0.100
0.105
0.110
0.097
0.097
0.095
0.113
0.101
0.092
0.088
0.094
0.091
0.081
0.080
0.096
−0.020

0.080
0.076
0.086
0.086
0.085
0.078
0.091
0.089
0.096
0.077
0.084
0.076
0.073
0.078
0.083
−0.002

0.147
0.140
0.127
0.125
0.158
0.129
0.094
0.127
0.132
0.117
0.078
0.082
0.085
0.098
0.117
−0.049

0.090
0.089
0.081
0.079
0.077
0.068
0.072
0.073
0.073
0.066
0.064
0.063
0.064
0.063
0.073
−0.027

0.092
0.093
0.081
0.092
0.082
0.088
0.075
0.071
0.071
0.064
0.078
0.084
0.072
0.074
0.080
−0.018

0.104
0.089
0.096
0.082
0.077
0.080
0.083
0.082
0.091
0.116
0.109
0.118
0.115
0.112
0.097
0.008

0.112
0.115
0.108
0.103
0.111
0.102
0.096
0.098
0.095
0.094
0.089
0.087
0.084
0.086
0.099
−0.026

The arithmetic mean of similarity indices for the country concerned throughout the period covered.
The arithmetic mean of similarity indices for the countries covered in the year in question.

*

**

Source: As in Table 1.

Approximately 90.2% of the commodity groups (at the level of four-digit CN codes) were exported to both
the EU-10 (especially the V4 countries) and the EU-15. It is worth emphasizing that the structure similarity
indices for the Czech Republic and Hungary were then similar with 0.092 and 0.103, respectively. The index
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Figure 2. Similarity indices of the commodity structure of Poland’s exports (according to the Euclidean distance) in relations
with the EU-10 and the EU-15 in 2004–2017 (as compared with the V4 countries and the EU-10).
Source: Author’s own study based on the data from Table 1.

Figure 3. Similarity indices of the commodity structure of Poland’s imports (according to the Euclidean distance) from the
EU-10 and the EU-15 in 2004–2017 (as compared with the rest of the EU-10).
Source: Author’s own study based on the data from Table 2.

was much higher (0.182) only in the case of Slovakia, which means that the country concerned only 81.8%
of the commodity groups were found in exports to both the EU-10 and the EU-15. Regarding the rest of the
EU-10, the indices were much higher, particularly for Latvia (0.276) and Lithuania (0.203). Thus, in addition
to the Czech Republic and Hungary, Poland already ranked among countries characterized by the most
similar commodity structures of exports to both the EU-10 and the EU-15.
Therefore, it is possible to state that as early as the first year of EU membership the structures of exports
of Poland (and of the other V4 countries) in relations with the EU-10 and the EU-15 were largely similar, to a
higher degree in the case of Poland, the Czech Republic, and Hungary, and ca. 10 pps lower for Slovakia. It
means that already in the pre-accession period exporters from Poland (as well as from the Czech Republic
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and Hungary) started to treat both the EU-10 and EU-15 markets in a similar way. It resulted, inter alia,
from various trade facilities introduced under the Europe agreements and the Central European Free
Trade Agreement (CEFTA). The agreements in question provided for similar schedules for the elimination
of trade barriers existing before their implementation and represented a major element of the process of
preparations for full membership of the EU and presence in the SEM. It is also worth stressing that even in
2000 those structures were significantly more differentiated [Polan, 2010, pp. 67–80].
It also follows from the data presented in Table 1 that in the first years after accession, until as late as
2008, the structures continued to converge (as clearly illustrated in Figure 2). Concerning the V4 countries,
the process was the most visible in Hungary, Poland, and the Czech Republic. The similarity indices
characteristic of those countries became closer to “0” by 2.8, 2.1, and 1.3 pps, respectively. However, an
opposite trend was noted in the case of Slovakia—the similarity index became more distant from the “0”
level by ca. 1.2 pps. It must be emphasized that for the whole V4 group the index became closer to “0” by
1.3 pps.
At the same time, in the EU-10 as a whole the index became closer to “0” by 3.7 pps. The trend was the
most evident in countries characterized by the least similar export structures in 2004, i.e., Latvia, Lithuania,
and Bulgaria. But despite that favorable trend the export structures in the non-V4 EU-10 continued to be
more differentiated in the trade relations under examination than in Poland, the Czech Republic, and
Hungary.
However, those positive developments were arrested in the period of the global economic crisis.6
Disadvantageous phenomena observed in the foreign trade of Poland and the other countries covered in
the wake of the crisis were also reflected in changed structures of their exports. Those movements were the
most evident in 2009. They consisted in the reversal of the previous trend of converging export structures
in relations with the EU-10 and the EU-15. In the year in question, the similarity index for Poland became
more distant from the 2008 level by 3 pps. A similar trend (although to a lesser degree) was also noted in the
case of Hungary (2.1 pps) and the Czech Republic (1.7 pps), whereas in Slovakia it was even more intensive
(3.2 pps). It is worth emphasizing that as early as 2010 that unfavorable trend stopped and the subsequent
years of the period covered (2011–2017) again witnessed increasing similarity of the analyzed structures of
Polish as well as Czech and Hungarian (from 2012) exports. Only in the case of Slovakia, following a minor
improvement in the index in 2010–2011, from 2012 to as late as 2016 its value became more and more distant
from “0,” whereas the export structures in both trade relations differentiated increasingly. The adverse
effects of the global crisis were also visible in the rest of the EU-10 (with the exception of Romania).
When comparing the situation at the beginning and at the end of the period covered, one must stress
that in 2004–2017 the commodity structure of Polish exports to the EU-10 became largely similar to the
corresponding composition of trade with the EU-15. Over that period, the similarity index improved by
4.5 pps, i.e., to a much greater degree than in the case of the Czech Republic (2.3 pps) and Hungary (0.1 pps).
It is also worth adding that in the whole period under investigation a more significant improvement in the
similarity of export structures was noted only in Romania (by 6.6 pps) than in Poland, whereas roughly the
same level was observed in Bulgaria (by 4.2 pps).
Therefore, Poland ranked among countries whose export structures in trade with the EU-10 and EU-15
showed the greatest convergence. In 2017, already more than 93% of commodity groups (according to CN-4
classification) were found in Polish exports to both the EU-10 and the EU-15.
Thus, it follows from the analysis of changes in the similarity of the commodity structure of exports of
Poland and of the rest of the Visegrad Group in relations with the EU-10 and the EU-15 that in 2004–2017
their convergence proceeded with varying intensity in individual countries. The greatest advancement in
the similarity of those structures was found in the case of Poland, followed by the Czech Republic and
Hungary. As compared with the EU-10 as a whole, the achievements of Poland in that regard must also be
considered among the most distinct.
6 For more on the global economic crisis and its consequences for Poland and the EU Member States, see inter alia: GarlińskaBielawska [2011, pp. 141–160]; Molendowski [2011, pp. 55–81]; Molendowski and Stanek [2012a,b, pp. 49–72]; Odrobina [2011,
pp. 102–123]; Pach-Gurgul [2011, pp. 82–101]; Pera [2011, pp. 187–213]: Stanek [2011, pp. 38–54]; and Stanek [2012, pp. 29–43].
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5 C
 hanges in the similarity of the commodity structures of Polish
imports in relations with the EU-10 and the EU-15
As confirmed by the analysis of the data presented in Table 2 (and illustrated in Figure 3), the period 2004–
2017 also (as the case of exports) witnessed growing similarity between the structure of Polish imports from
the EU-10 and that of imports from the EU-15 (the value of the Euclidean distance index dropped from 0.096
in 2004 to 0.078 in 2017).
It must be emphasized that as early as 2004 those structures were relatively close. As many as 90.4% of
commodity groups (according to CN-4 classification) were then found in Polish imports from both the EU-10
and the EU-15. It must be emphasized that the value of the structure similarity index for Poland was the
lowest among all the Visegrad Group countries. In the case of Hungary it was 0.100, whereas for the Czech
Republic and Slovakia the respective values were 0.107 and 0.104. It is also worth adding that those indices
were close to the level of Poland (and to those of the V4 countries) in the case of three other countries from
the EU-10: Lithuania (0.080), Romania (0.090), and Slovenia (0.092). As for the other three countries from
the EU-10 group, the structures under examination were more differentiated. The respective values of the
similarity indices were as follows: for Estonia—0.159, for Latvia—0.147, and for Bulgaria—0.143.
Therefore, one may argue that as early as the first year of EU membership the commodity structures of
Polish imports from the EU-10 and the EU-15 were largely close to one another (as in the case of exports).
A similar situation also took place in all the V4 countries and in three other countries from the EU-10 group.
It means that already in the pre-accession period Polish importers as well as those from the majority of
the EU-10 started to treat suppliers from both the EU-10 and the EU-15 in a similar way. It resulted from the
preparations for full membership of the EU that had begun as early as the mid-1990s (inter alia, under the
Europe agreements or the CEFTA).
It also follows from the data presented in Table 2 that in the first years after accession, until as late
as 2008, the structures continued to converge (as can be seen in Figure 3). The process was particularly
significant in the case of Poland (the similarity index became closer to “0” by 2.4 pps). A similar trend also
occurred in the other Visegrad Group countries. The similarity indices became closer to “0” even by 2.7 pps
in the case of Slovakia, for the Czech Republic by 2.3 pps; only in Hungary the trend did not materialize
(as the similarity index became closer by 0.3 pps). Concerning the rest of the EU-10, the trend was not as
unambiguous. Some of those countries even experienced growing differences in the similarity structure by
9.9 pps in the case of Estonia or by 1.1 pps for Latvia. It is clearly illustrated in Figure 3.
The global economic crisis had no unequivocal effect—as observed in the case of exports—on differences
in the commodity structure of imports.
In the case of Poland, the changes noted in 2009 consisted in the reversal of the previous trend of
converging import structures in relations with the EU-10 and the EU-15. In the year in question, the similarity
index for Poland became more distant from “0” by ca. 1 pps against the 2008 level. A similar trend (although
to a lesser degree) was only observed in the case of Slovakia. As for the Czech Republic and Hungary, the
reversal of the previous trends was not seen until 2010. It is also worth stressing that in 2009–2010 Estonia,
Latvia, and Bulgaria even experienced greater similarity of the trade structures under analysis.
In subsequent years (from 2010 in Poland and from 2011 in the case of other countries), the structures
examined began to converge again. But the rate of the convergence of those structures was already much
lower than before the crisis.
When comparing the situation in the first year of membership and at the end of the period covered,
one must emphasize that in 2004–2017 the commodity structure of Polish imports from the EU-10 became
largely similar to the corresponding composition of trade with the EU-15. Similar changes were also observed
in other V4 countries (with the exception of Slovakia). The structure similarity index became closer to “0”
in the case of Poland by 2.5 pps, for the Czech Republic by 2.7 pps, whereas for Hungary it was by 2.0 pps.
At the same time, in the case of Slovakia it became more distant by 0.8 pps. Slovakia was the only country
in the EU-10 as a whole where the structures of imports from the EU-10 and EU-15 were more differentiated in
2017 than in 2004. It must be emphasized that in 2017 approximately 92.9% of commodity groups (according
to CN-4 classification) were found in Polish imports from both the EU-10 and the EU-15 (in exports—93.2%).
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It is worth adding that in the period covered the countries that were most successful in bringing their
import structures closer were those characterized by the greatest relative differentiation of those structures
at the beginning of the period in question: Estonia, Latvia, and Bulgaria.
Therefore, it follows from the analysis of changes in the similarity of the structure of imports of Poland
and of the rest of the Visegrad Group (with the exception of Slovakia) in trade with the EU-10 and the
EU-15 that the period 2004–2017 saw their convergence. It proceeded with varying intensity in individual
countries. The greatest advancement in the similarity of those structures was found in the case of the Czech
Republic, followed by Poland and Hungary. Concerning most of the rest of the EU-10, in the period covered
the structures became closer as well.
The trends described earlier demonstrate that importers from Poland and the other V4 countries and
from the EU-10 whose transactions influenced the structure of imports increasingly took the opportunity to
purchase similar products in both the EU-10 and the EU-15 markets.

6 Summary and conclusions
As demonstrated by the analysis of changes in the structures of exports and imports of Poland and of the
rest of the EU-10 countries, the ongoing liberalization of trade between those countries in the pre-accession
period and in the first years of membership of the EU was largely correlated with similar processes in their
relations with the EU-15. In the period under examination (2004–2017), it brought about convergence of the
commodity structures of Polish imports from and exports to partners from both the EU-10 and the EU-15.
The trends described in this article result from factors such as differentiated intensity of the processes
of the liberalization of Poland’s foreign trade with the EU-10 and the EU-15. Joining the EU involved the
adoption of uniform rules of trade with the EU-10 and with the EU-15. Furthermore, on May 1, 2004, all
the previously existing barriers were removed. Therefore, it created favorable conditions for continued
convergence of trade structures in relations with the EU-10 and the EU-15.
It is worth emphasizing that the period covered also witnessed marked convergence of the structures
of Poland’s exports and imports in relations with the EU-10 and the corresponding structures characteristic
of trade with the EU-15. The convergence was more distinct in exports than in imports. It is attributable to
greater opening up of the EU-10 markets for their export products together with ongoing liberalization,
which built a basis for increasing similarity of the export structures under analysis. However, it is worth
emphasizing that Polish producers and exporters took advantage of the changed trade conditions to a much
greater degree resulting from EU accession than their partners from the other Visegrad Group countries and
the new Member States. The differentiated intensity of the processes of the liberalization of Poland’s foreign
trade with the EU-10 and the EU-15 influenced important trends in the development of trade links before
and after accession [Kawecka-Wyrzykowska et al., 2017, pp. 64-68]. Joining the EU involved the adoption
of uniform rules of trade with the EU-10 and the EU-15. Furthermore, on May 1, 2004, all the previously
existing barriers were removed. Therefore, it created favorable conditions for continued convergence of
trade structures in relations with the EU-10 and the EU-15.
The analysis of changes in the structures of exports and imports of Poland and of the rest of the EU-10
countries, between 2004 and 2017, indicated a growing similarity of the commodity structures of Polish
imports from and exports to partners from both the EU-10 and the EU-15. The ongoing liberalization of trade
between EU-10 countries in the pre-accession period and in the first years of membership of the EU was
largely correlated with similar processes in their relations with the EU-15.
The growth in trade structure similarity was more distinct in exports than in imports. It is attributable
to greater opening up of the EU-10 markets for their export products together with ongoing liberalization,
which built a basis for increasing similarity of the export structures under analysis.
Those trends may corroborate the hypothesis that the liberalization of Poland’s mutual trade with the
EU-10 and the EU-15 was a major driver of favorable changes in the structure of Polish exports and imports.
Furthermore, the changes represented an important condition for adequate preparation for benefiting from
participation in the internal single market of the Member States of the European Union.
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The ongoing liberalization of trade and its robust growth in both trade relations under analysis allowed
Polish producers, investors, and exporters and importers to make decisions taking into account not only
of the domestic market needs but also of the requirements of ca. 500 million consumers from the enlarged
EU. The rising similarity of the trade structures may corroborate the hypothesis that such decisions were
increasingly taken in practice in the period covered.
A significant element supporting those trends was decisions made by producers, importers, and
exporters from Poland and the other EU-10 countries. To a growing degree, their decisions resulted from the
capital involvement of transnational corporations (particularly from the EU-15). These economies have been
very active and involved in production-sharing networks. Those undertakings increasingly treated the EU-10
countries markets as essential elements of the common market of the EU. As a result, they also launched
the manufacture of products and components for the needs of the whole market of the enlarged EU in the
territories of the EU-10 countries. It triggered additional flows of exports to the EU-10, with simultaneous
replacement of previous imports from the EU-15 with imports from the EU-10 [Martinez-Zarzoso et al., 2015].
To recapitulate, the analysis conducted allows to conclude that for more than a dozen years Polish
exporters and importers, as their partners from the EU-10 countries, have contributed to the increasing
similarity of the structures of their respective countries’ trade and the EU patterns mostly shaped by the
EU-15. From the point of view of Poland and of the other EU-10 countries, it reflects the ongoing unification
of the foreign trade system and its arrangement toward the recognition of both areas as a single market.
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Abstract: The high-technology sector has a particular importance in the development of modern national
economies. It affects both the level of competitiveness and innovation. This was a prerequisite for the
study to assess the competitive position of the advanced technology sector in the European Union (EU)
countries. The starting point of the discussion was the definition of the concept of competitiveness, the
competitive position of the advanced technology industry, and the classification of the high-tech sector.
Based on the selected indicators, the competitive position and the rank of countries have been established.
As for this, the indicators of the export share of the advanced technology sector in the intra-export market,
the profitability of the high-tech sector, and the degree of export–import coverage were used. Based on the
adopted indicators, a synthetic indicator of a competitive position has also been calculated which enabled
determination of the most competitive country in the EU in reference to the industry. This enabled the
identification of factors influencing the competitive position of the advanced technology sector in the EU
member countries.
Keywords: competitive position, industry, advanced technologies, European Union
JEL Classification: O1, O3

1 Introduction
The global economy can be characterized as processes of progressing integration, regionalization,
internationalization, and globalization. These phenomena are associated with increasing competition and
improvement of the competitiveness of the economies that are the part of these processes. The European
Union (EU) member countries should create the economies so that they are able to compete not only on the
European market but also on the global market [Kraciuk, 2017, p. 207]. Stachowiak [2009, p. 23] emphasized
that the increase of competitiveness depends on the ability of enterprises to conduct activities related to
modern technology intense investments and efficient production systems. According to Lee and Tang [2013,
p. 18], countries with high use of advanced technologies have better perspectives to achieve long-term
economic growth and the potential to achieve a lasting competitive advantage.
Knowledge-based economies are the most competitive global economies. These economies are based on
production, distribution, and use of knowledge and information. According to Fagerberg [2000, p. 393] and
Miechael [2003, p. 427], a country that increases the share of the high-tech sector in its economy achieves
a higher rate of productivity compared with countries that do not pay sufficient attention to this sector.
Industries and technologically advanced services play a significant role in these countries. It is complicated
to define them in the traditional division. Therefore, they are classified as industries and products with a
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relatively high share of expenditure on research and development (R&D) in the final or added value; industries
and products using advanced technologies that are rapidly “aging”; and industries and products that have
a high share of employees with higher education and the ones who cooperate with research centers, use
knowledge-intensive services, and cooperate with manufacturers of advanced technology products. Skórska
[2016, p. 241] presented the division of the high-tech sector in line with technical levels. The division is based
on the list of areas, published by the Organization for Economic Cooperation and Development (OECD).
The division is as follows: production of computers, electronic and optical products, basic pharmaceutical
substances, medicines, pharmaceutical products, aircraft, spacecraft, and similar machines production.
In terms of services, high-tech activities are related to the production of films, video recordings, television
programs, sound and music recordings, broadcasting of public and subscription programs, and activities
related to software and consultancy in the field of informatics and related activities, information services,
scientific research, and development work. On the other hand, Bartos [2007, p. 32] divides the sector into two
separate groups. The first group is based on the results that refer to technical complexity of the final product.
The second one is based on specifying the advancement of R&D of the industry.
Knowledge is an inseparable part of technologies and products belonging to the high-tech sector. It
determines the innovation, level of modernization, and dynamics of a given economy. The use of knowledge
is possible due to intensive R&D. R&D in high-tech sector is carried out with much higher intensity than in
other sectors. It promotes the growth of competitiveness [Nordhaus, 2005, p. 5; Bogliacino et al., 2012, p. 57].
According to Albulescu [2011, p. 29], countries that realize an innovative model of economic growth obtain
high competitive positions on the international arena. It is possible due to the use of the latest technological
achievements and the production of highest quality products. As a result, the main source of competitive
position growth is the technical and production knowledge contained in high-tech products [Turkowski, p.
94]. In developed post-industrial economies, the high-tech sector is included in areas with the highest degree
of use. It is also included in the areas that depend on specialized factors of production, i.e., knowledge and
human capital. Rapacki et al. [2018, p. 3] emphasized that the ability to create radical or small improving
innovations describes the resulting side of the economy, i.e., selected dimensions and achieved economic
results. The high-tech sector is characterized by the importance of conducting continuous and intensive
innovation-related activities. This kind of activity involves large expenses on R&D. Constant development
of companies affects their competition. It has positive effects on the environment. The development of the
modern world economy caused by technological progress, automation of production, the liberalization of
trade, and the reduction of transport-related costs affects the evolution of industry from a traditional to
an innovative form. This is related to the reduction of human involvement in the production process. Its
consequence is the production dematerialization and increasing importance of services in creating wealth
[Ulbrych, 2016, p. 254]. In the 1930s and 1940s of the 20th century, services became an important part of
the economy. Services can be divided into three categories: technological, institutional, and social. The
development of knowledge-based economies effects on the use of specialized knowledge services [Ulbrych,
2016, p. 258]. This was the premise for undertaking the study. The objective of this study was to assess the
international competitive position of the high-tech sector in the EU countries. This study considered a hightechnology industry and technologically advanced services.

2 Methods
The objective of this study is to discuss the competitiveness of the high-tech sector. A sector was defined
by Smid [2010, p. 216] as the entirety of enterprises that deal with the same basic activity. Enterprises that
belong to the same sector manufacture products or services for similar purposes. There are several divisions
of high-tech sector. One of them, formulated by the OECD, is based on the amount of expenditure for R&D
in relation to the value added of individual industries. The second division of high-tech sector is based on
the Eurostat guidelines, which is used in the statistical reports of the members, candidates, and associated
countries of the European Free Trade Association (EFTA). Moreover, it is used in the statistical reports of the
third parties [Ratajczak-Mrozek, 2011, p. 2]. In the following study, the division formulated by Eurostat was
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used. The EU member countries were taken into account and the numerical data available in the Eurostat
database were used. Accordingly, the high-tech sector is divided into aviation equipment, pharmaceutical
products, computers and office machines, radio, television and communication equipment and apparatus,
scientific and precise instruments, and services such as post and telecommunications, IT, R&D [RatajczakMrozek, 2011, s. 2].
Special attention was paid to the competitive position of the sector in individual EU countries. The
definition of competitiveness formulated by the OECD is frequently used in research commissioned by the
European Commission. It was the reason why the mentioned definition was accepted as the proper one in the
study. The competitive is defined as the ability of companies, industries, regions, nations, or supranational
groupings to cope up with international competition. Additionally, it is the ability to ensure a relatively
high rate of return from the used production factors and relatively high employment on a permanent basis
[Grzebyk, 2009, s.111]. According to Weresa [2008, p. 102] and Misala [2011, p. 80], the competitive position
(results competitiveness) is the place of the country or industry within the global economy. Moreover, it
reflects country’s/industry’s share in international trade, which indicates the position achieved by trade in
goods and services, and the flow of international factors of production.
In order to determine the competitive position, four factors were used: share of exports sector in the
intra-EU export market (EMS), index of imports coverage by exports (TC), profitability (M) that defines
the share of operating surplus in the value of turnover, and the synthetic index (W) that is used for
comprehensive competitive position assessment.
The data used for calculation of these indicators were downloaded from Eurostat guidelines (refer
ec.europa.eu). The EMS indicator was expressed on a percentage scale (0%–100%). The interpretation was
made in the following manner: the higher the value of this indicator, the larger the share of exports of the
product group and the higher competitive position. The calculations were made using the Banterle formula
[2005, p. 3]:
X

EMS =
ij

∑

ij

28
i=1

X

ij

where X is the export to the EU market, i is the country, and j is the category of product.
The TC indicator referred to the balance of the trade. The index described the extent to which export
receipts covered import expenses, which defined the country’s export specialization. The following formula
was used for calculations [Pawlak, 2013, p. 98]:

TC =
ij

X

ij

M

ij

where X is the export to the EU market, i is the country, j is the category of product, and M is the import.
The next indicator used in this study is the profitability of the industry, which expresses to what extent
the company achieved its main goal to make a profit. The measurement of profits was conducted with the
use of the gross operating surplus. The ratio mentioned was calculated as a relation of gross operating
surplus to turnover with the following formula [Fischer and Schornberg, 2006, p. 8]:

M=

GOS
TURN

where M is the industry profitability, GOS is the gross operating surplus, and TURN is the rotation.
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In order to comprehensively assess a competitive position, the summary method was used. It used
the previously discussed indicators (EMS, TC, and M) that were considered to be stimulants. It means that
the higher their level, the more competitive they are. To mark the value of the synthetic index, the model
method was used, in line with which a reference object is built. This model object is created based on
the considered features (indicators) that describe the competitiveness of the sector (hypothetical country
characterized by the highest competitiveness of the sector analyzed). The reference unit is shown using the
following vector [Wysocki and Lira, 2003, s. 175]:

(

z = z , z ,…, z
01

02

0m

)

2

where zom is the maximum value of the j-th feature (assuming that all characteristics are stimulants).
Later, the distance between each of the tested member countries and the standard was calculated using
the Euclidean distance [Suchecki and Lewandowska-Gwarda, 2010, s. 60]:
n

∑(

d =
i0

z −z
ij

i=1

0j

)

2

where di0 is the Euclidean distance of the object and the reference object.
The last step taken in this study was to calculate the synthetic competitive position of the advanced
technology sector [Wysocki and Lira, 2003, s. 176]:
d = 1−
i

d

i0

d

0

where di is the synthetic indicator of the “i” country and d0 is the critical distance of a given unit from the
standard assuming that [Wysocki and Lira, 2003, s. 176]:
d = d + 2S
0

0

d

where d is the arithmetic average of the taxonomic distance and Sd is the standard deviation of the
0
taxonomic distance.
The competitive position of the high-tech sector was assessed in line with six typological groups used to
estimate the level of competitiveness: high (Wi ≥ W + Sw ), relatively high (W + 0.5 * Sw ≤ Wi < W + Sw ), medium
(W ≤ W < W + 0.5 * S ), delayed (W − 0.5 * S ≤ W < W ), significantly delayed (W − S ≤ W − 0.5 * S ), and low
i
w
w
w
w
i
(W ≤ W − S ) [Strzała and Przechlewski, 2006 s. 116].
i

w

3 Results
The high-tech sector is present on all EU member countries’ markets. The intra-industry competitiveness
is associated with competition of enterprises with each other. It is continued in order to maintain current
customers and gain new ones in home country and abroad. Determining the competitive position against
other competitors is the effect of this competition. One of the measures that can be used to assess the
country’s ability to create, assimilate scientific and technical knowledge, and transform it into specific
products is the export index of high-tech industry products. The low value of this index indicates low
level of modernization of a given country’s economy and the need to develop high-technology industries.
Production of technologically advanced products and the provision of knowledge-based services are
considered as a source of high added value. High added value entails higher rates of economic growth
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[Zakrzewska-Bielawska, 2011, p. 31]. The economic integration, liberalization of trade, and the number
of countries belonging to EU had an influence on the fact that the majority of EU exports were made on
the intra-EU market. The study shows that each member country exported high-tech goods. Exports share
differed among countries. To some of the founding countries (Germany and the Netherlands), exports
were of great importance. The impact of export was significantly higher than other competitors. In all
analyzed years, the share of export of these countries amounted to almost 50% (Table 1). More than half
of the exported goods came from one of the countries mentioned earlier. The value of goods exported by
Germany in 2017 amounted to 96.9 billion euro, and the Netherlands 95.8 billion euro. According to the
study carried out by Juchniewicz and Łukiewska [2014, p. 83], these countries also dominated in the export
of food products at the same time. Domination of the country in the rankings of various industries may
indicate the high competitiveness of these countries and their advantages over competitors. It applies not
only to the advanced sector but also to low technology sector. A country with a relatively high level of export
share in the intra-EU export market was France. Although France had high position in the ranking, it was
three times lower than the dominant countries (9.09%). A group of five countries with an average level of

Table 1. Share of the high-technology sector export in the intra-EU export market of the industry (%)
No.

Specification

Year

Rate in 2017

2009

2013

2017

1
2

Germany
The Netherlands

24.32
18.86

24.38
20.06

23.43
23.17

High

3

France

13.05

12.69

9.09

Relatively high

4
5

United Kingdom
Belgium

7.82
5.92

6.83
5.64

5.74
5.44

Medium

6
7
8

Czech Republic
Ireland
Italy

3.69
3.52
3.47

4.18
3.24
3.70

4.59
4.22
4.15

9
10
11
12
13
14
15
16

Austria
Poland
Hungary
Spain
Sweden
Slovakia
Denmark
Romania

2.68
1.57
3.31
1.78
2.20
0.76
1.58
0.67

3.68
2.12
2.65
2.10
2.36
1.56
1.11
0.70

3.38
3.05
2.97
2.52
1.87
1.67
1.04
0.99

Delayed

17
18
19
20
21
22
23
24
25
26
27
28

Finland
Portugal
Lithuania
Slovenia
Estonia
Bulgaria
Greece
Luxembourg
Croatia
Latvia
Malta
Cyprus

1.27
0.24
0.18
0.23
0.13
0.12
0.18
2.13
0.12
0.07
0.08
0.05

0.42
0.29
0.27
0.24
0.44
0.16
0.14
0.63
0.12
0.19
0.04
0.04

0.42
0.37
0.31
0.29
0.27
0.22
0.21
0.20
0.17
0.16
0.04
0.04

Significantly delayed

3.57
0.059
164.62

3.57
0.060
167.06

3.57
0.060
168.25

Average
Standard deviation
Coefficient of variation

Source: Own study based on Eurostat data (https://ec.europa.eu/eurostat/data/database 10.10.2018).
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Table 2. Coverage of imports by export of the advanced technology sector in intra-EU trade (euro/euro)
No.

Specification

Year

Rate in 2017

2009

2013

2017

1

The Netherlands

3.09

3.60

3.55

High

2
3
4
5
6

Hungary
Austria
Czech Republic
Ireland
Germany

1.87
0.92
1.22
1.97
1.20

1.37
1.21
1.34
1.45
1.13

1.29
1.23
1.21
1.19
1.16

Relatively high

7
8

Belgium
Estonia

1.04
0.72

0.96
0.98

0.99
0.88

Medium

9
10
11
12
13
14
15
16
17
18
19
20
21
22
23

Slovenia
Poland
Slovakia
France
Malta
Romania
Lithuania
Italy
Luxembourg
Sweden
United Kingdom
Latvia
Denmark
Spain
Cyprus

0.56
0.51
0.75
0.90
0.48
0.69
0.79
0.51
5.87
0.72
0.83
0.49
0.80
0.33
0.45

0.71
0.62
0.75
0.90
0.26
0.52
0.77
0.61
1.89
0.71
0.65
0.83
0.58
0.52
0.61

0.79
0.77
0.77
0.70
0.68
0.66
0.66
0.66
0.64
0.63
0.60
0.58
0.57
0.55
0.55

Delayed

24
25
26
27
28

Bulgaria
Croatia
Portugal
Greece
Finland

0.34
0.44
0.15
0.14
0.90

0.38
0.54
0.30
0.21
0.31

0.50
0.49
0.35
0.34
0.30

Significantly delayed

1.02
1.130
110.31

0.88
0.666
75.43

0.83
0.600
72.08

Average
Standard deviation
Coefficient of variation

Source: Own study based on Eurostat data (https://ec.europa.eu/eurostat/data/database 10.10.2018).

the discussed indicator included the United Kingdom, Belgium, the Czech Republic, Ireland, and Italy. In
Ireland, the index was 3.52% in 2009 and 4.22% in 2017. The development of the high-tech sector in Ireland
was mainly the result of foreign investment in the chemical–pharmaceutical, IT, and electrical instruments
and equipment sectors [s. 29]. Ireland ranked seventh among countries with an average level of export
share. The share of countries with an average level of sector export in the EU export market amounted to
around 20%. In this ranking, Poland ranked 10th among the countries with a delayed level. The value of
goods exported by this country in 2017 amounted to 12.6 billion euro. It is worth paying attention to the
share of exports of countries with a delayed level. Austria, Poland, and Hungary exported two times more
goods than other countries qualified for this group. Therefore, these countries have the potential to improve
their share in intra-EU exports. The share of countries with a significantly delayed level was below 0.50%.
The lowest share was recorded in Malta and Cyprus (0.04%). There were no significant deviations observed
in the analyzed years. Luxembourg was only one exception. In this country, a significant decrease in the
share of high-tech exports in intra-EU exports was noted. Surprisingly, the average value of export share in
individual years was constant (3.57%) (Table 1).
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Table 3. Average level of profitability in the advanced technology sector in the EU (%)
No.

Specification

Year

Rate in 2014

2009

2013

2014

1
2

Belgium
United Kingdom

19.39
22.33

23.77
21.26

22.68
22.06

High

3
4
5
6
7

Lithuania
Romania
Poland
Denmark
Portugal

22.09
23.03
23.91
16.64
21.02

20.07
20.39
21.78
18.98
19.30

21.45
20.93
20.84
20.79
20.51

Relatively high

8
9
10

Slovenia
Italy
Greece

16.08
19.94
25.04

18.33
19.60
19.62

19.97
19.86
19.29

Medium

11
12

Spain
Germany

21.20
17.95

18.73
17.96

18.32
18.09

Delayed

13
14

Austria
Hungary

15.92
12.72

16.42
15.05

15.61
15.31

Significantly delayed

15
16
17

Czech Republic
The Netherlands
France

15.17
17.62
13.78

14.97
18.06
11.93

14.12
13.54
11.00

Low

19.05
0.040
20.05

18.60
0.036
19.61

18.50
0.043
24.17

Average
Standard deviation
Coefficient of variation

Source: Own study based on Eurostat data (https://ec.europa.eu/eurostat/data/database 10.10.2018).

The international competitive position belongs to a relative category. It is closely related to the results
achieved in foreign trade. According to the studies on a competitive position, the value of export can be
referred to the value of import of the high-tech sector in a given country. The coverage rate of imports by
exports is one of the most important criteria for assessing foreign trade performance. It is the relation of
import and export, relative surplus, or deficit in trade in goods, which in this case is the high-tech industry.
The surplus of exports over imports indicates export specialization. It also affects the relative advantage
over competitors and international competitiveness. This study shows that the average level of this indicator
in consecutive years is gradually decreasing. Countries that have a surplus in trade in high-tech products
are those whose coverage of imports by exports is high and relatively high. There were six countries in this
group: the Netherlands, Hungary, Austria, the Czech Republic, Ireland, and Germany. In addition, Belgium
and Estonia export coverage exceeds the EU average. Again, the Netherlands achieved a significantly higher
rate of 3.55 than its competitors (Table 2). EU founding countries are placed at the top of the ranking with
high and relatively high levels. The only country that took a fairly low position (noting the negative balance
of foreign trade) was Italy—0.59. Poland was again in the 10th position among the countries with a delayed
level. The ranking shows that the countries of southern Europe (Spain, Cyprus, Portugal, Greece) export
much less than the countries from Central Europe. The extent of coverage of imports by exports of these
countries did not exceed 0.5 (Table 2). Surprisingly, Finland is placed low in the ranking. Finland has been
the leader in ICT solutions for years. The share of high-tech products in sold production is several times
higher than that in other member countries [Zakrzewska-Bielawska, 2011, p. 29]. Once again, Luxembourg
is an interesting case. In 2009, the revenues from exports of high-tech products were almost six times higher
than import expenses in this country. In 2014 they reduced to less than two points, while in 2017 there was
even a negative balance of trade. In 2009, Luxembourg was classified among countries with a high level of
coverage of imports by exports; however, in 2017 it dropped to the rank of countries with a delayed level of
imports coverage.
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The profitability indicator is the next indicator useful in assessing the competitive position. This
measure determines the share of operating surplus in the value of industry turnover. The higher the level
of this the profitability the better situation of the sector is. A drop in the level of the indicator forces the
sector to realize higher sales in order to achieve the intended profit. Due to the lack of data from 2017, the
data from 2014 were used to calculate mentioned indicator. Moreover, the data were not complete. The
classification had to be made using data only from 17 out of 28 member countries. The studies showed that
the average level of profitability in the advanced technology sector in the investigated period was around
19% (Table 3).
The highest profitability (over 22%) was achieved in Belgium and the United Kingdom. Lithuania,
Romania, Poland, Denmark, and Portugal were among the countries with a relatively high level of
profitability. Profitability of entities operating in these countries amounted to approximately 20%. Among
countries with a medium level of the index, a rate around 19% was recorded. Spain and Germany, belonging
to the group of countries with a delayed level, had the indicator level of approximately 18% (Table 3).
There are slight differences in the level of profitability among these countries. It is worth to note that a
significant difference is noticeable comparing Belgium (22.68%) with the Netherlands (13.54%)—the leader
in the previous qualifications. Among the countries with low levels of profitability were France and the
Czech Republic. A positive phenomenon is the high position of Poland in the general classification. In
this comparison, the domination of the “old” countries over the countries of the “new” union is no longer
visible.
The development of the high-tech sector is necessary to increase the competitiveness and the level
of modernization of the economy of a given country, and it is crucial for achieving economic benefits.
Countries that are unable to restructure their industries toward a higher share of the advanced technology
sector are doomed for backwardness and a deepening technological gap. Therefore, countries are trying to
support the development of advanced technology which is the main stimulator for economic development
and social enrichment. Furthermore, the high-tech sector creates demand, accelerates the growth rate of
enterprises, and can have a positive impact on investment profitability [Zakrzewska-Bielawska, 2011, p.
28]. Due to the above mentioned reasons and the complexity of the competitiveness category, the next
stage of this study included taking into account at the same time all of the aspects analyzed so far. Overall
analysis is needed to use summary methods that consider its various aspects. The synthetic indicator refers
to the previously examined share of exports in the intra-EU export market, the coverage rate of imports
by exports, and the profitability assessment of the advanced technology sector. Based on the values of
the synthetic measure, a ranking of the competitive position of the advanced technology industry was
created which encompassed the member countries of the EU. The highest competitive position in 2009
was achieved by the Netherlands—0.65 (Table 4). It was caused by high share of exports and a high level of
coverage of imports by exports. The second position in the ranking pertained to Germany, which recorded
the highest share of high-tech sector exports among countries belonging to the EU. Germany was also in
the top five of the member countries with the highest coverage of imports by exports in 2009. The United
Kingdom was among the first three. The United Kingdom reached one of the highest levels of profitability
and recorded a high share of exports of the high-technology sector in the intra-EU export market of the
industry in 2009. When it comes to Poland, this country was placed in the middle of the presented ranking.
This is a consequence of taking an average position in previous rankings concerning the share of high-tech
sector exports in the intra-EU export market, the extent of export coverage in the high-tech sector, and
the average level of profitability. Referring to the impact of the division of the EU on the founding member
and the countries acceding at various times on the ranking position, a higher competitive position of the
countries belonging to the EU for a longer time is clearly visible.
In 2013, the synthetic index did not change significantly. The Netherlands, Germany, Belgium, and the
United Kingdom were noted as the first four countries with the highest competitive position. A significant
change was the Great Britain position drop (by one place) in the ranking and the rise of Belgium (from fourth
to third position). Moreover, three countries have improved their competitive position: Austria, Italy, and
Slovenia. The improvement of competitiveness of Austria was linked to the improvement of all indicators—
mostly with an increase in the share of high-technology exports in EU exports. The improvement of Italy
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Table 4. Synthetic indicator of the competitive position of the high-tech sector
No.

Specification

Year

Ranking

2009

2013

2017*

Rate in 2017

1
2

The Netherlands
Germany

0.65
0.47

0.75
0.46

0.71
0.47

1
2

High

3

Belgium

0.33

0.36

0.34

3

Relatively high

4
5
6
7
8
9

Hungary
Austria
Czech Republic
United Kingdom
Poland
Italy

0.25
0.21
0.25
0.36
0.23
0.22

0.28
0.30
0.30
0.31
0.25
0.26

0.31
0.31
0.31
0.27
0.27
0.26

4
5
6
7
8
9

Medium

10
11
12
13
14
15
16

France
Slovenia
Romania
Lithuania
Spain
Denmark
Slovakia

0.27
0.13
0.24
0.24
0.18
0.19
–

0.25
0.21
0.21
0.24
0.21
0.21
0.18

0.23
0.23
0.23
0.22
0.21
0.21
0.20

10
11
12
13
14
15
16

Delayed

17
18
19
20

Croatia
Estonia
Portugal
Greece

–
–
0.13
0.14

0.22
0.11
0.16
0.15

0.19
0.17
0.16
0.16

17
18
19
20

Significantly delayed

21

Finland

–

–

0.06

21

Low

22

Cyprus

0.20

–

–

–

–

0.26

0.27

0.26

Average

Source: Own study based on Eurostat data (https://ec.europa.eu/eurostat/data/database 10.10.2018).
*
The profitability index data from 2014 was used.

was due to an increase in the coverage of imports by exports (from 0.51 to 0.61) (Table 4). In Slovenia,
two indicators improved—the level of coverage imports by exports and the profitability (value over 2%).
However, there were two countries whose competitive position weakened—France and Romania—where
the profitability in the high-tech sector deteriorated significantly. The remaining countries included in the
ranking did not significantly change their position in the analyzed period.
The discussed indicator was prepared using the latest data and it did not change significantly. The
Netherlands, Germany, and Belgium continue to be high-tech sector leaders. The United Kingdom, which
was also considered as a leader, significantly weakened its position. It was due to the result of the reduction
of export share in the intra-EU market and reduction of the coverage of imports by exports. Croatia was
another country with a downward trend. Although the changes in the ratios were small, it dropped from
12th to 17th place in the ranking (Table 4). Austria and Slovenia managed to maintain their competitive
position, obtained after their growth in 2013.

4 Conclusions
The international high-tech sector competitiveness, in times of rapidly progressing processes of
integration, regionalization, internationalization, and globalization, is an important current area of
research in economics. Opening up the economies and the related flow of people, capital, goods, and
provision of services affect the increasing competition of high-tech enterprises in the international
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arena. The competitiveness and raising the competitive position became important aspects of enterprises
and industries operation. The high-tech industry is one of the fastest growing sectors in the EU and in
individual member countries.
After determining the high-tech sector competitiveness level in the EU countries, it was found that
Germany and the Netherlands were in the group of countries with the highest level of export of advanced
technologies in the intra-EU export market. The total share of these countries in 2017 was almost 50%. The
country with a relatively high level was France, but its share was three times lower than the leaders of this
ranking. The Netherlands (3.55) had the highest level of import coverage by exports from the high-tech
sector. Countries with a relatively high coverage level fluctuated within 1.20. The highest level of profitability
was recorded in Belgium and the United Kingdom. It is worth noting that the volatility of this indicator was
lower than the volatility of other indicators.
The highest synthetic level of competitiveness in the EU was noted in the Netherlands. It is linked
to a high share of exports and the highest level of import coverage by export in the EU. The Netherlands
is one of the most developed countries in Europe, which is reflected in its competitiveness. The second
country with the highest level of competitiveness is Germany. For many years, this country has been a
leader in the market economy development. Germany dominates, among others, in agriculture, industry,
transport, telecommunications, and energy industry. Poland belongs to the countries with a medium level
of competitiveness. A positive phenomenon is a systematic improvement of the synthetic index in the
considered period. This trend is noticeable in most member countries.
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Abstract: This article aims to quantify the institutional similarities between industrial relations systems
in 11 Central and Eastern European countries (CEE11), on the one hand and each of the four models of
capitalism in Western Europe identified by Amable [2003], on the other hand. The comparative analysis
was performed on the basis of six variables. Three of them represent inputs or institutional determinants
of industrial relations. Another three variables represent outputs or the labor market performance. For
each variable, the similarity coefficients between CEE11 countries and four reference EU15 economies
representing Western European models of capitalism were calculated. Based on these coefficients, the
hexagons of similarity were built.
The analyses led us to some general observations. In 2005, most of the countries in the region developed
industrial relations systems similar to the continental model, what can be interpreted as a strategy to meet
the requirements imposed on these countries in the process of European integration. After accession, most
of the countries abandoned “social partnership” ship and started the cruises to the Anglo-Saxon model.
Keywords: industrial relations system, Central and Eastern Europe, capitalism models, comparative studies
JEL Classification: J5, P16, P51

1 Introduction
Both labor relations and research in this field have a long history. These relations contemporary frequently
obtain the form of industrial relations and are connected with the industrial revolution, and hence started
in the second half of the 18th century, while the scientific study of these relations developed in the early
years of the 20th century, initially in the Anglo-Saxon countries. Kaufman described that “the first event in
the birth of industrial relations as a field of study took place in 1912 – that year President Thaft established
a Commission on Industrial Relations” [Kaufman, 2004: 85]. At the same time, John Commons began
to form the basis of the theory of industrial relations, grounded on institutional concept of transaction
[Tittenbrun, 2012: 37-39]. Another key event took place immediately after the First World War in 1919:
International Labor Organization (ILO) became established in Paris Peace Treaty. It resulted in a tripartite
organization, bringing together representatives of governments, employers, and workers in its executive
bodies “represented an significant move away from a laissez-fair and commodity approach to labor and
shift toward a more humanistic a social approach” [Kaufmam, 2004]. In declaration of ILO was described
a principle that “labour is not a commodity” [ILO, 2010]. In the initial period, industrial relations were
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limited to the issue of pay and working conditions, the existence of trade unions and collective agreements
between the parties of employment relations [i.e. between the employers’ and the employees’ sides). That’s
how they were defined by the then ILO.
The researchers commonly pointed out that industrial relations constitute one of the important cores
of socioeconomic order. Bruno Amable emphasized that labor relations are a key factor for the relations
between labor market institutions and macroeconomic phenomena [2003: 130], while Krzysztof Jasiecki
in the encyclopedic work “Capitalism Polish style” wrote that “(in) discussions about the diversity of
capitalism, the issue of collective labor relations is very important place. It focuses, as in the lens, on the
fundamental issues of the development of the market economy” [2013: 325].
Owing to the economic importance of industrial relations and its complex nature, extensive literature
was devoted to them. Kaufman pointed out that “the institutions and practices of industrial relations vary
considerably across nations states and that no single form or archetype of industrial relations system
exists. (…) in reality every country’s industrial relations system is exceptional in the sense of having
numerous unique practices and institutions.” [Kaufman, 2004: 5].
Science of industrial relations undergone the same evolution as contemporary social sciences: starting
from functionalism and going to institutionalism with all its diversity. In the 1940s and 1950s, the system
approach, grounded in functionalist Parsonian tradition, dominated. A special role played in that period
(theory of John Dunlop 1958). In the research carried out by Polish labor and economic sociologists, Dunlop
conceptual scheme was relatively popular, even in the last period of authoritarian (“communist”) order.
We mean first his specification of actors (a hierarchy of managers and their representatives in supervision;
a hierarchy of workers and theirs spokesmen; specialized government agencies concerned with workers,
enterprisers, and their relationships), second, his specification of the environment (the technological
characteristics of the workplace and work community; the market or budgetary constrains which impinge
on the actors; and the distribution of power in larger society). According to functionalist prospect, industrial
relations were united by common meta-ideology, despite of ideology differences between employers,
employees, and representatives of government agencies [Jackson, 1991: 3-4].
Since then, the concept of the industrial relations system has undergone significant modifications,
being a reflection of a vigorous debate on industrial relations definition.
Solomon states that any definition must assume and emphasize a particular view of the nature and
purpose of industrial actors. One of the most influential approaches to industrial relations is comparative
analysis, although we have to keep in mind that there is no one “right approach” [Solomon, 1998; pp. 3-4].
There are also significant differences in a comparative method, expressed in the set of indicators applied in
different studies. Potentially, such criteria can be hundreds. The reduction of criteria in particular theories
or research schools usually leads to the selection of at most a dozen or so criteria. Thus, a well-known canon
of 17 criteria (KLIM) was established at the ILO.
Various definitions and conceptions of industrial relations do not exclude each other and emphasize
different elements, the central of which can be identified as follows:
–– Processes of control over work relations and regulations of interest,
–– Web of institutionalized relationships between actors, organizations and institutions,
–– Collective relations,
–– Different actors and arenas,
–– Different levels of industrial relations and interplay between them,
–– Legal and institutional framework,
–– Cooperative and conflictual relationships,
–– Diversity of existing national models [Weiler, 2004, pp. 13].
In one of the latest reports discussing the results of comparative analyses in the field of industrial
relations, an interesting breakdown of variables was proposed, thanks to which we can study this area. All
variables can be, according to the authors of the study, attributed to one of the factors shaping the stage
of industrial relations. The first factor is the quality of work, which can be measured by variables such as
workplace health and well-being, employment security, and skills development [Eurofound, 2017, pp. 5].
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The second factor is competitiveness, measured by work efficiency and the employment rate. The third
factor is “industrial democracy” measured by the reach of collective agreements, the level of unionization
or the scope of employee participation practices [Eurofound, 2017, pp. 11-12]. The last factor is the social
justice approximated, among others, by the percentage of long-term unemployed people. It is easy to notice
that these analyses combine increasingly traditional elements describing the systems of industrial relations
with variables reserved so far for the description of the labor market, treating them as output variables.
It is easy to notice that these analyses combine increasingly traditional elements describing the systems
of industrial relations with indicators reserved so far for the description of the labor market, treating them
as output variables.
Comparative analyses give rise to typologies, often generalized in the form of varieties of capitalism.
Lucie Davione, Christine Erhel nd Mathilde Guergoait in their work A Taxonomy of European Labour Markets.
Using Quality Indicators [2008] presented, on the basis of cluster analysis, the map of job quality and then
grouped the EU member states in several distinctive clusters. The results confirmed the heterogeneity of job
quality across Europe. In 2005–2006, the European Union was divided by the three authors into five clusters.
The Northern cluster included Sweden, Denmark, Finland, and the United Kingdom. It was characterized
by high participation rates in education and training, high employment rates, and high job satisfaction. The
Continental cluster comprised Germany, France, Belgium, Luxembourg, Austria, the Netherlands, Ireland,
and Slovenia. The Southern cluster encompassed Spain, Italy, Portugal, Greece, and Malta. It showed a
high proportion of early school leavers and a high gender employment gap, with poor levels of education
and training. The authors considered the new member states, which were allocated into two more clusters:
the first cluster contained Poland and Slovakia, while the second one was composed of the remaining new
EU members (Estonia, Latvia, Lithuania, Cyprus, the Czech Republic, Hungary, Bulgaria, and Romania).
The first group that includes Poland and Slovakia displayed high long-term unemployment rates and low
employment rates. The second group was characterized by very low levels of productivity but high rates of
productivity growth, which is typical of countries in a catching-up process.
The study of job quality by Davione, Erhel and Guergoait highlighted the dissimilarities between the
Northern countries and most of the new member states in terms of working conditions and socioeconomic
security. The Northern countries exhibited high wages and good working conditions but also high intensity
at work. In contrast, the new EU members exhibited low socioeconomic security (low wages and high longterm unemployment rate) and bad working conditions. In turn, the Southern countries were characterized
by unsatisfactory social dialog [Davione et al., 2008].
The analyses presented in the further part of the chapter are strictly quantitative. However, we would
like to point out that during the evolution of industrial relations in the countries of Central and Eastern
Europe after 1989, the qualitative factors—soft variables—played a large role. The frame of reference for
the analysis of industrial relations in new Central-East European countries should consider vast societal
context. All post-authoritarian countries despite similarities connected with soviet model implementation
for 40 years, after return to democracy and market economy has followed relatively different trajectories.
The differences described separate institutional solutions, but different patterns of socioeconomic
values hid behind them [Inglehart and Welzel, 2005]. Our study does not allow for the analysis in the field
of cultural anthropology, but it must be remembered that institutional analysis, conducted in accordance
with the methodology of the rational choice theory, allows only a superficial interpretation of differences:
it allows to note differences, but does not allow understanding their meaning (in the Weberian sense). We
pay attention to this fact because the interpretation we present in the next part of the chapter will have such
a simplified character.
Bohle and Greskovits defined three (or four, including “nonregime countries”) main types of postcommunist capitalism, which have got big influence on all industrial relations dimensions (2012). We can
add that there are relatively substantive differences in the mentioned types of capitalism listed within.
The disparities between Poland on the one hand and Czech and Slovak on the other existed in the
Visegrad group [Ost, 2001; Pollert, 2001]. Anna Polert stressed the role of heritage of Austro-Hungarian
political culture, internalized by Czech society. Poland and Hungary have some similarities, but one could
have depicted significant differences, especially in the role of trade unions and nonstandard forms of
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employment. For many years, Slovenia is building radically different models of industrial relations than
all other post-authoritarian countries, much closer to Coordinated Market Economy model. Socioeconomic
institutions, like workers’ self-government, have survived the change of political system in Slovenia, have
not survived in Poland, which is to a certain extent related to cultural differences between these societies.
It was only one country that could be represented of old democracy in terms similar to West European
countries, namely Slovenian Coordinated Market Economy (we mean Hall and Soskice [2001] model). We
are willing to recognize this as an effect of the process of institutional changes and imitation as well as the
effect of the patterns of values prevalent in given societies.
After long debates in the research team, we assumed that six variables, essentially quantitative,
referring to industrial relations and, to some extent, labor market will be a good basis for conducting
comparative analyses. Our goal was to limit the number of variables as much as possible, while at the same
time covering key socioeconomic spheres. Initially, we planned to introduce the distribution of responses to
questions from the European Social Survey, relating to values, but such a combination of variables did not
yield a good result. Ultimately, we have limited ourselves to the variables listed below.
1)
2)
3)
4)
5)
6)

Adjusted bargaining coverage rate: proportion of all wage earners with right to bargaining (ADJCOV);
Union density rate, net union membership as a proportion of wage earners in employment (UD)
Government intervention in wage bargaining (GOVINT)
Temporary employees as percentage of the total number of employees (tesem110) (TEMEMP)
Employment rate by sex, age group 20–64 (t2020_10) (EMPRAT)
Employment rate of low skilled persons, age group 20-64 (LOWAGE).

The values of the first three variables were calculated on the basis of Database on Institutional
Characteristics of Trade Unions, Wage Setting, State Intervention and Social Pacts in 51 countries, between
1960 – 2014 [ICTWSS]. This set represent inputs. The values of the last three variables were calculated on
the basis of Eurostat Database, and these data represent outputs [Eurostat].
For each variable, a factor of similarity between a Central and Eastern European (CEE) country and a
Western European country was calculated. The value of the factor of similarity is 100, if a CEE country has
an identical value of a given variable as a Western European country. On the other hand, the value is 0, if
the result for a CEE country falls outside the following range:

(
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) 
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where XrefC is the value of the X variable for the reference country (representing a given model of capitalism),
whereas st. dev. (X1...X15) is the standard deviation of the X variable in the entire analyzed group. Accordingly,
the 0 value (lack of similarity) means that a CEE country differs by more than three standard deviations from
the country of reference, regardless of the direction of disparity. If the value of a given variable for a CEE
country falls within the above range, similarity coefficients are calculated proportionally to the distance
between the value in the reference country and the limit value in the range.
On the basis of the calculation of similarity coefficients, similarity hexagons were created. They serve
the purpose of comparing 11 Central and Eastern European (CEE11) countries to Western European countries
(Germany, Great Britain, Sweden, and Spain) of reference. The tips of the hexagons represent the values
comprising the institutional area of industrial relations. The more extensive the coverage of a hexagon is,
the more similar the respective countries are in the area of the creation of industrial relations.

2 The results of the analysis
At the outset, we would like to point out that we will be talking about four models for simplicity, although
the subject of comparisons will be four countries which, according to our assumption, adequately represent
these models (Germany representing continental model, Great Britain—Anglo-saxon model, Sweden—
Scandinavian model and Spain representing Mediterranean model).
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In 2005, the majority of Central and Eastern European (CEE) countries approached the continental
model, symbolized by Germany (Table 1).
However, if we look at the hexagons, showing the scale of similarities between individual CEE countries
to one of the four models, we notice that the previous observation ceases to be so unambiguous. The similarity
to individual variables was unevenly distributed (see Appendix). Difficulties in determining similarity to a
given model may be a consequence of the lack of a uniform and long-term strategy of industrial relations
systems stakeholders. The “game” rules were used to reach the goals in the short-term dimension. This
observation, to some extent, confirms the changes in the value of the similarity indicator for particular CEE
countries in 2014, when most countries took a clear course on the Anglo Saxon model country (Table 2).
Three countries in southern Europe: Croatia, Bulgaria, and Romania were counted by Bohle and
Greskovits to countries which in the 1990s were in a situation of economic and political disorder [Bohle and
Greskovits, 2012: 22].
Table 1. Coefficients of similarity – labor market and industrial relations system (20051)
Country

Reference country
Germany

Spain

Sweden

Great Britain

Bulgaria

72

65.2

28.3

66.5

Croatia

87.6

56.7

41.4

69.3

Czech Republic

87.6

60.1

48.1

81.7

Estonia

76.4

50.4

38.6

81.6

Hungary

71.7

61.4

24.9

69.1

Latvia

78.2

45.1

37.9

73.4

Lithuania

74.0

46.2

37.1

76.5

Poland

60.2

63.5

22.5

50.9

Romania

59.2

54.2

39.7

51.1

Slovakia

74.6

66.3

30.1

70.9

Slovenia

65.1

60

45.9

52.7

Source: The author.
1
For some countries, data refer to the years 2004 or 2006.
Table 2. Coefficients of similarity – industrial relations system (2014)
Country

Reference country
Germany

Spain

Sweden

Bulgaria

63.6

57.8

22.8

70

Croatia

64.8

67.4

36.6

51.7

Czech Republic

85.9

47.2

46

78.4

Estonia

77.5

29.6

36.1

81.6

Hungary

64.9

57.5

27.7

63.4

Latvia

63.7

39.2

23.2

67.9

Lithuania

62.9

36.3

23.6

67.1

Poland

65.6

49.5

29.8

60.5

Romania

64.1

48.3

20.8

66.9

Slovakia

65.3

56.4

24.3

67.4

Slovenia

71.8

70.0

41.3

58.3

Source: The author.

Great Britain
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The results obtained suggest that over 10 years, Bulgaria has undergone a profound transformation
in the area of labor market and industrial relations. While in 2005, we could talk about the institutional
convergence toward the Continental model, by 2014, the picture considerably changed—the institutional
characteristics of the labor market and industrial relations became relatively most similar to the AngloSaxon model.
As suggested by various sources (ETUI, ILO raports), the model that was formed in the middle of the first
decade of the 21st century may be a derivative of actions undertaken in this country for the harmonization
of the economy and political system with the mechanisms adopted in the European Union. The first clear
signal was the amendment to the Labor Code from 2001, thanks to which the foundations of the industrial
relations system were created that met the standards resulting from the accession process.
In 2009–2011, the effects of the global crisis undermined the foundations of industrial relations in
this country. The mechanisms of coordination in both tripartite and bilateral arrangements have been
weakened. Perhaps it was the crisis that led the country to enter the path leading to the deregulation of
the collective bargaining and the liberalization of the labor market, accompanied by diminishing power of
social partnership [ETUI, 2016; Dimitrov, 2017].
Croatia has not undergone such a rapid transformation as Bulgaria, although both countries have a
different starting points. We may suppose that the reasons for the development of the continental model
were similar to those in Bulgaria, mean integration with the European Union.
Currently, this country represents the characteristics of the Mediterranean model, and thus,
among other things, the strong role of the state as a regulator and the conflictual nature of the
relationship between social partners (ETUI). Many expert underline the problem of trust deficit in
industrial relation, what negatively affect the process of collective bargaining. At the same time, the
dispute resolution mechanisms are so ineffective that open conflicts are quite frequent. In addition,
the state claims the right to the role of the “key player”, both in the field of labor law and the shaping
of socioeconomic policies. [Seperic, 2017]
In the Czech Republic, the Continental model has been developing consistently. What makes the
Czech Republic most akin to this model in the area concerned is first of all the scope of trade unions, the
scope of collective agreements and the degree of involvement of social partners in the system of shaping
socioeconomic policies. Undoubtedly, the European integration played an important role in building the
Continental model in this country. But unlike many other CEE countries discussed in this text, the Czech
Republic has managed to maintain the basic elements relevant to the Continental pattern. It became clear,
after the parliamentary elections in 2013, when a center-left government was formed with Prime Minister
Bohuslav, and the relationship between social partners, especially trade unions and the government,
improved rapidly. [Chmelar, 2017]
It is also worth noting that the adoption of the Continental solutions in the initial period concerned
primarily the system of industrial relations, because when it comes to the characteristics of the labor
market, the Czech Republic was closer to the Anglo-Saxon model. With the passage of time, the consistent
implementation of the Continental model has also led to the correction of labor market characteristics and
the departure from the Anglo-Saxon model.
Estonia is another example of consequences in the implementation of a chosen development logic
in the analyzed area. Regarding the three Baltic countries, Estonia in the first place, it was concluded
that, although in the early 1990s, these countries “rather followed the Central European system (…), later
the elements of a liberal system were introduced. (…) Even before the crisis (2008), compared with other
European countries the Baltic state formed a distinct group characterized by relatively low social protection
and expenditures, and flexible labour markets” [Mass et al., 2015: 105]. For many years, the AngloSaxon model has been implemented, which confirms the thesis put forward by, among others, Bohle and
Greskovits, in the opinion that reformist radicalism in the Baltic countries was to lead to the destruction
of industrial relations [Bohle and Greskovits, 2012]. One of the reasons might be highly fragmented trade
unions movement in this country. Less than 10 per of total employees are trade union members and trade
unions are basically present at the company level. At the same time, employers’ organizations play a
marginal role in the industrial relations system. Tripartite social dialog between the government and social
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partners remains “illusory” [Woolfson and Kallaste, 2011]. There is no institution similar to those existing
even in Poland or Hungary. The tripartite negotiations forum is made up of insurance funds, although the
social partners do not have sufficient powers there, and the government can unilaterally decide on the
issues of managing them. This was the case in 2011, when funds from health funds and unemployment
strengthened the state budget despite the opposition of the social partners.
Hungary has witnessed a similar transformation as Bulgaria, that is from the Continental model in the
period of country’s accession to the European Union to the Anglo-Saxon model today. Although it should
be noted that the coefficients of similarity to both models are almost the same (for the Continental model 63.9 and the Anglo-Saxon model - 64.1 in 2014). Similarly, in the initial year, the respective coefficient was
slightly higher for the Continental model (70.3) than for the Anglo-Saxon model (69.1).
This ambiguity may be a derivative of a specific feature of the system that has developed in this
country. Formally, the system of industrial relations contains institutional mechanisms, necessary for
social partnership and coordination in the social and economic sphere. Unfortunately, paraphrasing
D. North’s concept of institutions, although the rules of the game are made explicit, not all the players
are interested in participating in the game. The authors of Changing models of capitalism in Europe
and the US mention the untapped institutional potential of industrial relations [Deeg and Jackson,
2015]. The operation of existing social dialog bodies remains unsatisfactory. The collective bargaining
at company and sectoral level is difficult, what resulted in growing number of industrial conflicts
[Neumann, 2017].
Industrial relations system in Latvia, went the same path like in many other countries of the region—
from Continental to Anglo-Saxon pattern, what confirms the proposition put forward by Bohle and
Greskovits, mentioned earlier in the text [Bohle and Greskovits, 2012]. It is worth noting, however, that what
distinguished the system of industrial relations in Latvia from the Anglo-Saxon model, and makes it more
similar to the Continental model, was the involvement of social partners in shaping socioeconomic policies.
In 2008, in the face of the global economic crisis, social partners and the government signed an agreement
on anti-crisis measures, which was not a rule in all countries affected by the crisis in that period. Since
then, the importance of social partnership, especially at macro level, continuously has been weakening.
Ongoing decentralization of workers representation and collective bargaining marginalization became
clear evidence for deepening liberalization in the field of industrial relations in this country, leading to
Anglo-Saxon model.
Lithuania is another example of the consistent implementation of the Anglo-Saxon solutions. What
obviously makes the industrial relation system similar to the Anglo-Saxon model is deregulation of
industrial relations at the industry and company levels, as evidenced by the low coverage of lower-level
collective agreements.
Simultaneously, as in Latvia, what brings the country closer to the Continental model is greater,
compared to the Anglo-Saxon benchmark, participation of social partners in the decision-making processes
at the central level.
Moreover, in comparison with other Baltic republics, the system of tripartite negotiations in Lithuania
remains well developed. The Tripartite Council of the Republic of Lithuania was set up in 1995. In
accordance with the applicable law, all blueprints of new or amended legislation relating to the labor issues
and socioeconomic problems must be consulted in the council. The Council also played a positive role
during the global crisis, when the parties involved signed the National Arrangement containing proposals
for solutions to cope with the crisis.
The commonalities shred by the all “Baltic states”, according to experts, is that …practices of collective
negotiations and bargaining, as well as of social dialogue, albeit exercised by trade unions, other organizations
and general public, often do not have the desired impact and effect on the policymaking process as they can be
easily disregarded by policy-makers and legislators… [Ungure and Lulle, 2017]
Compared to other CEE11 countries, Poland remains a special case. In the initial year of our study
(2005), there were visible features indicating the institutional convergence of the area concerned toward the
Mediterranean model with a strong role of the state, the conflictual union pluralism and weak employers’
organizations.
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What was common for Poland and the Mediterranean model was the dominant role of the state and a
similar percentage of people employed for a fixed period.
However, in 2014, the Polish industrial relations system showed relatively more similarities to
the Continental model. The most visible similarities to the Continental model comprised: the level of
unionization, the role of social partners in the political system, and the percentage of low-paid people
among the employed. The results obtained may be surprising especially in the context of the crisis that took
place in Poland at that time in mutual relations between the government and social partners.
On the basis of the aforementioned observations, we can formulate some conclusions. The most
important concerns growing asymmetry in industrial relations. The main player is the state with its
administrative apparatus, which consistently, does not always mean effectively, fulfills its tasks resulting
from “exercising power.” In turn, social partners increasingly often stand in the position of a “petent,”
demanding their rights to be a stakeholder of policy-making processes.
Romania, like Bulgaria, has experienced a shift of its labor market and industrial relations system from
the Continental model toward the Anglo-Saxon pattern.
In 2014, the institutional architecture of the labor market and industrial relations area displayed a
significant similarity to the Anglo-Saxon model in terms of the percentage of people employed for a definite
period. Simultaneously, its resemblance to the Anglo-Saxon model was revealed in the scope of collective
agreements. It can be assumed that there has been a deep decentralization of the collective bargaining
system in this country coupled with a weakened role of upper level negotiations. The most striking
information concerned the scope of collective bargaining. The collective bargaining coverage declined
from 99% in 2010 to 35% in 2013. The breaking point in industrial relations was the adoption of the Social
Dialogue Reform Act in 2011 that increased the representativeness threshold for both trade unions and
employers’ federations. [Stoiciu, 2017]
Slovakia is also a country where the “Anglo-Saxon project” won. In the initial year of our study, the
Continental model predominated, although the difference in the value of the respective similarity coefficient
vis-à-vis the Anglo-Saxon model, was insignificant (Table 1). Moreover, in terms of two variables, that is,
the scope of collective agreements and the percentage of people employed for a fixed period, from the very
beginning of our time frame there was a strong resemblance to the Anglo-Saxon pattern. As it turned out,
the process of European integration, which in the sphere of industrial relations implied the implementation
of solutions close to the Continental model, did not have a significant impact on the shape of this sphere in
Slovakia. Just a couple of years after the country’s accession to the EU, it became clear that apart from a few
exceptions, most attempts to harmonize the system of industrial relations in Slovakia in compliance with
the EU requirements failed. Undoubtedly, the global crisis has also played an important role.
By 2014, in the area concerned, Slovakia was characterized by the relatively greatest similarity to the
Anglo-Saxon model. However, the trade unions’ density and the degree of involvement of social partners in
state policy suggest that some institutional features of the Continental model have survived.
Slovenia, for many years, was considered a country in which the corporatist system was successfully
developed. Thanks to that, it was possible to create a stable and competitive labor market compared to
other post-socialist countries. As our research shows, the similarities to the Continental model, in the area
of the industrial relations, were very clear in 2005.
By 2014, the similarities were not as clear. In principle, except for the variable “rate of employment,”
it is difficult to clearly indicate a model of capitalism to which industrial relations in Slovenia would be
uniquely similar. Slight advantage of features that prove “continental” nature of industrial relations in this
country, on the one hand and growing importance of features characterized for Mediterranean model on
the other hand, might be seem a barely visible sign of retreat from “social partnership philosophy.” At
the same time, state, remaining “driving force” of social dialog, consequently invites trade unions and
employers organizations to the discussions concerning employability of low skilled or older people. At
the same time, it is …emphasized the necessity of including workers and civil society in the procedures of
privatisations of state-owned companies and strengthening the role of the representatives of the workers in
the Slovenian Sovereign Holding (SSH)…[Lukic, 2017], which seems to have much to do with the philosophy
underlying the continental model.
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3 Conclusions
On the basis of the foregoing analysis, several general conclusions can be drawn. In 2005, the majority
of the CEE11 countries developed industrial relations systems most similar (in relative terms) to the
Continental model, what can be interpreted as a strategy to meet the requirements imposed on these
countries in the process of European integration. After the EU accession, most of the countries involved
abandoned the “social partnership” ship and started their cruises toward the Anglo-Saxon model. This
trend became clear especially in the case of Bulgaria and Romania. The Baltic countries, to different extent,
rejected the implementation of the Continental or Scandinavian industrial relations’ philosophy. Estonia
and Lithuania—from the beginning of our observation—have consistently implemented the Anglo-Saxon
“project.” The state intervention remained the solution for Croatia and Slovenia, which—after a short period
of attempts aimed to build the Continental model—finally became similar to the Mediterranean pattern in
the sphere of industrial relations. The special case among the analyzed countries is Poland, which has
moved from the Mediterranean model toward the Continental model. The similarities of the industrial
relations system in Poland to the Mediterranean benchmark were mostly due to the dominant role of the
state and a similar percentage of people employed for a definite period as well as the level of unionization.
In 2014, Poland exhibited a relatively closest institutional resemblance to the Continental model, especially
in terms of the unionization level, the role of social partners in the political system and the percentage of
low-paid workers. We believe that this change is a result of a strengthened social partnership in times of the
2008 crisis, thanks to which it became possible to maintain a stable labor market. As we know, after 2014,
the social dialog in Poland was in a serious crisis.
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Figure A1. The hexagon of similarities for Bulgaria (2005).
Source: own elaboration.
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Figure A3. The hexagon of similarities for Croatia (2005).
Source: own elaboration.
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Figure A5. The hexagon of similarities for Czech Republic (2005).
Source: own elaboration.
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Figure A6. The hexagon of similarities for Czech Republic (2014).
Source: own elaboration.
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Figure A7. The hexagon of similarities for Estonia (2005).
Source: own elaboration.
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Source: own elaboration.
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Figure A9. The hexagon of similarities for Hungary (2005).
Source: own elaboration.
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Figure A11. The hexagon of similarities for Latvia (2005).
Source: own elaboration.
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Figure A12. The hexagon of similarities for Latvia (2014).
Source: own elaboration.
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Figure A13. The hexagon of similarities for Lithuania (2005).
Source: own elaboration.
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Figure A15. The hexagon of similarities for Poland (2005).
Source: own elaboration.
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Source: own elaboration.
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Figure A17. The hexagon of similarities for Romania (2005).
Source: own elaboration.
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Source: own elaboration.
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Figure A19. The hexagon of similarities for Slovakia (2005).
Source: own elaboration.
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Figure A20. The hexagon of similarities for Slovakia (2014).
Source: own elaboration.
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Figure A21. The hexagon of similarities for Slovenia (2005).
Source: own elaboration.
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Figure A22. The hexagon of similarities for Slovenia (2014). Source: own materials.
Source: own elaboration.



International Journal of Management and Economics 2020; 56(1): 63–78

Empirical Paper
Łukasz Bryl*

Intangible assets in the process of
internationalization
https://doi.org/10.2478/ijme-2020-0004
Received April 25, 2019; accepted October 30, 2019

Abstract: The aim of this article is to determine the current state of impact of various forms of intangible
assets on the internationalization process. For the purpose of the paper meta-analysis was adopted as a
method of the study. English-language peer-reviewed journal articles were analyzed only with the help of:
EBSCOhost, ScienceDirect, Emerald, JSTOR, ProQuest and Wiley Online databases. The search was aimed
at newest papers (after 2012), however some older articles (with regard to their value) were included in
the analysis as well. Based on the conducted analysis, there was observed a significant and positive link
between the level of employee education and internationalization probability and extent. The effect of the
wages on internationalization is stage dependent. Under certain assumptions there is a positive and strong
relationship between R&D intensity and internationalization. Advertising spending do not foster the process
of internationalization. The practical contribution of this research is twofold. First, it provides valuable
insight for practitioners which intangible assets and how foster various modes of the internationalization
process. Second, it describes upon which conditions the interrelation between firm intangible assets and
internationalization is significant and positive.
Keywords: intangibles, intellectual capital, internationalization, literature review
JEL Classification: F14, O34

1 Introduction
Internationalization is a process of increasing international operations [Welch and Loustarinen, 1988]. It
is considered as an expansion of firm through involvement of international operations, especially crossing
the nations’ domestic borders [Kutschker and Baurle, 1997]. In the contemporary business environment,
internationalization is one of the firms’ strategic choices. With the emerge of digital era, new resources
(e.g., intangible assets) are perceived as significant factors in shaping the process of internationalization.
According to Marr and Moustaghfir [2005], any valuable intangible resource gained through experience and
learning that can be used in the production of further wealth composes a company’s intellectual capital.
Kujansivu and Lönnqvist [2007] believe that intellectual capital represents all of a company’s nonphysical
sources of value. According to Hall [1993], an intangible asset includes intellectual property rights in the
form of patents, trademarks, copyright, contracts, trade secrets, public knowledge such as scientific works,
networks, organizational culture, and reputation of products and company itself. According to Ghamari
et al. [2012], patents, copyrights, trademark, and customer relationship are important determinants of
internationalization. Similarly brand value is one of the most important intangible resources of the firm
and performs an important relationship with internationalization [Mahnke and Venzin, 2003]. Early
studies provide inconclusive results. For example, the study by Denekamp [1995] found that human capital
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(measured as share of lawyers in total employment) and structural capital (operationalized as R&D staff
to total employment) are strong predictors of US outbound FDI during the 1980s, whereas study by Kotha
et al. [2001] on US Internet firms indicates lack of significant effects of R&D intensity (measured as both
R&D expenditures and R&D expenditures to total assets) on internationalization. However, due to the rapid
global development, the above mentioned results may not be relevant any longer. As a result, the aim of this
paper is to review up-to-date empirical research referring to the link between various forms of intangible
assets and internationalization. Consequently, this proposed literature review is focused on the newest
research and it relates to the papers not older than 15 years. Additionally, 60% of the analyzed studies were
published after 2015.
This study contributes in two ways. First, it enables regulators and managers to focus on those intangible
assets items that are effective in terms of fostering the process of internationalization. Second, it attempts
to revive and foster the discussion of the relevance of intellectual capital items by the entities especially
in the context of its influence of likelihood, forms, and pace of internationalization. For the purpose of
this paper, the terms such as intangible assets and intellectual capital will be used interchangeably. The
research question formulated is as follows:
RQ. What does the discipline know about the intangible assets determining the internationalization process of firms?

The structure of this paper is as follows. Section 1 is an introduction. In Section 2, the theoretical
link between intangible assets and internationalization is examined. Section 3 depicts the methodical
assumptions adopted in this literature review. In Section 4, the main findings of existing empirical research
concerning the studied impact are presented. In Section 5, the obtained results are concluded along with
limitations of the study and future lines of research.

2 T
 heoretical link between intangible assets and
internationalization
Theories of the firm internationalization: Uppsala model [Johanson and Wiedersheim-Paul, 1975],
product’s cycle life theory [Vernon, 1966], network theory [Johanson and Mattson, 1988], born global and/
or international new ventures (INVs) [Oviatt and McDougall, 1994; Knight and Cavusgil, 1996] provide a
comprehensive picture of companies’ foreign activity and directly or indirectly stress the role of resources
which given firm possess, including tangible and intangible assets.
It seems undoubtful that enterprises in order to be successful must possess and leverage
information-based intangible resources, including institutional knowledge such as knowledge of laws
and regulations [Eriksson et al., 1997]; knowledge of local conditions and opportunities [Chetty and
Blankenburg Holm, 2000]; business knowledge of resources, capabilities, and market behavior of
suppliers, competitors, and customers [Blomstermo et al., 2004]; and local relationships that provide
“home court” advantages to local firms [Dunning, 2001]. Resource-based view theory states that firms
enjoy sustained competitive advantage if they hold resources that are valuable, rare, and difficult to
imitate or substitute [Dierickx and Cool, 1989; Barney, 1991]. Intangible resources, such as trademarks,
brands, customer lists, patents, and also knowledge and skills, are particularly likely to meet these
criteria and thus play a central role in explaining firms’ sustained competitive advantage on both the
domestic and foreign markets.
The most important classification of intangible assets distinguishes among human, structural,
and relational assets [Edvinsson and Malone, 1997]. Human assets are usually measured as the level
of knowledge, education, or experience in possession of the employees. Formal education represents
an investment in human capital and it enhances entrepreneurs’ knowledge, problem-solving ability,
discipline, and the capacity to introduce practices within the firm that may enhance business success.
Completion of higher education in management studies increases business horizons and enhances
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the ability of identifying and pursuing foreign business opportunities. In addition, employees in firms
performing an internationalization strategy of rapid acceleration need a higher level of technical
knowledge and skills which would allow the firm to simultaneously conduct business across markets
around the world [Love and Roper, 2015]. Hence, the theory suggests that entering new markets requires
unique knowledge and skills, thus the general higher level of human capital should work as an enhancer
of internationalization.
Structural assets are commonly attributed to the intangible assets that enable and foster organization
in its innovative endeavors. There is a strong premise that product, process, management, and marketing
innovations might drive exports at firm level [Cassiman and Golovko, 2011; Becker and Egger, 2013]. Apart
from Oslo Manual typology of innovations, R&D and patent applications/granted are also commonly
perceived as the indicators of firms’ innovation activity. Their advantages and disadvantages are well
known [Mohnen and Hall, 2013], nevertheless common belief suggests that innovations lead to unique
skills, knowledge, attractive products, and consequently competitive advantage that enables firms’
internationalization.
With regard to relational assets, the network theory indicates that firms enter those markets where they
have established contacts with other firms; therefore, mutual benefits arise from highly internationalized
relational capital [Johanson and Vahlne, 2006]. The possible forms of relational assets are brands, customer
relations, reputation, and business cooperation.
As suggested by Mohr and Batsakis [2014], there are two mechanisms through which firms’ intangible
assets increase the firms’ internationalization pace. Intangible assets either push firms toward rapid
internationalization and/or facilitate already undertaken firms’ rapid internationalization. In this sense,
scientific interest is put on the four variables: likelihood, speed, forms, and extent of internationalization.
In terms of capturing the extent of internationalization, there have been many approaches created. Rugman
and Oh [2011] concluded that scale metrics, such as export intensity and foreign sales over total sales,
constitute the best choices.

3 Literature review design
The purpose of this proposed review is to present a possibly comprehensive overview of the existing research
on the interrelation between intangibles and internationalization. Meta-analysis was adopted as a method
of investigation for this study. Meta-analysis is an advanced technique utilized to merge the results of a
number of studies in order to provide a better overall picture of the underlying relationships between the
studied variables in terms of particular field of interest [Quazi and Richardson, 2012]. The review comprises
English-language peer-reviewed journal articles only. Following databases were used to gather needed
journals: EBSCOhost, ScienceDirect, Emerald, JSTOR, ProQuest, and Wiley Online. The search was aimed
at specific publication period (after 2012); however, some older papers (with regard to their value) were
introduced to the analysis as well. A systematic search process in the mentioned electronic databases was
performed. The initial set of keywords (“intangible assets,” “intangibles,” “intellectual capital,” “structural
assets/capital,” “relational assets/capital,” “human assets/capital,” “internationalization,” “entry mode,”
“foreign markets,” “foreign expansion”) was formed by general readings, common belief, and the author’s
experience concerning the possible link between intangible assets and internationalization. Figure 1
presents literature review adopted in this paper.
Figure 1 depicts general design of this proposed literature review. The impact of the intangible assets
on internationalization was divided into the influence of intellectual capital three dimensions: human,
structural, and relational assets. To conduct the analysis of the empirical studies, each intangible assets
dimension was assigned given set of items along with possible measures (operationalization). Guthrie
and Petty (2000) intellectual capital disclosure framework was utilized to identify given intangible items
within the intellectual capital categories. With regard to the internationalization, the possible impact was
analyzed in terms of probability to export, intensity, form, and pace.
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4 Findings
For the purpose of this paper, the proposed review is divided into the analysis of structural, human, and
relational assets’ influence on the internationalization process. Descriptive statistics of the studied papers
is shown in Table 1.
The methodology adopted in the analyzed papers referred mainly to the regression models (16 papers).
Four studies adopted a multiple case study method. Most quantitative analyses included control variables
and some studies performed robustness test. Only two papers took into account lag time of variables effect
and it was 1 year. Studied sample varied significantly, from 52 to 5,800 firms (excluding case studies)
originating mostly from the developed nations (USA, Western Europe, and Japan). Eight articles analyzed
the impact of intangible assets on internationalization in the context of explicitly developing countries
(India, Russia, Argentina, Chile, and Visegrad group countries). Out of all the studied sectors, the most
prevailing one was manufacturing. Most research employed dynamic approach, and the average time
extent of the analysis was almost 5 years; however, only one study may be truly described as longitudinal
one (Table 2).

Figure 1. Forms of intangible assets and internationalization—literature review design.
Source: Own work.

Table 1. Descriptive statistics of the studied papers
No. of papers
Publishing years of studied papers
Time span of the empirical studies
Average length of empirical studies
National context
Methods adopted
Sample—industry
Source: Own elaboration.

20
2006–2018
1985–2017
4.6
60% developed, 40% developing nations
Regression analysis: 80%, case studies: 20%
Manufacturing as dominant industry

Brambilla
et al.
(2012)

Altomonte
et al.
(2013)

Human

Structural

Intellectual

Filatotchev Interrelationship
and Piesse between post(2009)
flotation R&D
efforts and
internationalization
Li et al.
Role of R&D,
(2012)
advertising,
international
experience, and
alliance in the early
internationalization

Structural

Size/national
context

To study how
exports and export
destinations affect
the utilization of
skilled labor
To identify
correlation
between innovation
intensity and
internationalization

Intangible
assets proxy

1985–2004 R&D intensity

1992–1999 Human and
relational
capital

Years of
analysis

2008

R&D financial
incentives,
R&D-related
tax allowance

Biotech products,
2004–2009 R&D intensity,
computer products
advertising
(peripherals and
intensity,
components),
international
electronics,
experience,
semiconductors,
forming
software,
alliances
telecommunications,
test and measurement
equipment,
transportation
equipment
Manufacturing
1998–2000 Wage levels

Various, excluding
financial sector

Law firms

Industry

Sample

14,759 large
Manufacturing
firms from
Austria, France,
Germany,
Hungary, Italy,
Spain, and UK

901
Argentinian
firms

278 US STEs

1 110 IPO’s
from UK,
Germany, Italy
and France

To study the
52 largest U.S.
influence of human law firms by
and relational
total revenue
capital on
internationalization

Hitt et al.
(2006)

Human and
relational

Research design**

Study

Intangible
assets
component*

Table 2. Intangibles and internationalization—summary of literature review (oldest to newest)

Exports, imports,
FDI, outsourcing

Export intensity
with the division on
destinations based
on income

Early
internationalization
understood as
establishing foreign
operations within
3 years or less of
their founding

Export growth

Number of foreign
offices and the
number of lawyers
in each office

Form of
internationalization

Empirical approach

R&D intensity
positively influences
internationalization.

The extent of human and
relational capital generally
had a positive effect on
internationalization.

OLS, control
variables
included,
robustness test
checked
OLS, control
variables
included,
robustness test
checked

Intangible assets in the process of internationalization
(Continued)

Unit increase in innovation
intensity leads to an average
increase of around 0.3 in
internationalization intensity.
No significant cross-country
differences are observed.

Exporting to high-income
countries induces firms to
hire more skilled workers, but
exporting per se does not.

Regression
Early internationalization
analysis, control
is positively influenced by
variables included R&D intensity, whereas
advertising intensity and
alliance formed are not
significant. Relation between
international experience and
degree of internationalization
takes an inverted U-shape.

LSDV model
involving a
generalized
least squares
estimation, 1 year
time lag between
variables
Regression
analysis, control
variables included

Method of data
analysis

Findings
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Study

Teixeira
and
Coimbra
(2014)

Mohr and
Batsakis
(2014)

Moisés et
al. (2014)

Lafuente
et al.
(2015)

Rodríguez
and Nieto
(2015)

Intangible
assets
component*

Human and
structural

Human and
structural

Intellectual

Human

Human and
structural

Table 2. Continued.

Size/national
context

Impact of innovation
capability and
cooperation on
the propensity to
internationalize

To determine the
role of intangible
assets in born
globals and Uppsala
models firms
Impact of intangible
assets on likelihood
of export entry
and export
sustainability

Impact of intangible
fixed assets and
international
experience on
internationalization
speed

1,839 Spanish
firms

319 Romanian
SMEs

3,690 firms
from 80
countries

144 global
firms (majority
from USA,
UK, Japan,
Germany,
France)

To study the
111
impact of structural Portuguese
and human
USOs
capital on the
internationalization
speed of USOs

Research design**
Years of
analysis

Knowledge-intensive
business services
(NACE M72, M73,
M74)

No information

Various

Intangible
fixed assets,
depth and
breadth of
international
experience

Experience,
education,
R&D intensity,
no. of patents
registered

Intangible
assets proxy

Managerial
studies, labor
experience,
presence of an
entrepreneurial
team, perceived
risk
2003–2005 R&D intensity,
training
expenses, R&D
personnel

2008

1999–2000 Tobin’s q

Energy/environment/ 2012
sustainability, bio/
pharma, medical
devices/diagnostics,
microelectronics/
robotics sectors,
ICT/software/digital
media, agri-food
Retail
2003–2012

Industry

Sample

Export intensity

Findings

Tobit regression,
control variables
included

Generalized least
squares (FGLS),
control variables
included

Probit model,
control variables
included

(Continued)

Intangible resources are
more important for the
performance of the born
globals than for the Uppsala
firms.
Completion of management
studies and existence
of entrepreneurial team
increase the probability to
engage in exporting.
Labor experience foster
export sustainability.
R&D expenditures and
cooperation with other firms
and/or institutions positively
affect export growth.

Intangible assets, depth,
and breadth of international
experience perform a positive
effect on the speed of
internationalization.

OLS, control
Technical skills of
variables included entrepreneur affect speed
of internationalization
positively and R&D intensity
negatively. No significant
impact of patents registered.

Method of data
analysis

Probability of export Multinomial
entry and export
logit regression,
sustainability
control variables
included,
robustness test
checked

Speed of
internationalization
(average number
of foreign outlets
divided by the
number of years
since the firm’s
first international
expansion)
Export intensity

Time lag between
the founding of the
firm and the firm’s
first international
operations

Form of
internationalization

Empirical approach
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Onkelinx
et al.
(2016)

Almodóvar The role of human
610 Spanish
et al.
asset quality in the SMFEs
(2016)
internationalization
of SMFEs

Human

Human

The role of firm5,800 Belgian
level human
SMEs
capital in the
internationalization
of SMEs

Panda
Impact of human
46 public and
and Reddy capital, advertising, private Indian
(2016)
and brand
banks
investments on
internationalization

Human and
structural

Size/national
context

To study the role
9 Canadian
of intangible
SMEs
assets in the
internationalization

Research design**

Bell and
Cooper
(2015)

Study

Human

Intangible
assets
component*

Table 2. Continued.

Manufacturing

Manufacturing

Banks

Pharmaceuticals

Industry

Sample

Entrepreneur
background,
knowledge,
networking
activities

Intangible
assets proxy

International
advances and
borrowing intensity
number of countries
served

Findings

Intangible assets in the process of internationalization
(Continued)

Most studied companies
evaluated entrepreneur
background, knowledge
on foreign markets, and
networking activities as vital
factor of internationalization.
Pooled OLS,
Intellectual capital has a
control variables significant positive influence
included
on the internationalization
of banks in terms of
international advances
intensity and number
of countries served.
Advertisement and branding
expenses are significantly
negatively related to the
international borrowing
intensity.
Hierarchical
Findings indicate a
Tobit regression, significant curvilinear
control variables (inverted U) association
included analysis between the level of human
1 year time lag
capital and the firm’s export
intensity when firms choose
a strategy of accelerated
internationalization.
Tobit panel data
Relation between education
analyses, control level of the employee
variables included base, ratio of R&D staff
to total employees, and
internationalization take an
idiosyncratic S-curved shape.

Method of data
analysis

Number of countries Multiple case
internationalised
study

Form of
internationalization

1998–2005 Weighted
Export intensity
average
education level
of newly hired
employees and
the average
wage level of
all employees
2006–2010 Weighted
Export intensity
average
education
level, R&D staff
ratio

2008–2012 Number of
employees,
advertising,
and brand
investments

No
information

Years of
analysis

Empirical approach
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Arte
(2017)

Jardon and To explore the
1,687 Russian
Molodchik role of intellectual
firms
(2017)
capital in each
phase of the
process of
internationalization

Cieślik and To determine
Michałek
the relationship
(2018)
between different
forms of innovation
and their export
performance

Human

Intellectual

Structural

Industry

Sample
Years of
analysis

1,374 firms
from Poland,
Czech
Republic,
Hungary,
Slovakia

To examine the
6 Indian SMEs
role of experience
and knowledge
in new venture
internationalization

No information

Manufacturing

Experience,
market and
technological
knowledge

Founders
background,
knowledge,
personal
relations
network,
experience

Intangible
assets proxy

2013–2014 Education,
internal
coordination
system,
cooperation
(various
forms)
2011–2014 Process,
product,
management
and marketing
innovation,
R&D spending

Various, nonfinancial 2015

To study
10 Polish SMEs Various, nonfinancial No
motives of early
information
internationalization

Danik et
al. (2016)

Size/national
context

Intellectual

Research design**

Study

Intangible
assets
component*

Table 2. Continued.

Logistic
regression,
control variables
included

Multiple case
study

Multiple case
study, descriptive
statistics

Method of data
analysis

Probability of export Probit model,
initiation
control variables
included

Six staged
internationalization
index (within the
framework of the
Uppsala model)

INVs

Funding born
global and early
internationalization
process

Form of
internationalization

Empirical approach

(Continued)

Only process innovations,
R&D spending, and
employees with higher
education positively affect
export likelihood.

International “vision,”
previous experience,
and strategy of the
management are very
important in funding
a born global firm and
later internationalization
process.
International,
entrepreneurial, and
industry experience are
perceived as the important
factors in the process of
internationalization along
with the market
and technological
knowledge.
Cooperation (in its
various forms) is the most
important determinant of
internationalization at all
stages, followed by structural
capital.

Findings

70
Ł. Bryl

BaierFuentes et
al. (2018)

Éltető and
Udvari
(2018)

Human and
relational

Intellectual

Industry

Sample

No information

3,425
No information
entrepreneurs
from Spain and
Chile

Size/national
context

To determine the
148 Hungarian
factors enhancing
SMEs
internationalization

Impact of human
and relational
capital on rapid
internationalization

Research design**
Form of
internationalization

Export intensity

Entrepreneurs’ Rapid
formal
internationalization
education,
understood as INVs
entrepreneurial
experience,
risk perception,
entrepreneurs’
network,
entrepreneurial
team, business
angels’
involvement

Intangible
assets proxy

2016–2017 Commitment
of the own
management,
knowledge on
the market,
language
skills,
technological
development

2013

Years of
analysis

Empirical approach

Findings

Regression
Positive influence of formal
analysis, control
education. No link between
variables included entrepreneurial experience/
risk perception, and rapid
internationalization (Spain).
In the case of Chile, all three
human capital measures
positively influence rapid
internationalization.
Positive influence of
entrepreneurs’ networks,
teams, and participation as
a business angel (Spanish
context only).
Descriptive
Commitment of the own
statistics, case
management, knowledge
study
on the market, language
skills, and technological
development were the most
important intangible factors
contributing to the successful
internationalization.

Method of data
analysis

*When intellectual assets indicated, study encompassed all forms of intangible assets: human, relational, and structural.
**Research design limited to the link between intangible assets and internationalization. Thus original research design may vary from the one presented in this paper.
Source: Own elaboration.
INV, international new ventures; LSDV, least squares dummy variable; OLS, ordinary least squares; SMEs, small technology-based enterprises; USO, university spin-offs.

Study

Intangible
assets
component*

Table 2. Continued.
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4.1 Structural assets
Vast majority of studies on the influence of structural assets on internationalization employs R&D
intensity in modeling the potential impact. Teixeira and Coimbra [2014] studied how R&D intensity and
patents registered influence the speed of internationalization on the sample of Portuguese university
spin-offs (USOs) from different manufacturing firms. Study revealed that high R&D-intensive USOs
perform low pace of internationalization, what stays strongly in contradiction to the theory of born
globals/INVs. Possible explanation is the structure of R&D financing in the case of USOs, as these
entities tend to spend many years on publicly financed/subsidized R&D activities before they decide to
enter the market with their products [Pettersen and Tobiassen, 2012]. Long technology development and
commercialization cycle leads to slow pace of internationalization and combining with the low sales
levels leads to high R&D intensity ratios, thus providing bias results. Moreover, the authors found no
link between number of registered patents and internationalization speed. However, Filatotchev and
Piesse [2009], using a longitudinal, multi-industry, and multi-country data set (four European nations:
UK, France, Germany, and Italy) found that the level of accumulated intangible assets fosters the
R&D intensity (measured by the R&D expenditures as a percentage of sales) which in turn positively
influences export intensity (international sales/total sales). Study was conducted on the sample of newly
listed firms and the link was analyzed with regard to post-flotation R&D expenses. In this sense, findings
support a capability-based view of internationalization [Autio et al., 2000; Sapienza et al., 2006], which
indicates that internationalization decisions of newly listed firms (aimed at expanding their growth
potential) are driven, ceteris paribus, by their ability to invest in knowledge development and innovation.
The authors also found that R&D and export orientation have a combined effect on firms’ growth on the
basis of mutually enforcing phenomenon. Similarly Li et al. [2012] on the sample of US small technologybased enterprises (STEs) found a significantly positive linear impact of R&D expenditures on the early
internationalization of STEs. Same conclusions were driven by Rodríguez and Nieto [2015] who found
that R&D expenditures are positively linked with export intensity (export revenue/total sales) of Spanish
knowledge-intensive business services firms. Operationalizing R&D intensity as R&D spending/sales
ratio and expanding the model by innovation output (as forms of innovation according to Oslo Manual)
were conducted by Cieślik and Michałek [2018] who on the sample of Visegrad countries stated that not
only R&D spending positively affects the probability of exporting but it also affects the emergence of
process innovations. However, what is interesting, product, management, and marketing innovations
appeared not to be significant in terms of export likelihood in the studied sample. Valuable approach
was performed by Altomonte et al. [2013] who using a large sample of firms from developed Europe
countries studied how R&D financial incentives and R&D-related tax allowances impact the probability
to export. The authors found that innovative firms (ones that benefited from R&D incentives and/or R&D
tax allowances) are more probable to internationalize, although in a non-monotonic manner (the effect
of innovation tends to decrease once the firm is already involved in three or more foreign activities).
Moreover, internationalization intensity is dependent upon the level of innovation intensity, which is the
greatest around the median quintile (0.33) of innovation intensity.
Study referring to the more general technology capture was conducted by Éltető and Udvari
[2018] on the sample of Hungarian SMEs. Based on the questionnaires, the authors found that
technological development is an important facilitator in the process of internationalization. Similarly,
Danik et al. [2016] stated that innovativeness is one of the most important reasons for setting up the
born global firm.
Concerning other forms of structural capital, the resource-based view considers brand image as a
significant intangible asset which leads to competitive advantage of the firm [Wernerfelt, 1984]. In this
view, firms should invest in promotion and brand recognition of customers. Li et al. [2012] studied the role
of advertising spending in the process of early internationalization on the sample of US STEs. However, the
authors did not find significant correlation. The study by Panda and Reddy [2016] on the sample of Indian
banks revealed as well that advertisement and branding expenses were negatively correlated with all the
measures of internationalization (in this particular case, due to industry-specific features operationalized
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as international advances intensity, international borrowing intensity, and number of countries served). It
should be then understood that the less banks spend on branding and advertisement the greater their level
of internationalization.

4.2 Human assets
Panda and Reddy [2016] studied the impact of human capital (measured as the number of employees)
on the internationalization (operationalized as international advances intensity, international borrowing
intensity, and number of countries served) of Indian public and private banks. The authors found that
human capital positively impacts the international advances intensity and number of countries served.
However, due to the studied industry-specific features (banks as knowledge-intensive services) this
result should be treated with cautious, as intellectual capital was simply operationalized as the number
of employees. However, as suggested by Sveiby [1997] and Stewart [1999] not all employees possess
knowledge and skills of equal strategic importance for the firm and thus they should not be classified
as human capital. Cieślik and Michałek [2018] found that the share of tertiary education graduates in
productive employment is positively related to the probability of exporting. In terms of export intensity,
Éltető and Udvari [2018] on the sample of Hungarian SMEs found that language skills enhance successful
internationalization. Using the sample of Spanish SMFEs, Almodóvar et al. [2016] investigated how R&D
Staff ratio and weighted average education level impacts the internationalization (export intensity). The
authors found that there is a S-curve association that implies that in the case of employee education a
positive effect is generally observed on internationalization with the negative influence in the second
stage that may be explained by the temporary effect of the liability of outsidership, when time and efforts
are needed for adaptation. Moreover, with regard to the S-curve association between R&D Staff and
internationalization it was observed that low and high human asset quality levels foster, while medium
hinders the process of internationalization. This phenomenon may be explained in a way that having more
R&D Staff is not effective due to limited management capabilities especially in smaller, entrepreneurial
companies (SMFEs) and thus trade-off must occur between monitoring employees working on innovations
versus active in international market.
The role of human capital in the process of internationalization was also studied by Onkelinx et al.
[2016] on the sample of Belgian manufacturing SMEs. The authors analyzed the impact of education
and wage levels of the employees on two possible paths of internationalization: accelerated (associated
with born globals) and gradual (typical for Uppsala model). It turned out that only in the case of rapid
internationalization investments in human capital positively influence export intensity. However, the
positive impact is observed up to a point, after which additional investments are negatively associated
with internationalization, thus the findings suggest a curvilinear (inverted U) association between the
level of human capital and the firm’s export intensity. As stated earlier, in the case of gradual path of
internationalization, a significant association between the accumulation of employee human capital and
internationalization was not observed which can be explained in a way that gradual internationalization
enables firms to gather knowledge learn from their past experiences and utilize it during the next market
entered. In this sense, gradual internationalizers do not pursue a strategy of hiring highly educated,
experienced, and productive employees. They rather tend to maintain their level of human capital.
Brambilla et al. [2012] on the sample of Argentinian manufacturing firms indicated that companies
trading with high-income countries hired greater numbers of skilled workers and paid them higher average
salaries than other exporters (to non-high-income countries) and domestic firms.
Baier-Fuentes et al. [2018] studied the role of university or postgraduate education, entrepreneurial
experience, and risk perception in the process of rapid internationalization among the Spanish and
Chilean entrepreneurs. The authors found that in both contexts, entrepreneurs who have obtained a
university or postgraduate education are more likely to rapidly internationalize their companies (similar
to previous studies). Concerning the impact of entrepreneurial experience, the results were significant
neither for Spain nor for Chile. In terms of risk perception, only the Chilean entrepreneurs provide
evidence on the link between less fear of failure and rapid international activity. No such relation was
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observed for Spanish entrepreneurs. Arte [2017] analyzed the role of international, entrepreneurial, and
industry experience in the process of internationalization. With the help of direct interviews with Indian
firms, the author showed that international experience (measured as entrepreneurs living in foreign
countries) was found to be an important factor for most firms in taking the decision to internationalize.
International experience provided entrepreneurs with practical market knowledge and helped them in
identifying key business opportunities. In turn, industry experience appeared to be significant for most
of the studied firms. The author also observed that market and technological knowledge are key drivers
of new ventures internationalization what is in line with the learning perspective of internationalization
[Barkema and Vermeulen, 1998]. The role of firm founders’ previous experience was confirmed as
important enhancer of establishing a born global firm by the study of Danik et al. [2016] on the sample
of Polish companies.
Lafuente et al. [2015] studied how managerial studies, labor experience, presence of an entrepreneurial
team perceived risk influence probability of export entry and export sustainability. Based on the sample
of Romanian SMEs, the authors stated that likelihood of export entry is only statistically significant by
completion of management studies and existence of entrepreneurial team, whereas probability of export
sustainability is influenced only by labor experience. Perceived risk appeared not to be statistically
important neither in the case of export entry nor in export sustainability. In contrary, Teixeira and Coimbra
[2014] stated that the founders’ entrepreneur’s education (technology-related skills) affect positively and
significantly the pace of internationalization (measured as the time lag between the founding of the firm
and the firm’s first international operations). The authors concluded that there is no relation between
experience of the founding team and speed of internationalization. However, Li et al. [2012] indicated that
the impact of international experience has inverted U-shaped relationship with early internationalization
which suggests that small and inexperienced STEs tend to internationalize earlier than their relatively
larger and more experienced counterparts. In this sense, the authors argued that in contrary to general
belief, larger companies do not internationalize more intensively than the small ones and less experienced.
Although this finding is interesting, it must be stressed that such phenomenon may apply only to high-tech
industries which markets are more dynamic and experience greater risks due to more frequent technological
disruptions. In this sense, smaller firms are more flexible and thus more effective in conducting rapid
actions in response to market opportunities and threats.
Hitt et al. [2006] on the sample of largest US law firms found that the level of human capital
(operationalized by three measures: quality of law school attended by partners, average experience of the
partners in a focal firm, and total partner experience in the legal field averaged across the partners in the
focal firm) is positively related to the degree of internationalization in the form of FDI. Moreover, the authors
stated that corporate client relational capital (measured by number of large corporate clients, international
diversity of these clients, and the continuity of the relationships) serves as a base for internationalization
when a firm has strong human capital.

4.3 Relational assets
Case studies provided by Bell and Cooper [2015] showed that Canadian SMEs used eagerly relational
assets (by utilizing trade and third-party networks in home country), not only to accumulate market and
internationalization knowledge but also to (a) shorten the time needed to gain knowledge and experiences
and access and deepen market penetration; (b) overcome psychic distance, risk, and limited resource
obstacles; (c) influence selection of foreign market, and (d) leapfrog internationalization stages. The
significance of knowledge on the foreign market was proved as important enhancer of the export intensity
by the study of Éltető and Udvari [2018] on the sample of Hungarian SMEs. Knowledge of foreign markets
was proved by Danik et al. [2016] on the sample of Polish SMEs to be a crucial determinant of establishing
a born global firm.
Li et al. [2012] investigated if alliances with business partners may foster the process of early
internationalization (sample of US STEs). The authors did not find statistical significance. However, Hitt
et al. [2006] on the sample of largest US law firms stated that corporate client relational capital (measured
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by number of large corporate clients, international diversity of these clients, and the continuity of the
relationships) serves as a base for internationalization when a firm has strong human capital. However,
second studied type of relational asset (foreign government client relational capital, operationalized
as the total yearly compensation received from these governments) appeared to be a strong driver for
internationalization. This can be explained in a way that while providing services to foreign governments
in firm home country, the company gather knowledge on the (foreign) client’s country, culture, and market
opportunities abroad. In this way, an information transfer is observed. Moreover, since already existing
cooperation with foreign official entity firm’s reputation, especially in the home markets of the governments
represented, becomes stronger, the market entry becomes theoretically easier [Ellis, 2000]. Rodríguez
and Nieto [2015] found that cooperation between studied firms and other companies or institutions is
positively linked with export intensity (export revenue/total sales) in the context of Spanish knowledgeintensive business services firms. Similarly, Baier-Fuentes et al. [2018] found that among the Spanish and
Chilean companies, entrepreneurs’ interpersonal networks, entrepreneurial teams, and business angels’
involvement foster the likelihood of rapid internationalization of the firms, however only in the Spanish
context. Interesting conclusion was driven by Danik et al. [2016] who observed that in the case of the
majority of studied firms the networking activities did not begin immediately right after establishing born
global firm, but some years later.
Jardon and Molodchik [2017] studied the impact of intellectual capital components on different
stages of internationalization with regard to Uppsala model (stage 1—passive exports, stage 2—exports,
stage 3—integrated exports, stage 4—internationalized, stage 5—integrated internationalized, and stage
6—multinationalized) on the sample of Russian firms from different manufacturing industries. In terms
of relational capital (operationalized by five different types of cooperation), the study showed a positive
influence on all stages of internationalization. These findings stress the importance of cooperation activities
in the first line as determinant of internationalization. However, this conclusion may be valid only in the
studied context, as Russian firms often have to overcome intercultural barriers existing between Eastern
and Western mentalities [Bengoa and Kaufmann, 2015].

4.4 Miscellaneous
Some studies also analyze the role of accounting values of intangible assets and its impact on
internationalization. Mohr and Batsakis [2014] found that the ratio of book values of intangible assets to
total assets is positively correlated with the speed of internationalization measured as the average number
of foreign outlets divided by the number of years since the firm’s first international expansion. In addition,
the authors also observed that international experience depth (total number of years a firm has operated
in each different foreign country) and breadth (total number of foreign countries in which the MNE has
established at least one outlet) positively affect internationalization speed as well. Moisés et al. [2014] on
the broad sample of firms from 80 countries found that intangible assets (operationalized as Tobin’s q) are
more important for the internationalization process (share of export in total sales) of the born globals than
for the Uppsala firms.

5 Summary
This paper investigates the link between numerous forms of intangible assets possessed by firms and various
forms of internationalization from different international backgrounds in the light of empirical studies.
Understanding the likelihood and speed of internationalization is particularly important considering
that many nations adopt a contemporary economic model, which is export-driven. The review conducted
indicates that empirical studies provide inconclusive results; however, there may be general conclusions
formed.
First, it seems that R&D activity (operationalized as R&D expenditures, patents registered, and
innovation output) provides an inconclusive and ambiguous effect on internationalization. However, under
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certain assumptions (situations described earlier), there is a positive and strong relationship between R&D
intensity and internationalization. Therefore, the review of the empirical results analyzed in this paper
confirms the significance of R&D activity in terms of expanding international activity which is an important
consideration for the managers while formulating firm strategy.
Second, contrary to common belief, advertising spending does not foster the process of
internationalization. However, this conclusion should be treated with cautious, since only two papers
investigated this interrelation. This link should be a matter of further research.
Third, there is a significant positive link between the level of employee education and both probability
and extent of internationalization. The effect of the wages on internationalization is stage-dependent.
Fourth, the cooperation activities facilitate the extent of internationalization. This interrelation was
proved both in the context of developed and developing nation.
Final conclusions serve as guidelines for managers and business practitioners in terms of optimizing
efforts while internationalizing their firms by investing and developing certain firm-specific advantages in
the field of intangible assets. Specifically, the conducted review provides direct suggestions which intangible
assets lead to greatest positive outcomes with regard to internationalization. As a result, human assets,
measured with different indices and/or approaches, are the strongest facilitators of internationalization,
among all intangible assets. This conclusion is crucial, because, on the one hand, it is in line with theoretical
deliberations, but, on the other hand, helps the managers to perceive expenditures on intellectual capital
(e.g., trainings) not as a cost but as an investment. In this sense, this paper encourages business practitioners
to shift their interest into intangible resources to a greater extent. The practice-oriented design of this paper
was also aimed at fostering the discussion among the scholars on the significance of various intangible
assets forms in the process of internationalization.
This paper is based only on the empirical studies included in the articles, which may be understood as
a limitation. Another significant limitation could be the lack of empirical studies considering the time lag
between intangible assets variables and internationalization. This type of research was rare in the studied
sample of articles, presumably due to (almost) lack of longitudinal studies. Future lines of research should
be devoted to the deeper analysis of the impact of advertising activities on the internationalization process
especially in terms of forms and pace. There is also a great potential for further theory development by
conducing the studies with greater international comparisons on the role of intangible assets in the process
of internationalization.
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Abstract: So far, very little attention has been paid to the roles of foreign subsidiaries located in Poland and
if or how these roles have evolved. Simultaneously, there exists strong empirical justification for assuming
these roles have been evolving over the years. Through a literature review and empirical case study of a
foreign subsidiary located in Poland, this study analyzes the evolution of the subsidiary role and indicates
its relations with groups of external and internal determinants. The case study examines a 10-year period of
operations of a foreign subsidiary active in the automotive industry. The results indicate that the evolution
of the subsidiary role encompasses factors such as markets served, functional areas of operations, and
complexity of operations. The presented case study describes the complex relations among factors related
to the subsidiary, HQ, and environment concerning the evolution of the subsidiary role.
Keywords: foreign subsidiary, Poland, multinational enterprise, MNE, evolution of a subsidiary, subsidiary
role, value chain
JEL Classification: F23, F61

1 Introduction
Many foreign subsidiaries specialize in relatively narrow sets of activities in the value chains of multinational
enterprises (MNEs) and perform different roles in it [Jensen and Pedersen, 2011]. Over time, the subsidiary
role may evolve [Hood et al., 1994; Birkinshaw and Hood, 1997; Delany, 1998; Pearce, 1999; Taggart,
1999; Rugman et al., 2011], and this process is related strongly to subsidiary evolution. In prior literature,
three perspectives dominate the sources of subsidiary evolution [Birkinshaw and Hood, 1998], namely,
headquarters (HQ), subsidiary, and environment-related perspectives.
This research applies the aforementioned three perspectives concerning the issue of foreign subsidiary
evolution. In particular, it focuses on the following research questions:
•
•

What factors can be used to reflect the evolution of a subsidiary and its responsibilities in a transition
country context?
What factors determine the evolution of a subsidiary in a value chain of the MNE in a transition country
context?
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Consequently, the study has two main cognitive goals. The first goal involves learning how the role of a
foreign subsidiary located in Poland can evolve over the years and which indicators represent such changes.
In particular, this study aims to examine changes in reference to three periods—2005, 2012, and 2015—thus
providing a 10-year perspective. The second goal focuses on the identification and interpretation of the
relations between factors, indicating the role a foreign subsidiary plays in an MNE’s value chain and groups
of their external and internal determinants.
So far, previous studies on foreign subsidiary evolution predominantly focused on examples of
subsidiaries located in highly and least developed economies (Table 1). However, this neglects the perspective
of transition economies that have been developing their international relationships rapidly during the last
30 years as a result of the inflow of foreign direct investments (FDIs) and regional integration. Nonetheless,
some previous influential empirical research studies on foreign subsidiary roles addressed this gap by
considering foreign subsidiaries located in Central and Eastern European countries [Eckert and Rossmeissl,
2007; Jindra et al., 2009; Filippov and Duysters, 2012; Burger et al., 2018]. Although this solution adds to the
international dimension of the study, it also carries some drawbacks. First, there exist significant differences
between the experiences of countries, such as Poland, Hungary, the Czech Republic, Slovenia, Estonia, and
the Slovak Republic, during their political and economic transitions into democratic countries and market
economies. Second, Poland stands out from the rest of the abovementioned countries in reference to its
market size, availability of human resources, value of gross domestic product (GDP), and (apart from Hungary)
value of FDI inflow. Not surprisingly, the exceptional situation of foreign subsidiaries located in Hungary has
already attracted attention from researchers [Sass and Szalavetz, 2013; Szalavetz, 2018]. However, there still
exists a research gap in terms of qualitative studies reflecting on the complex relationships formed during
subsidiary evolution, especially in the Polish context and applying a long-term time perspective.
The remainder of the article is structured as follows. Section 2 reviews the literature on foreign
subsidiaries’ roles and provides insights into the theoretical background of the study. Section 3 elaborates
on the empirical research methodology. Section 4 presents the basic information concerning the Polish
automotive industry to provide a necessary background for the case study. Section 5 elaborates on the
empirical evidence drawn from the case study concerning a Polish subsidiary of an MNE, to illustrate
the evolution of the subsidiary role within the value chain of an MNE and its potential determinants. The
concluding section provides a synopsis, analyzes key research implications stemming from the research,
and marks the limitations of the study and directions for future research.

2 Theoretical and empirical background of the study
2.1 Drivers of foreign subsidiary evolution
MNEs are perceived as interorganizational networks of geographically dispersed and differentiated but,
at the same time, interdependent units [Crookell, 1986; D’Cruz, 1986]. From this perspective, the HQ and
subsidiaries are involved in a perpetual bargaining process [Mudambi and Navarra, 2004; Andersson et al.,
2007], and the subsidiary may possess potential and considerable latitude to formulate a strategy and make
autonomous decisions [Birkinshaw, 1997; Taggart, 1997; Birkinshaw et al., 2001; Rugman and Verbeke, 2001;
Cantwell and Mudambi, 2005; Ambos et al., 2010]. Moreover, based on the observations of MNE operations,
international business scholars noticed that MNEs adjust their actions and strategies according to changes
in environmental conditions [Kindleberger, 1966; Dunning and Robson, 1988; Ford and Strange, 1999]. This
adjustment takes place through the integration of each subsidiary’s strategy for certain local conditions
while considering the HQ’s resource configuration [Ghoshal and Nohria, 1997]. Thus, the model developed
by Birkinshaw and Hood [1998] considers three drivers of subsidiary evolution: HQ management, subsidiary
management, and local environment dynamics. This approach was also supported by Dörrenbächer and
Gammelgaard [2006] and Filippaios and Papanastassiou [2008], among others.
Table 1 juxtaposes the empirical studies referring directly to determinants of foreign subsidiary evolution
while considering the studies’ emphasis, sample size, type (static/dynamic), analytical methods used, and
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Table 1. An overview of the selected empirical studies concerning subsidiary roles*
Emphasis
Andersson and
Forsgren [2000]

Benito et al. [2003]

Cantwell and
Mudambi [2005]

Manolopoulos
et al. [2005]

Tsai et al. [2006]

Dörrenbächer and
Gammelgaard
[2006]

Eckert and
Rossmeissl [2007]

Boehe [2008]

Salgado [2011]

Filippov and
Duysters [2012]

Sass and Szalavetz
[2013]

Search for factors influencing a
subsidiary’s status as a center of
excellence, with special attention paid to
external embeddedness.
Examination of the environmental
factors’ importance in determining MNE
subsidiaries’ roles, with special attention
paid to deep integration schemes like in
the EU.
Analysis of subsidiaries’ R&D intensity,
with special attention paid to MNE grouplevel and subsidiary-level characteristics
as well as locational factors.
Analysis of the impact of specific
subsidiary roles on the accessibility of
technology in a peripheral country in
terms of the foreign direct investment
received.
Examination of the relationships among
the patterns of subsidiary strategic
roles, organizational configurations, and
business performance.
Explanation of the foreign subsidiary role
development in terms of changes in the
market, product, and value-added scope,
with special attention paid to subsidiary
capabilities, host-country localization
advantages, and strategies realized by
human resources.
Examination of the influence of a
subsidiary’s external environment,
tasks, mode of ownership, and mode of
market entry on the development of the
subsidiary role.
Analysis of how different degrees
of hierarchical control and incentive
mechanisms in MNCs may influence
subsidiary roles in product development,
with special attention paid to subsidiaries’
market scope and innovative capabilities.
Analysis of a foreign subsidiary’s role
evolution, with special attention paid to its
barriers resulting from local and corporate
characteristics.
Examination of foreign subsidiaries’ role
evolution in the context of new EU member
states, with special attention paid to
the headquarters’ assignment and local
environment dynamics.
Examination of product, process,
and functional upgrading of foreign
subsidiaries induced by the global
economic crisis.

S/D

Sample Analytical methods Geographical coverage
size

S

98

Regression analysis Foreign subsidiaries of
Swedish MNEs

S

728

Analysis of variance Foreign subsidiaries
(ANOVA); regression located in Denmark,
analysis
Norway, and Finland

S

225

Regression analysis Foreign subsidiaries
located in the UK

S

92

Descriptive
Foreign subsidiary
statistics; regression located in Greece
analysis

S

142

Factor analysis;
cluster analysis;
regression analysis

D

13

Case study analyses Subsidiaries of German
MNEs located in
Hungary

D

99

Descriptive statistics; Foreign subsidiary
ANOVA
located in the Czech
Republic, Hungary, and
Poland

S

146

Regression analysis; Foreign subsidiary
cluster analysis
located in Brazil

D

1

Exploratory case
study analysis

Foreign subsidiary
located in Mexico

D

100

Descriptive
statistics; ANOVA

Foreign subsidiaries
located in the Czech
Republic, Hungary, and
Poland

D

10

Exploratory case
study analysis

Foreign subsidiary
located in Hungary

Foreign subsidiaries of
Taiwanese MNEs

Continued
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Table 1. Continued
Emphasis
Achcaoucaou et al. Examination of changes in the R&D
[2014]
mandate of foreign subsidiaries
in relation to internal and external
embeddedness.
Burger et al.
Examination of the impact of functional
[2018]
upgrading on foreign subsidiaries’ value
capture.

Tippmann et al.
[2018]

S/D

Sample Analytical methods Geographical coverage
size

D

4

D

308

Examination of the simultaneous pursuit
D
of competitive and cooperative behavior in
subsidiary role development.

12

Exploratory case
study analysis

Foreign subsidiary
located in Spain

Regression analysis Foreign subsidiary
located in East
Germany, the Czech
Republic, the Slovak
Republic, Hungary,
Poland, and Romania
Exploratory case
Foreign subsidiary
study analysis
located in Ireland

Note: *Empirical studies focusing mainly on the subsidiary role typology are not included in the table.
S – static study; D – dynamic study.
Source: Own study.

the widely understood geographic coverage. International management researchers commonly accept that
the subsidiary role evolves over time [Hood et al., 1994; Birkinshaw and Hood, 1997; Delany, 1998; Williams,
1998; Pearce, 1999; Rugman et al., 2011]. Such changes occur due to the dynamic patterns and changing
interactions of the MNE- (HQ and subsidiary) and environment-related factors and policies, especially when
a host country is involved in a transformation process. However, although the need for studies concerning
the subsidiary role evolution is often highlighted in the literature [Jindra et al., 2009; Rugman et al., 2011;
Filippov and Duysters, 2012], the current number of studies that take a dynamic perspective is still relatively
low. In addition, there is a lack of qualitative studies concerning this subject that, instead of focusing only on
the narrow aspects of the issue, examine the complexity of the subsidiary evolution phenomenon.

2.2 Inflow of foreign direct investment and subsidiary evolution in Poland
The accumulated value of net FDI inflows to Poland during 1990–2004 amounted to about 69.7 billion
USD, which increased by about 165 billion USD by 2015 (World Development Indicators Database; accessed
17.12.2016). At the same time, data on foreign subsidiaries in Poland indicate that, over the years, the scale
and scope of the subsidiaries’ operations have been changing. More precisely, in 2002, the share of foreigncontrolled affiliates in manufacturing and service sector turnovers amounted to respectively 38.9% and
26.7% [OECD, 2005], and by 2007, these values increased to 46.1% and 31.1%, respectively [OECD, 2010].
Furthermore, in 2002, while the average export and import propensity of foreign-controlled affiliates
amounted to, respectively, 39.7% and 35.7% for the manufacturing industry and 3.3% and 26.8% for the
service industry [OECD, 2005], in 2007, these values increased, respectively, to 51.7% and 38.0% and to 7.9%
and 27.0% [OECD, 2010]. It is worth highlighting that Poland became a member state of the EU in 2004.
This brought substantial changes in terms of FDI inflows to Poland and export from Poland [Gorynia, 2014;
Dzikowska et al., 2017], that potentially were reflected the tasks assigned to foreign subsidiaries located in
Poland.
The abovementioned information is supplemented by the results of other empirical studies. In
particular, foreign subsidiaries located in Poland concentrate more on the downstream end of the value chain
(marketing, sales, and customer service) than those located in the Czech Republic and Hungary [Eckert and
Rossmeissl, 2007]; they have higher number of relations with local customers than subsidiaries situated
in the Slovak Republic, Hungary, and Estonia [Jindra et al., 2009]; and they hold sales responsibilities
exceeding the national level (the Central and Eastern European region or even the world) more often than
foreign subsidiaries from Hungary and the Czech Republic do [Eckert and Rossmeissl, 2007]. In addition,
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Eckert and Rossmeissl [2007] found evidence that the number of value chain functions carried out by
foreign subsidiaries located in Poland has increased over time.
Therefore, there are reasons to suspect that the roles of foreign subsidiaries located in Poland within
MNEs’ value chains may be somehow different from the roles of foreign subsidiaries situated in other
countries. Sass and Szalavetz [2013] indicated that this was the case for subsidiaries located in Hungary.
However, there is a lack of studies concerning this subject, especially the ones taking a qualitative
perspective. Previous influential empirical research on foreign subsidiaries’ evolution referring to Poland
conducted quantitative analyses and considered foreign subsidiaries located in both Poland and other
Central and Eastern European countries [Eckert and Rossmeissl, 2007; Jindra et al., 2009; Filippov and
Duysters, 2012]. Their reasons for selecting such a research sample is that the process of these countries’
transition to market economies started in the 1990s and the countries have similar practices related to
privatization, liberalization, and macroeconomic stabilization [Gabrisch and Hölscher, 2006]. Although
this solution added an international dimension to the study on this subject, it also carries drawbacks.
First, there exist significant differences in the experiences of countries such as Poland, Hungary, the
Czech Republic, Slovenia, Estonia, and the Slovak Republic in the political and economic transition into
democratic countries and market economies. These differences can be largely explained by their initial
conditions, macroeconomic policies, and structural reforms [Fidrmuc and Tichit, 2009]. Second, Poland
stands out from the rest of the abovementioned countries in reference to its market size, availability of
human resources, GDP values, and (except from Hungary) FDI inflow values.
Through the literature review, it was concluded that the subsidiary role and the role’s evolution are
very complex issues, which can be represented by many distinct but interlinked indicators. These issues
are simultaneously interrelated to multifaceted matters related to the subsidiary itself, the HQ, and the
environment in which they operate. The complexity of these relations is difficult to capture in quantitative
studies without appropriate operationalization of the subsidiary role. Case study research allows one
to recognize that in complex systems, trajectories and transformations depend on the whole, the parts,
interactions among the parts and the whole, and interactions between a system and other complex systems
among which it is nested and with which it intersects [Ragin and Becker, 1992]. Such a research methodology
appears to be promising for this area of study. Furthermore, quantitative studies on subsidiary evolution
have not yet been conducted in the Polish context.

3 Methodology
The aims of this study include understanding how the role of a foreign subsidiary located in Poland has been
evolving over the years as well as interpreting the relations between factors indicating the role and the groups
of its potential external and internal determinants. Case study research was chosen to provide contextualized
explanations suggesting that causal linkages are not simple and universal but may operate differently in
different contexts [Welch et al., 2011]. A single-site research design was considered appropriate as the studied
phenomenon has rarely been explored in the Polish context [Eisenhardt and Graebner, 2007], and this design
should provide a comprehensive understanding of the studied company and issues. In line with Piekkari et al.
[2009], it was assumed that the use of multiple cases with few data sources per case would not result in similar
richness of results. Thus, the selection of the case was theoretically grounded [Yin, 2009].
The collection of primary data took place for 18 months, during 2013 and 2014. A follow-up interview
was conducted in 2017. The data collection comprised interviews and formal and informal discussions
with key managers. The majority of the interviewed managers were of Polish origin, but some respondents
originated from the MNE’s home country (designated by the HQ for a temporary contract at the subsidiary).
Altogether, the author conducted five interviews. The conversations focused on major areas of the
subsidiary’s operations and were conducted with the President of the Board, Managing Director, and HR
Director.
The issues raised during the interviews were assigned to three different time segments: the year 2005
when the subsidiary started production, the year 2012, and the year 2015 (referring to the mid-term future
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at the time of the interview). It is worth highlighting that, when referring to the future, respondents were
requested to base their answers on the subsidiary’s and MNE’s actual plans, rather than on subjective
opinions [for a similar solution, see Jarillo and Martinez, 1990]. This information was crosschecked further
in 2017 upon gathering secondary information and conducting the follow-up interview. The primary data
were then triangulated with secondary information, which included financial reports, articles, and internal
documents of the company.
Drawing on previous literature [White and Poynter, 1984; Delany, 2000; Sass and Szalavetz, 2013], the
issues indicated in the interviews were categorized based on the subsidiary role, subsidiary-related factors,
HQ’s involvement, and factors related to the environment. Table 2 presents the basic issues assigned to the
concepts. When conducting the analysis, open, axial, and selective coding [Strauss and Corbin, 1998] were
used to extract topics and sub-topics from the transcripts and other data sources. Then, the results were
used to build a holistic understanding of the subjects raised by the two research aims.

4 Case description
4.1 Industry and corporate background
For years, the automotive industry has been the second largest manufacturing sector in terms of
generated turnover in Poland. The biggest companies in the Polish automotive industry constitute foreign
subsidiaries that started their operations in Poland after 1989. These players exerted significant influence
on the development and present condition of the industry. By 2010, FDI stock for the automotive industry
amounted to 6.7 billion EUR and was still growing. In 2011, companies already operating in the automotive
industry additionally invested about 725 million EUR in innovation activities, and 65% of this value was
spent on acquisitions of machinery and technical equipment [GUS, 2012].
As a result of changes induced by foreign investors in the automotive industry, for years, the industry’s
level of productivity has been visibly higher than the average for the Polish manufacturing industry
(respectively, about 160,000 EUR and 116,000 EUR of sold production per employee in 2014; GUS, 2015).
In addition, ~90% of automotive industry production is sold to other European countries, and Poland is
the second largest car and automotive parts manufacturer in Eastern Europe after the Czech Republic—the
turnover of automotive companies in Poland amounted to about 29 billion EUR in 2014 (Eurostat database,
accessed: 05.06.2016). Membership of the CEE countries in the EU enabled a high integration of the foreign
subsidiaries (located there) in the value chains of MNEs operating in the automotive industry.
The majority of foreign investors from the automotive sector are agglomerated relatively near each
other, in the south-west part of Poland. One reason for such agglomeration, besides the proximity between
suppliers and customers, is the existence of special economic zones (SEZs). Poland has 14 such zones in
Poland, of which 7 have attracted many automotive companies. Localization within SEZs is favorable, as
income from business activities conducted within this territory is often tax-exempted. The Polish Ministry
of Economy grants these permits; however, in practice, the ministry authorizes the entities managing the
SEZs to issue them.

Table 2. Issues assigned to the latent concepts
Subsidiary role

Subsidiary-related factors

Headquarters’ involvement

Areas of operations
Advancement of operations
(complexity and added
value)
Market served

Competitive potential
Relations with local suppliers/
portfolio of local suppliers
Initiative

Autonomy level
Support in terms of competitive
potential development
Appraisal of subsidiary aims’
fulfillment/recognition of actions

Source: Own study.

External environmental
conditions
General
macroeconomic
conditions
Competitive conditions
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PL MOTO is a subsidiary of an Asian MNE (MOTO MNE) located in Poland. MOTO MNE’s operations in
the automotive industry started in the 1970s. Today, the whole MNE group consists of about 50 subsidiaries
operating in around 20 countries in Asia, Europe, America, and Australia. During fiscal year 2015, the group
generated sales amounting to over 2 billion EUR while employing about 11,000 people worldwide. For years,
around two-thirds of the capital group’s sales were generated by automotive systems, and the company has
been recognized as a first-tier supplier to the world’s major car manufacturers with a 25% global market
share in its segment.

4.2 PL MOTO
PL MOTO, the Polish subsidiary of MOTO MNE, was established in 2004. Important aspects of locating this
investment in Poland were benefits related to participation in the EU market together with accessing low
labor-cost market. From the very beginning, the plan was to use the subsidiary as a production center,
specializing in a set of technologically advanced products targeting to supply a part of the European market.
All the products of PL MOTO are sold to final clients through a regional company—MOTO EUROPE. Such
an approach is common within MOTO MNE. As a result, MOTO EUROPE can sell more complex offers, has
more experience in serving main customers and maintaining long-term relations with them, and possesses
higher bargaining power over customers than single production center does. This means that PL MOTO
has relatively low influence on price levels, as those are set based on the cost levels and are susceptible to
foreign currency fluctuations. This trend is additionally strengthened by the fact that agreements between
car manufacturers and first-tier suppliers often cover several-year periods and put a strong emphasis on
regular reduction of prices. Therefore, cost levels generated by PL MOTO are of special importance. This is
evident from the viewpoint provided by the Managing Director:
“From our perspective, the price is given, and so we have to be very cost focused and concentrate on constant improvements
and adjustments. Costs can of course be divided into different categories, and depending on the cost category, we apply
appropriate actions.” Managing Director, 2014.

The provided evidence highlights the importance of cost level in the situation when the subsidiary
has very little influence on the price level. At the same time, PL MOTO’s products are targeted at qualityfocused clients. Thus, during the production process, special attention is paid to their quality and reliability.
Therefore, for the subsidiary, cost reduction is an issue of economies of scale, efficiency of the production
process, and process improvement, rather than of reduction of intermediate goods’ quality. This is reflected
by another indication of the Managing Director:
“The final clients [car manufacturers] expect a reliable, highly efficient, and not expensive product. To improve our competitiveness, we need to concentrate on many areas. Efficiency is crucial for us. It exerts a unit impact on amortization, HR costs,
and property costs. So, we try to create improvements in this area also.” Managing Director, 2014.

Table 3 presents basic financial data concerning PL MOTO during the analyzed period. The data show
that despite the negative situation of the world automotive sector, the subsidiary has been developing
quickly. The turnover growth results from the increase in production of “old” products and introduction of
new products. The President of the Board indicated that possibilities for growth of the subsidiary resulted
from specific characteristic (advanced technology) of the provided products together with favorable
external conditions:
“When we started production, our products were very modern. Products that our company offers are more technologically
advanced than the ones produced in other sister companies located in Europe. Demand for such products grows. This is one of
the reasons why we can also grow further and obtain new investments. Another thing is that we are launching new products.”
President of the Board, 2013.

As highlighted by the President of the Board, the state-of-the-art products, growing demand, together
with the changes in the product portfolio reflecting this trend, were drivers of new investment and growth
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Table 3. Basic financial data concerning PL MOTO

2005

Turnover (thousand EUR)

Assets (thousand EUR)

Employment

70

36,000

39*

2008

83,000

89,000

350

2012

110,500

100,000

490

2015**

250,000

120,000

750

2015***

130,000

150,000

1,000

*Data refer to 2004.
**Forecast values.
***Actual values.

of the subsidiary. Data concerning 2015 refer to the company’s plans resulting from investment started in
2012. By 2015, the turnover generated by the subsidiary was expected to double. However, this expectation
was not met. This can be partially explained by the fact that further investment was carried out in the
subsidiary, which resulted in higher than expected increases in the subsidiary’s assets and employment
level. In 2016, the generated turnover was significantly higher than before and exceeded 180 million EUR.

4.3 The subsidiary’s role in the MNE’s value chain
The main functions of PL MOTO include assembly, production, quality control, and logistics. The subsidiary
also has its own administration department that provides supporting services (tasks related to accountancy
and human resource management). Until 2013, PL MOTO did not have its own R&D department; however,
such a unit was created by 2015. In terms of market scope, the functions of supporting services, quality
control, and R&D had local scope from the moment of their establishment until the end of the analyzed
10-year period. At the same time, the production, assembly, and logistic functions had regional scope (to
fulfill the needs of regional sister subsidiaries and external customers) throughout the research period.
Changes with regard to assembly and production functions were, however, visible in terms of their
sophistication level. As a result of the investments mentioned earlier and changes in the sourcing strategy,
the level of added value generated by PL MOTO through its products increased significantly, along with the
complexity of the performed tasks. The substantial increase in the added value level, and a unique role of
the subsidiary within the MNE has been highlighted by the President of the Board:
“The technologies that we are introducing right now are very advanced. Some of them have not been introduced before in the
whole group. Some of the intermediate goods that will be produced in Poland have never before been produced within the
group. As the result of those investments, the added value we will be able to generate will increase significantly.” President
of the Board, 2014.

The described changes required technological advancement of the tasks performed within the
production and assembly functions, which was a prerequisite for subsidiary growth. At the same time, the
sole fact of being assigned these new tasks was perceived as promotion of the subsidiary.

4.4 Subsidiary-related factors
4.4.1 Relations with local suppliers/portfolio of local suppliers
At the very beginning of its operations, PL MOTO’s suppliers were chosen by the HQ. To some extent,
PL MOTO adjusted this practice locally. However, the majority of intermediate goods were bought by the
subsidiary within the corporation. The most drastic change in this regard took place in 2015 with the
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creation of a local purchasing department. This change was supposed to increase PL MOTO’s flexibility,
decrease its dependency on the HQ regarding supplies, and, finally, lead to a decrease in intermediate
goods’ prices. However, the MNE’s regional office was still responsible for major regional purchases of
intermediate goods. As indicated by the Managing Director, gaining new experiences in cooperation with
regional and local suppliers was an important aspect of the subsidiary’s transformation:
“At the beginning, we were supplied by the HQ with casting molds. These turned out to be too expensive; the prices were high,
transport was expensive, and, surprisingly, their service life was not too long too. So, shortly after production was started,
we found a supplier in Germany. Currently, almost 90% of such parts are bought from Polish suppliers, and we are satisfied
with those products, both their quality and prices. These actions were induced by our initiative; we had full autonomy in this
regard. We simply tried to decrease our cost and improve our competitiveness.” Managing Director, 2014.

While the cost aspects were an important motivation for the change of the suppliers, the subsidiary
had to show active initiative in this regard and sell the idea of the suppliers change to the MNE’s
managers. From this perspective, the cost and quality advantage offered by the local suppliers provided
an opportunity that was used to demonstrate to the MNE a proactive behavior of the subsidiary.
However, the local supply environment of the subsidiary has also created some external threats from
which the subsidiary had to compensate itself. In fact, the internalization of the share of intermediate
goods’ production in the subsidiary resulted from its inability to find a local supplier able to fulfill
the required quality standards at an appropriate price level. This is why, as noted by the President of
the Board, the subsidiary perceived the suppliers as partners with which it could developed strong,
reciprocal ties:
“Finding a supplier who fulfills our quality requirements, price targets, and development prospects is difficult. When we find
an intermediate goods supplier with potential—and I am not speaking only about Poland but also about the whole Europe,
especially Central and Eastern Europe—who does not fully meet our requirements, but has potential for it, we try to help this
supplier to upgrade. We influence its development.” President of the Board, 2013.

Despite the active efforts of the subsidiary to increase its share of purchase from local and regional
suppliers, the level of internal embeddedness has been growing slowly. The following statement highlights
the importance of the stronger embeddedness of the subsidiary in the local context and the very low initial
level of this aspect even after 5 years from establishing the subsidiary:
“We have not had strong relations with external intermediate goods suppliers so far. Most of those goods were supplied by the
HQ. Currently, our strategy is based on the development of suppliers other than the HQ. But we are only starting to introduce
it. This is for flexibility and cost reasons. Another thing is diversification of foreign currency risk. It became very high and was
threatening further investments.” President of the Board, 2013.
“Speed of reaction and fulfillment of our requirements is really good. We try to go in this direction, support such kind of
cooperation, and increase its level. With regard to intermediate goods, it goes a little bit worse.” President of the Board, 2013.

The aforementioned testimonies additionally indicate that strong supply relationships with the HQs
had prevented the subsidiary from developing its own relationships with external suppliers earlier. While
this can be explained by a limited trust of the foreign investor to environment in which it has no previous
experience, it also exposed the subsidiary to the conditions of the unfavorable external environment of the
home country.
The most important local suppliers of PL MOTO in 2013 were its service, tools, and machine parts
providers. In the opinion of the subsidiary managers, cooperation with those companies fulfilled the
expectations of PL MOTO fully and contributed to the uniqueness of the subsidiary. The subsidiary has
developed strong, reciprocal ties with those companies, including even some forms of knowledge transfer.
This is evidenced by the fact that some suppliers’ employees have become members of teams working
on efficiency improvement projects in PL MOTO, and the subsidiary provides its crucial suppliers with
information concerning promising technologies, together with expectations and requirements concerning
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further development. As evident in the following statement of the Managing Director, the close cooperation
with those suppliers was perceived as beneficial for the subsidiary:
“We have had very good relations with local providers; so far, cooperation has been working really well. Their employees
are often members of our project teams and help us improve our processes. This is also in their interests. In return, they can
develop, grow and employ new people. There are also some small, local suppliers that we managed to find, who supply us
with machine parts or casting molds. Those local, widely understood service providers support our uniqueness. We try to
strengthen such cooperation.” Managing Director, 2014.

The possibility for incoming knowledge flows explains the special interest in cooperation with external
suppliers. However, the number of this kind of relationships and areas of those cooperation relationships
were limited. Furthermore, it should be highlighted that the suppliers’ dependency on the subsidiary was
much stronger than the subsidiary’s dependence on them. While this is visible in the aforementioned
statement, it was also clear when considering the share of suppliers’ total turnover generated by PL MOTO
in comparison with the share of costs generated by those suppliers within the total costs of the subsidiary.
Moreover, plans concerning PL MOTO’s operations for 2015 assumed that the share of intermediate goods
provided by the local suppliers would increase. While this has eventually happened, the speed of change
was slower than initially expected by the subsidiary.

4.4.2 The subsidiary’s competitive potential
As presented in Table 3, the amount of assets and number of employees under PL MOTO’s control has
been increasing over the analyzed 10-year period. This shows that the subsidiary’s competitive potential
has been growing. The launched investments were aimed at increasing production capacity, enabling the
changes regarding the subsidiary sourcing strategy, and improving production technology. As a result of
those changes, products offered by PL MOTO have become more technologically advanced and have higher
quality, while the production process has become faster, more environment-friendly, and cost-efficient. In
addition, the PL MOTO’s product portfolio increased.

4.4.3 Initiative
The majority of investments made in this location resulted from decisions made by the HQ, and the increase
in employment was caused by an attempt to utilize the subsidiary’s higher production capacity. However,
it should be remembered that decisions concerning new investments were not planned at the beginning of
PL MOTO’s operations. From the beginning of the subsidiary’s existence, its local team was significantly
involved in the process of PL MOTO’s competitive potential development. This involvement included
the adjustment of corporate standards and practices to local realities, encouragement of creativity and
innovativeness among employees, and appropriate targeting of capabilities’ development.
“One thing is the amount of knowledge and investment that was transferred from the HQ. The knowledge had to be adjusted to the
Polish realities. The adjustments were introduced locally by our team. Our whole management team was involved in this adaptation
process. We were testing different solutions, checking them, and adapting. The exact transfer of some practices was not possible;
they would not work. There were too many differences concerning the way of thinking, approach to problems, cultural differences…
The basic framework and the concept, stayed valid, but we adjusted the rest.” President of the Board, 2013

The aforementioned statement indicates that the subsidiary was actively involved in adjusting
MNE’s standards, practices, and tactics to the local context. The practices introduced in the subsidiary
turned out to be very successful. Almost all employees are involved in the suggestion system and quality
circles. Moreover, PL MOTO has become a leading subsidiary within the corporation, when referring to
efficiency improvement processes and targeting further development requirements. This allowed the
subsidiary to gain trust from the HQs in terms of ability to further development required capabilities
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and permitted the subsidiary to be self-sufficient in terms of setting directions for further development.
In line with the aforementioned argumentation, the Managing Director of the subsidiary indicated the
following:
“Currently, frankly speaking, our development requirements are defined internally, within the subsidiary. We try to direct the
development of capabilities on our own.” Managing Director, 2014.

While the aforementioned statement indicates a scope of freedom of the subsidiary in terms of its
development, it also proves its proactive behavior in establishing areas that need further development.
However, the initiative of the subsidiary is not limited to the responsibilities that have been already
officially assigned to the subsidiary. As indicated by the HR Manager, the subsidiary takes active attempts
at attracting new investments:
“Our initiative focuses on getting a new business. So far, we have managed quite well in this regard.” HR Manager, 2014.

PL MOTO managers can, of course, try to highlight the subsidiary’s strengths and suitability for a
particular investment. However, these actions generally have a social and marketing character.

4.5 HQ’s involvement
4.5.1 Support in terms of competitive potential development
As mentioned earlier, the basic framework for the subsidiary’s competitive potential was provided by MOTO
MNE together with the primary investments. It was adjusted by PL MOTO’s team to the Polish context.
The subsidiary’s competitive potential increases as a result of further investment. PL MOTO’s managers
regard HQ support in this area as sufficient, and further development of the subsidiary’s capabilities
is based on PL MOTO’s own initiative. In this regard, the subsidiary is both creative and autonomous.
This is indicated by testimonies of the Managing Director and Human Resource Manager of the
subsidiary:
“Right now, our competitive potential is developed by ourselves; we do not need additional incentives.” Managing Director,
2014.
“Of course, good practices are shared in other subsidiaries, in the whole corporations, but the actions are really individual
and autonomous.” HR Manager, 2014.

The statement of the HR Manager indicates that although the subsidiary has freedom in choosing the
directions of development, it does not do so in isolation from the MNE, and perceives itself as a member of
a larger group providing support for further development.

4.5.2 Autonomy
The autonomy level of the subsidiary is differentiated depending on the particular area of decision. PL
MOTO managers have full autonomy in regard to organization of the production process. Decisions
concerning expansion to new markets and creation of new products are made by the HQ. Different levels of
the decision-making autonomy within operational and strategic areas have also been acknowledged in the
statement of the President of the Board:
“We have full autonomy. Of course, I am talking about production that has already existed in our subsidiary, not new investments. Decisions concerning new investments are made by HQ, and, already at this point, potential recipients of such investment are selected.” President of the Board, 2013.
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While the decisions concerning new investments are made by the HQ, the subsidiary tries to monitor
such opportunities and be visible for the decision-makers. Autonomy in terms of the sourcing strategy
is more complex. When referring to intermediate goods, purchases are mainly organized within the
corporation. However, such purchases do not include basic goods and services related to maintaining the
production process, which is autonomous for the subsidiary. As mentioned before, in 2013, there was a plan
for this role of the subsidiary to increase. This is indicated by the President of the Board:
“The European purchasing division has a quite significant role in relation to propositions in this regard [intermediate goods
purchases]. We are planning to create a purchasing department in Poland. We want to increase our role with regard to selection of suppliers. However, a significant part of this role will still remain under control of the corporation.” President of the
Board, 2013.

In relation to the aforementioned statement, it is worth highlighting that the plans concerning PL
MOTO’s operations for 2015 assumed that the share of intermediate goods provided by the local suppliers
would increase, and the subsidiary wanted to have a decisive impact on their selection (see subsection
4.4.1). While the share of intermediate goods provided by the local suppliers has increased by 2017, the
speed of change in terms of was substantially slower than initially expected by the subsidiary.

4.5.3 Recognition
The achievements of the analyzed subsidiary have been noticed within the corporation. Over the years, PL
MOTO’s teams have won in the regional and global contests conducted by the corporation. Furthermore,
some of the practices started by PL MOTO were introduced in sister subsidiaries. Another aspect is the
ability of the subsidiary to attract new investments. This is reflected in the following testimonies:
“I think that, in some sense, we have shown that we can do a lot, achieve a lot. And we managed to build trust and reputation
in the capital group. We have shown that, in Poland, we can successfully manage a project and receive really good results.
The other things are cost issues. We are cost competitive when compared to other sister companies, and this also attracts
additional investments to our subsidiary.” President of the Board, 2014.
“The fact that we are creative, resourceful, hard-working is appreciated.” HR Manager, 2014.

“The corporation is fully aware of our cost competitiveness. I cannot say that our sister companies are worse appraised,
because, in many areas, they are better than us. They have been operating longer, they have departments that we still do not
possess, and we are only trying to start operations in those areas. Some of the production processes are better performed
there. At the same time, our subsidiary has also mastered some processes better. But the cost element is very important and
we are cost competitive. Another thing is the motivation of employees. Motivation of employees is much higher in Poland than
in our European sister companies’ locations.” Managing Director, 2014.

As indicated from the aforementioned statements, the most important factors in the HQ’s appraisal,
as seen by PL MOTO’s managers, are cost competitiveness, motivation of employees, and continuous
efforts toward improvements. PL MOTO has also been active concerning corporate social responsibility
(CSR) actions. Among others, the subsidiary supports the local community by cooperating with vocational
schools, encouraging environment-friendly behavior and local initiatives, and helping a local public
organization. In fact, the subsidiary was the first among the whole group to launch an official CSR policy.
“Our CSR policy is seen as a benchmark. Our subsidiary was selected as a leader for an international project team aiming at
creation of a common European CSR policy.” HR Manager, 2014

Importantly, the local activity in terms of CSR actions has been used by the local management to positively
differentiate the subsidiary within the MNE. The ability of the subsidiary to individually start operations in
an area relatively new for the whole group also allowed to substantially improve the subsidiary’s credibility.
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4.6 Environment-related factors
From the beginning of its operations, PL MOTO was located in an SEZ. Thus, the subsidiary has been
using an income tax exemption. As mentioned before, permits for operations in SEZs are granted
by the Polish Ministry of Economy but issued by the entities managing SEZs. It is required for all
new investments and business expansions in the SEZ to have new permits. This implies that the
subsidiary must support relations with the administration of the SEZ in which it operates as well as
with representatives of the Ministry of Economy. These relations were crucial at the beginning of PL
MOTO’s operations in Poland and become important whenever the MOTO MNE increases investments
in PL MOTO. This means that, over time, the strength of the relationship between PL MOTO and
governmental actors has developed in line with the proposition of Drogendijk and Andersson [2013].
In particular, the relationship was at the highest level at the moment of establishing the subsidiary.
Over time, its strength has decreased; however, the relationship becomes stronger every time a
subsidiary investment takes place.
In the opinion of PL MOTO’s managers, the most important governmental stimulus for conducting and
extending the company’s operations in its present location is the tax exemption. The vast amount of land in
the SEZ, which is in the possession of the company, allows the subsidiary to be further developed and new
investments to be made, if necessary. The role of governmental actors, as seen by the subsidiary managers,
should be focused on harmonizing the law and its interpretations. It is worth highlighting that, according
to the research conducted by the Polish Information and Foreign Investment Agency (a governmental
organization supporting foreign investors in Poland) in 2012, clarity and consistency of law, together with
the effectiveness of commercial courts, were factors that received the lowest results among all the elements
shaping the investment attractiveness of Poland [PAIiIZ, 2012].
Besides governmental aspects, localization of PL MOTO has other important consequences for the
effectiveness of the subsidiary’s operations. According to PL MOTO’s managers, the most important factors
include proximity to customers, relatively good infrastructure, sufficient amount of qualified workers,
and level of wages. Geographical proximity to customers, together with relatively good infrastructure,
allows for easier coordination of just-in-time deliveries and reduces transportation costs, which is of
special significance for big/heavy products. In the automotive industry, just-in-time deliveries are a basic
requirement toward becoming first-tier suppliers, and the cost-related issues are, as mentioned before,
crucial for PL MOTO’s operations. The impact of these aspects within the process of selection of location
has been highlighted by the President of the Board:
“Products that we specialize in are a bit different than products manufactured by other sister companies in Europe. We are
located relatively close to our main customers. That was very important when deciding where to create a new subsidiary. At
the beginning, this was of major importance.” President of the Board, 2013.

Over time, the number of people employed by PL MOTO has increased (Table 3). The present location of
the subsidiary enables access to a sufficient amount of workforce. From this perspective, the close location
of other automotive companies exerts a dual influence on the subsidiary’s situation. On the one hand, such
a state increases the number of locally available people with at least basic experience in the automotive
industry. On the other hand, it offers wider job opportunities for such workers. To secure future access to
potential workers, PL MOTO cooperates with local vocational schools.
Moreover, the wage level in Poland has been favorable for the development of the subsidiary, as average
remuneration level in Poland has stayed at a level significantly lower than that in Western European and
even in some Central European countries. Overall, PL MOTO’s managers evaluated the local workforce
as being highly qualified and the remuneration level as competitive, when compared with other foreign
locations.
The competition within the market segment served by PL MOTO occurs at a global level, even
though direct competitors are not located near the subsidiary. Therefore, from this perspective, the local
environment has no significant influence on the situation of the analyzed company.
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5 Conclusions
The presented case study describes the complex relations among factors related to the subsidiary, HQ, and
environment concerning the evolution of the subsidiary role. The HQ exerts the influence on the subsidiary
through the use of control and allocation of resources, which always require decision-making. This decisionmaking process may still be subject to discussion and negotiations between the HQ and subsidiaries
[Hedlund and Rolander, 1990; Taggart, 1999; Dörrenbächer and Gammelgaard, 2006]. These aspects have
been considered in the presented research. On the other hand, the heterogeneity of the company’s resources
[Penrose, 1959] is a valid issue for foreign subsidiaries. The features of distinctive resources are crucial to
the competitiveness of the subsidiary, as they enabled PL MOTO to stay cost-competitive. This is in line with
the assumptions of the resource-based theory [Wernerfelt, 1984, 1995; Prahalad and Hamel, 1990; Barney,
1991, 2002; Barney, Clark, 2009]. The asymmetry about resource distribution between PL MOTO and its
sister companies is reflected in the subsidiary’s development scope [Amit and Schoemaker, 1993].
In addition, in line with the network model of the MNE, the position of subsidiaries within their MNE
networks may not only be assigned by the parent firm but also result from independent and innovatory
activities performed by subsidiaries that enable them to develop their own unique resources and expertise
locally [Birkinshaw et al., 1998]. The described case study constitutes an example of an initiative-taking
subsidiary that has managed to develop its capabilities successfully as well as to create and sustain a
competitive advantage. This also enabled a change in the subsidiary’s role in the MNE’s value chain.
The described subsidiary is also an example of a strategic business unit that has shown a significant
level of initiative. However, even if a subsidiary possesses superior resources, the HQ must still recognize and
acknowledge this fact to qualify the subsidiary for a new mandate [Prahalad and Doz, 1981]. The presented
company managed to prove its value for the whole capital group, build trust, and become recognized for
its achievements. The recognition is also an important factor for subsidiary development in reference to
the subsidiary’s competitive potential. PL MOTO’s initiative and distinctive capabilities encouraged higher
involvement of the HQ (i.e., through investments), and further investments supported further development
of its competitive potential. Thus, in this relation exists a feedback mechanism.
P1: There is an interaction effect between the HQ’s involvement and subsidiary-related factors when explaining evolution of
the subsidiary’s role in the MNE’s value chain.

The case study also shows that decisions concerning the subsidiary’s development can be influenced
by external environment conditions. This is in line with the general findings of strategic management
researchers [i.e., Spanos and Lioukas, 2001; Cyrson, 2002] and of Benito and Narula [2007] and Filippaios
and Papanastassiou [2008]. Presently, the most important features of PL MOTO’s environment are the
highly qualified and relatively inexpensive workforce and proximity to Western European countries. This
indicates that although the external environmental conditions may influence the foreign subsidiary’s role
development process, this influence is rather indirect, as it is transferred by the decision makers/action
takers and may be subject to their susceptibility to those conditions.
P2: The impact of external environment-specific factors on the evolution of the subsidiary role is indirect, occurring through
the HQ’s involvement rather than directly.
P3: The impact of external environment-specific factors on the development of the subsidiary role is indirect, occurring
through the subsidiary’s competitive potential rather than directly.

Since 1989, Poland has attracted a huge amount of FDIs. Nevertheless, very little attention has been paid
to the evolution of foreign subsidiaries located in Poland and their roles within the value chains of MNEs. It
is commonly known that workforce in Central and Eastern European countries is cheaper than that in more
developed parts of the world. Nevertheless, the issue concerning the development of subsidiaries located
in Poland is more complex. This study aimed to provide the contextualized explanations for changes in the
subsidiary’s role and constituted an attempt to partially fill the identified research gap. Nevertheless, it is not
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free of limitations. Specifically, the study focuses on one case study operating in the automotive industry and
located in a transition economy. As Poland became a member of EU only in 2004, the speed and direction of the
evolution of subsidiaries located in developed countries may be substantially different. Furthermore, since we
presented a qualitative study our goal was to present propositions and not to develop and verify the hypothesis.
From this perspective, quantitative studies focused on subsidiary evolution in the context of subsidiary role,
and subsidiary-, environment- and HQ-specific factors constitute an interesting area for further research.
In addition, in our study, we focused on the analysis of subsidiary role evolution from the perspective of a
subsidiary. However, future studies on this topic can also consider changes taking place simultaneously within
the internal network of the MNE, including the perspectives of sister subsidiaries and HQ.
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