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1. Introduction 
 

1.1. Background 
 
 

The pressures of increased foreign competition can persuade a company 

to expand its business into international markets. In most cases, the 

motive is a search for improved cost efficiency or looking for the chance 

to expand and achieve growth. A company can expand more easily 

because of technological, governmental, and institutional developments. 

Today, companies can respond rapidly to many foreign sales 

opportunities. They can shift production quickly among countries 

because of their experience in foreign markets and because goods can be 

transported efficiently from most places. Companies can also distribute 

component and/or product manufacturing among countries to take 

advantage of cost differences. Once a few companies respond to foreign 

market and production opportunities, others may see that there are 

foreign opportunities for them as well. Many other firms have to become 

more global to maintain competitiveness; failure to do so could be 

catastrophic for them. The choice of operating mode is an important 

alternative in international strategy. Companies have a number of modes 

from which to choose (Daniels & Radebaugh, 1998). 

 

At the particular point in time Swedish truck manufacturing company 

Scania decided to expand its sales into new emerging market in the 

Central-Eastern Europe. The timing for such expansion was decided at 

the beginning of 1990s when most countries from this region found 

themselves in the process of transformation from command to market 

economy. Such huge political and economic changes reached the 
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highest pace in Poland at the beginning of this transformation. Poland 

– the country of almost 40 million people located in the middle of 

Europe – was one of the first countries of the post Soviet block which 

attracted  investments from Western European countries. For Scania it 

was a strategic moment to gain new sales opportunities, increase the 

service level for customers transporting goods from West to the East 

and to respond to fierce competition in more traditional markets. 

Initially there was a high level of uncertainty how much resources 

should be invested, but at the end of 1990s Scania was well routed on 

the Polish market with ambition to reach second place among truck 

producers as far as market share is concerned.     

 

In operating internationally, a company should consider its mission (what 

the company will seek to do and become over the long term), its 

objectives (specific performance targets to fulfil its mission), and strategy 

(the means to fulfil its objectives). There are many reasons that may 

influence companies to engage in international business.  

 

Regardless of many problems that impede accurate comparisons between 

recent and historical times, it is generally concluded that international 

business has been growing recently at a faster pace than it did in earlier 

years and at a faster pace than domestic business has been recently. For 

example, global merchandise exports grew faster than global production 

in eleven of twelve years in the 1984-1995 period. Further, the portion of 

world output accounted for by foreign-owned facilities has been growing 

substantially (Lipsey et al., 1996)*. 

 

                                                 
* 1996 estimate that the portion of global output was 4,5 percent in 1970 and almost 7 
percent in 1990 



 3

The internationalisation process is nothing new for world companies 

nowadays. However, what distinguishes this process recently is: 

 

•  In which way each company approaches foreign market? 

•  The fact that companies are getting more and more interested in 

markets less penetrated by competitors and offering higher returns 

and growth. 

•  Increasing number of markets in transition caused by great 

changes in political and economic systems of many countries 

throughout the world. 

 

The year 1989 was an important turning point in the history of the Polish 

economy. From this point in time command economy was over. Polish 

society, companies and government faced a new political and economic 

reality. For the first time since the 1930s price of products and services 

was dependent on classical interplay between supply and demand. Until 

this transition point∗∗  Polish consumer products market had been lacking 

products all the time. The long and tough process of opening up the 

country, which is still going on, began.  

 

After a long period of isolation to the Western world, Poland opened its 

boarders not only for visitors and tourists, but also for foreign companies. 

Many of them have invested in production in Poland during the transition 

period. What economic effects do the foreign companies make in the 

domestic economy? There are two viewpoints (Hardy, 1998). One is 

saying that the Polish branch plants are working as isolated islands 
                                                 
∗∗  In this thesis transition period in Poland is understood as 1989 – 1998 period. 
During this time major political and economic changes occurred in Poland. After 
1998 market economy was well established, major change processes were completed 
or just about to be completed. Steady GDP growth has been noted.  



 4

having cheap labour and resources as the only reason for producing in 

Poland, the second explains presence of foreign investors by gaining 

market access. In the first case, the number of local/domestic links will 

remain limited, while in the second case, the investment will result in an 

increasingly connected network between the Western company and 

domestic subcontractors and other suppliers.  

 

The uncertainty that accompanied investments in Poland at the beginning 

of the 1990s has been mainly due to lack of knowledge of where things 

are going. Much could have been lost but even more was about to be 

achieved. Different paths of getting competitive advantage on this 

respectively new market have been chosen. Some investors chose more 

safe modes of entry being afraid of various kinds of risks (political, 

economical, etc.), whereas others decided to get a foothold quite firmly. 

The question is: what is the general pattern? 

 

Poland is the dominant beneficiary of the foreign direct investment 

(FDI)∗  in Central and Eastern Europe. Key factors in attracting foreign 

investors are undoubtedly the transformation processes towards market 

economy and economic, legal and organizational as well as 

infrastructure-related conditions favourable for foreign investors 

(www.paiz.gov.pl, 2002-12-05). 

  

The Central Office of Planning (CUP) confirms a continuing expansion 

of foreign investment in Poland. Overall, since 1990, the total value of 

major foreign investment projects totalled nearly 8 billion USD∗∗ . Out of 

                                                 
∗  FDI in this thesis is understood as investment made by a commercial company 
∗∗  Sometimes different sources quote different data on total amount of foreign 
investments made in Poland. The Polish Agency for Foreign Investment (PAIZ) 
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377 major investors, 255 are from the European Union. These figures 

make Poland one of the most successful countries of Central and Eastern 

Europe region when it comes to the amalgamation∗∗∗  process and the 

dependence on the EU in its foreign trade. The reasons for this can be 

seen in the geographical and economic size as well as in the geographical 

closeness to the EU, bordering with Germany. 

 

Polish companies with a foreign share are much more inclined to export 

their products, compared to companies, which rely on Polish capital 

alone. Foreign companies account for 34 percent of Poland's exports. 

More than one-third of Poland's economic growth is credited to direct 

foreign investment. Most foreign capital investment is in industries with 

a large labour component, involving low or medium technologies, while 

high technologies account for 41 percent of foreign investment. These 

facts show that Poland is still attractive among investors when it comes to 

labour costs. Companies from Western Europe can move some 

production and achieve cost advantages.  

 

According to the Polish Agency for Foreign Investment (PAIZ), foreign 

investors are now encouraged by Poland's political stability, economic 

growth and lower inflation, more so than the potential of any tax 

incentives. 

 

Many FDI came from Swedish companies, which is not very surprising 

taken that Poland and Sweden are closely located countries. Sweden 

takes 8th place when it concerns cumulative value of foreign investments 

                                                                                                                                           
reports that the total value of foreign investment in Poland has already exceeded 10 
billion USD. 
∗∗∗  Amalgamation means merger or fusion 
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in Poland by countries of origin as of June 30th 2002.  Capital invested by 

Swedish companies accounts for USD 2,653.7 million and they plan to 

invest USD 963.8 million more in the next few years. 57 Swedish 

companies have invested in Poland so far. When we consider the fact that 

companies coming from Sweden are mostly big enterprises, this number 

becomes significant. The biggest foreign investor in Poland whose 

country of origin is Sweden is Vattenfall (11th biggest investor in Poland) 

with USD 78 million invested in power industry. Some sources mention 

ABB as an even bigger Swedish player, but since its ownership is not 

purely Swedish we will not quote figures concerning it. 

 

One of the Swedish investors present in Poland almost from the 

beginning of the transition process is Scania. Scania is manufacturing 

trucks and buses, selling to most of the world except for the US. It holds 

fourth place in the world in production of trucks and buses, and the 

second place in Europe in sales of heavy trucks. There are almost 100 

countries where Scania sells its products. They have production facilities 

in Sweden, Denmark, Poland, France and Holland in Europe, and 

Argentina, Brazil and Mexico outside Europe. They have also closed 

down production in Russia and some African countries because of local 

content rules and tax reasons. Today, Scania has two companies in 

Poland: Scania-Kapena, which is a manufacturing company, and Scania 

Polska, which is a marketing company located in Warsaw. Operations of 

Scania in Poland where Scania-Kapena located in Słupsk produces 1 000 

trucks annually, may serve as a good example of how foreign investment 

can not only create jobs and payments to the Polish budget, but also 

allow Polish transportation companies to work efficiently all over the 

Europe. Having got a foothold in Poland, Scania attempts to enter 

markets that are located more to the East – Ukraine and Russia. This was 
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written in the letter with which Berth Carreman, managing director of 

Scania Ukraine turned to the President of Ukraine in connection with the 

state visit of the head of Ukrainian state to the Kingdom of Sweden: 

 

"The legislation in the majority of countries where SCANIA operates 

encourages assembly of heavy trucks in the country by introduction of 

zero custom duty on the components and parts and by a simultaneous 

increase of import tax on the completed trucks", reads the letter. "The 

experience of many countries of the world, particularly Poland, which 

introduced such customs regime in 1992, confirms that such system 

stimulates the growth of the national economy."∗  

 

 

1.2. Problem 

 

Knowing this background information, we have formulated the following 

main research problem: 

 

MAIN PROBLEM 

Do the internationalization theories reflect the real process of entering 

markets in transition? 

 

An example of market in transition is Poland. It means an environment 

with radically changing political and economic systems. In order to 

understand and explain our problem properly, we decided to divide this 

problem into several detailed ones. 

 

                                                 
∗  Company’s letter to the President of Ukraine, Kiev, March 22, 1999 
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SUB-PROBLEM 1 

Which possibilities are given by internationalization theories for entry 

modes? 

 

Explaining this problem requires revealing several theoretical thoughts in 

the field of international business.  

 

SUB-PROBLEM 2 

What are the motives and incentives for entering the Polish market and 

how does it affect the way investors (truck manufacturing companies) 

enter it? 

 

Depending on motives and incentives for entering Polish market, entry 

modes and investment strategies can differ among investors. 
 
 

SUB-PROBLEM 3 

Why did Scania enter the Polish market and which variables affected this 

process to happen in the way it did?  

 

Presentation of the real example will give the reader the touch between 

theoretical considerations and the real context. 

 

SUB-PROBLEM 4 

Is the investment climate in Poland good enough to attract foreign 

investors and could it be improved? 
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Answering this question will reveal some economic issues about Poland 

as a country in transition and may be well used by potential investors or 

other researchers of the Polish or Central European economy. 

 

 

1.3. Research model 
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1.5. Scope 
 

•  We will concentrate ourselves on investments made in the Polish 

market and not in any other markets. 

•  We will not generalise our findings to all industries and companies 

entering the Polish market as our interests go with the truck 

manufacturing industry. 

•  The only subject of our empirical inquiry has been Scania and the 

inquiry was made both in Sweden and Poland. 

•  We will not analyse Scania’s investment patterns in other parts of 

the world. 

•  The period being analysed is the transition period of Polish 

economy, naming period 1989-1998. 

•  Internationalisation theories will be described and analysed in this 

paper.  

 

 

1.6. Thesis outline 
 

The first chapter of this thesis explains the whole background and the 

problem that arises from it. Moreover, we try to explain the purpose of 

writing this thesis and present its scope to the reader. 

 

In the second chapter we explain our research process and the methods 

used. Our aim is to show both positive and negative aspects of chosen 

methodology. Although it is not easy to state definitely which school is 

represented in our paper, we attempt to categorise our method.  
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The third chapter represents a sample of theories that we chose in order 

to achieve the best possible fit with our problem and empirical results. 

Basically, we emphasize two theoretical streams of internalisation 

theories, stage models and FDI theories, because they are to be 

represented in the case example. 

 
Our problem required presentation of the transition market that is entered 

by the multinational company. The natural choice was our country of 

origin - Poland - representing emerging economies of the post-soviet 

block. Poland as a target for investment is presented in various aspects in 

chapter four. 

 

The findings of this thesis will be supported with empirical research. 

Several interviews have been conducted trying to discover reasons and 

facts behind Scania’s entry to the Polish market. The outcomes of these 

empirical findings will be represented in the content of chapter five.  

 

As almost in every scientific research, the theory will be confronted with 

brutal facts of reality. The same pattern appeals to this thesis and 

empirical results will be analysed with regard of the chosen theoretical 

framework. This is chapter six in our paper and is called 'analysis'. 

 

The final chapter – seven – will conclude our findings and give 

recommendations for further research in the field of internationalisation 

processes with emphasis put on markets in transition, especially in 

Central and Eastern Europe. 
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2. Methodology 
 

2.1. Method 
 

According to Yin (1989), the formulation of the problem gives an 

implication towards the choice of method used. The same conclusion we 

can find in Hamel (1993): 

 

“… the method simultaneously expresses the subjective approach 

of the thinker and the objective content of what he is thinking 

about. In the last analysis, though, it is the content that provides 

the “grounds” for the method, since, while the method expresses 

the procedure adopted by the thought process, the latter expresses 

the nature of what is being thought about.” 

Maurice Godelier 

(1972, p. 134) 

 

For Silverman (1993) methodology is a general approach to studying a 

research topic. In his opinion, methodology establishes the way in which 

the researcher will go about studying any phenomenon. Examples of 

methodologies in social research can be positivism (tries to discover laws 

using quantitative methods) and qualitative methodology (often 

concerned with inducing hypotheses from field research). Methodologies 

cannot be true or false – they only can be more or less useful. Specific 

research techniques are called methods and they include both quantitative 

techniques (e.g. statistical correlation) and techniques like observation, 

interviewing and audio recording. 
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Having got the insight into what methodology really is, we would like to 

present our own approach towards this research. This chapter will 

discover our formulation of a problem, sources, and presentation of both 

primary and secondary data as well as other research methods.  

 

 

2.2. Credibility, Validity and Reliability 
 

It is the reader who will judge our credibility as researchers. We will try 

to use several methods. However, no method is considered superior to 

any of the others, for each has its own strengths and weaknesses, 

especially when considered in relation to a particular problem (Burgess, 

1991). 

 

Researchers are confronted with questions of validity, and so were we. 

The internal validity means the relation between what is intended to be 

measured and what is actually measured, whereas external validity is 

described by the relation between what is intended to be measured and 

“reality”. 

 

Researchers like Burgess (1991) sometimes ask questions to define 

different kinds of validity: how far does the researcher’s presence 

influence generation of data? (internal validity); can the data that are 

obtained in studying one situation be generalized to other situations? 

(external validity) 

 

Our thesis and research results are endangered of not being valid at the 

end when we allow subjective factors to be dominant. It has to be 

admitted that many of such factors arise when it comes to analysis, facts 
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valuation or interviews interpretation. In order to reach internal validity it 

is important to know what being objective means and how can we 

incorporate this idea into our methods.  

 

The objectivity can be described as: 

•  freedom from values 

•  unbiased 

•  consciousness and openness 

•  versatility 

•  impartiality 

•  inter-subjectivity  

 

It is very important that research is reliable not only for the researcher 

himself but also to the other parties. It has to be admitted that remaining 

objective while interpreting and understanding are employed is a fairly 

difficult task. Every researcher has his/her own values, beliefs and comes 

from a certain cultural background. This is the reason why obtaining total 

objectivity is impossible. Nevertheless, we can try to maximize the 

degree of objectivity by explaining the interpretations made, and the 

reason for this to the reader.  

 

We tried to keep our research relevant to the reader, choose acceptable 

methods, draw credible conclusions and remain neutral while analyzing 

research material. It is worth mentioning that we both come from Poland 

and certainly, our way of thinking is dominated by Polish culture. On the 

other hand, months spent making courses in Sweden led to a better 

understanding of Swedish culture and Swedish model. Through our 

research we did our best to act like a third party observing how a Swedish 

company entered and dealt with the Polish market just after the huge 
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political and economic changes in early 1990s. It is also relevant to say, 

that this thesis has been reviewed several times by our tutor and opponent 

group during writing, which supported us significantly with plenty of 

criticisms and fresh perspective on things we could be too much attached 

to.  

 

Moreover, we tried not to limit ourselves to only one perspective in 

making interviews and developing our case study example. We searched 

for answers not only among Scania staff in Poland (which had been 

involved the most), but wanted to have some outside, more distant and 

strategic perspective on entry into the Polish market. This is the reason 

why we went straight to Scania’s headquarters in Sweden and asked them 

directly about their strategy in Central – Eastern Europe. Luckily, we 

were able to reach the Account Manager responsible for Polish and 

Hungarian markets. By doing so, we were able to compare operational 

and strategic approaches and check whether the information we gained is 

really valid. We hope that each of these small puzzles will add meaning 

into being objective. 

 

Concluding, the results and conclusions will be drawn from facts and not 

speculations. They will be reliable only in case if the absence of random 

measurement errors is ensured. Using credible and well-established 

theories will increase the probability that our empirical findings could be 

generalized to other research and cases. 
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2.3. Qualitative methods 
 

The qualitative methods discussed here are simply devices whereby the 

researcher, once close to organizational members, can gain the sort of 

insights into people and situations she requires. Van Maanen (1983) 

defines qualitative methods as "an array of interpretive techniques which 

seek to describe, decode, translate and otherwise come to terms with the 

meaning, not the frequency, of certain more or less naturally occurring 

phenomena in the social world" (p. 9). There are many qualitative 

research traditions or approaches with the result that there are also 

different strategies to deal with the data collected. Phenomenologists, for 

example, resist categorizing and coding their data, preferring to work 

from the transcripts of interviews (Miles, Huberman, 1984). Using the 

transcripts and notes of qualitative interviews and observations by 

thoroughly reading and re-reading them is one approach to analyzing this 

type of data. The most fundamental of all qualitative methods is that of 

in-depth interviewing, and for this reason, we have examined its use in 

detail. But before we will do it, we would like to present the case study 

approach and its controversial meaning for the research.  

 

2.3.1. Case study 
 

Case studies have proven to be investigations of particular cases (Hamel, 

1993). Such a study is conducted “by giving special attention to 

totalizing in the observation, reconstruction and analysis of the cases 

under study” (Zonabend, 1992, p. 52 in Hamel, 1993). A case study is an 

in-depth study of the cases under consideration. But the question is 

whether a case study is a method or an approach. It may include 
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interviews, participant observation and field studies, thus it would be 

more appropriate to define the case study as an approach, although the 

term case method indicates it is indeed a method (Hamel, 1993). 

 

Trying to understand this approach (or method) better, we will quote 

Yin’s definition: 

 

“A case study is an empirical inquiry that: investigates the 

contemporary phenomenon within its real-life context; when the 

boundaries between phenomenon and context are not clearly 

evident; and in which multiple sources of evidence are used” (Yin, 

1989, p.23). 

 

There was always a division among scientists to those who were in 

favour of statistical methods and to those who prefer qualitative methods 

(case study is one of them). It would be difficult to determine if criticisms 

of the case study were dictated by methodological considerations, or if 

they had more to do with struggles between university institutions 

(Hamel, 1993). 

 

The case study has been faulted for: 

 

•  its lack of representativeness, especially of the case used as a point of 

observation for the social phenomenon or issue constituting the object 

of study 

  

•  its lack of rigor in collection, construction and analysis of the 

empirical materials that give rise to this study. This lack of rigor is 

introduced by the subjectivity of the researcher, as well as of the field 
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informants on whom the researcher relies to get an understanding of 

the investigated case (Hamel, 1993). 

 

Many researchers are suspicious of conducting case study research 

because of the ‘unscientific’ feel it has. Saunders et al. (2000) argue that 

a case study can be a very worthwhile way of exploring existing theory, 

but on the other hand, they openly admit that a simple well-constructed 

case study can enable to challenge an existing theory and also provide a 

source of new hypotheses.   

 

We limited our method to only one case study, so our research is not a 

comparison of different cases from the same industry. Scania as a single 

case company that has been chosen for several reasons. Since it became 

evident that the company will be highly available for us, and the others 

from the truck manufacturing industry will not, we decided to explain 

motives of entering Polish market on one in-depth example. Considering 

the main problem of this thesis, such a solution is enough to show the 

internationalisation process of the company and to compare theory and 

practice at some aspects.  

 

In many opinions, a case study can only be considered microscopic. Why 

is that? By definition, this is an in-depth study of a particular case. We 

may ask the same questions as Hamel did: How then could it have any 

explanatory and thus general value? This question concerns the issue of 

representativeness of the case under investigation.  

 

In a microscopic viewpoint, the case study permits the understanding of 

only a single facet in the case under investigation. Maybe it would be 

perfect for micro sociological investigation but in our research we could 



 19

not afford ourselves no correlation between general applicability of 

theory and presented case study. 

 

The most important fact is what this case intended to explain. In order to 

support single case research, we will quote Bourdieu: 

  

“There was no need for Galileo to constantly repeat the slope 

experiment to construct the falling body model. A well-constructed 

single case is no longer singular.” (Bourdieu, 1992, p. 57 in 

Hamel, 1993). 

 

Being conscious about many methodological disadvantages of the case 

study that have been mentioned in literature, we decided to use this 

method to gain a rich understanding of the context of the research and the 

processes being enacted (Polish market entry). The case study approach 

also has considerable ability to generate answers to questions ‘why?’ as 

well as the ‘what?’ and ‘how?’ questions. The data collection methods 

employed may be various. They may include questionnaires, interviews, 

observation, documentary analysis and so on. Thanks to our quick and 

easy access into Scania Company – both in Poland and in Sweden – we 

decided to interview some key managers, who decided why Scania 

decided to go Poland and how they did it.  

 

2.3.2. Interviews 
 

Already in 1965, Richardson, Dohrenwend and Klein wrote, “during the 

past four decades a great deal of experience has been gained in using 

various forms of interviewing, and there has been a steadily increasing 

interest in the systematic investigation of the methods employed”. 
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In Burgess (1991), modern sociology has been called ‘the science of the 

interview’. It is to say that we have to take so much from sociology as a 

science while doing research in organizational sciences. It is not easy to 

find universal definition of what should be called an interview. One of 

the reasons for that is a considerable difference between interviews 

discussed in older and standard methodology texts and recent practice of 

interviewing.  

 

The interview is obviously and exclusively an interaction between the 

interviewer and interview subject in which both participants create and 

construct narrative versions of the social world (Silverman, 1997). 

 

Most social scientists however, set out two different ways in which to 

answer questions like: What is the relation between interviewees’ 

accounts and the world they describe? How is the relation between the 

interviewer and interviewee to be understood? Is it governed by 

standardized techniques of ‘good interviewing practice’? Or is it based on 

taken–for-granted knowledge of interpersonal relations? (Silverman, 

1993) 

 

In answer to these questions two schools aroused. According to 

positivism, interview data give access to facts about the world only. 

Generation of data, which are valid and reliable, is the most important 

issue here. Research setting is not taken into account.  The easiest way to 

achieve those goals is the random selection of the interview sample and 

the administration of standardized questions with multiple-choice 

answers. According to interactionism, interviewees are experiencing 

subjects who actively construct their social worlds. The main goal in this 

approach is to generate data, which give an authentic insight into 
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people’s experiences. The ways to achieve this are unstructured, open-

ended interviews, which usually base upon prior, in-depth participation 

(Silverman, 1993). 

 

In practice, it is often not very easy to state which school is represented 

in our paper. We have not decided on one particular interviewing school. 

Our method in this matter was developed in order to give in-depth 

understanding of the situation. The interviews we conducted were on a 

one-to-one basis. We hoped to open up new dimensions of the problem 

each time we interviewed a manager from Scania. After many times that 

we contacted each other (it was not easy to agree on specific interview 

day and hour) before the interview, we approached the interviewed 

person with confidence, although they were mostly high rank corporate 

officers. Both in Scania Poland and in Scania Sweden we had a person 

who arranged the rest of the meetings. We treated these interview 

meetings in an unofficial manner. We had some help in form of a list of 

general issues we wanted to know, but it would be exaggeration to call it 

a questionnaire (reader can find the list of questions attached at the end of 

this paper in Appendix 1). We did not want to use standardized questions 

because of two reasons: 

 

1) the number of interviewees was not very high, so there was no 

point in giving conclusions like 20% said X and 80% said Y 

2) the knowledge and competences of our interviewees were so 

high, that standardized questions would waste the opportunity 

to go in-depth. 

 

Although interviewing is often claimed to be the best method of 

gathering information, its complexity can sometimes be underestimated. 
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It is time consuming to undertake interviews properly, and they are 

sometimes used when other methods might be more appropriate. If we 

wished to obtain answers to a number of simple questions then a 

questionnaire might well be more appropriate. However, we are 

confident that to explain our problem, the choice of interview, as a 

research method, was correct. 

 

Overall, we interviewed four managers from Scania who did take part in 

Scania’s entry into the Polish market. Two of them are Swedish and two 

are Polish. Polish side of the interviews was covered by Polish Branch 

Sales Manager and Polish Branch Marketing & Service Manager. They 

both have worked in Scania for many years and have a good insight into 

company's activities. Swedish managers played an important role in 

Scania's entry to the Polish market. During the time spent in Poland they 

held positions of Central-Eastern Europe Sales Manager and Network 

Development Manager [now they are both responsible for different 

markets]. First of them stayed in Poland between 1993 and 1996 and was 

responsible for all initial actions and decisions. Network Development 

Manager started his work in Poland in 1995 and created a dealer network, 

the net of service points and Scania Poland. He finished his mission in 

Poland in 2001. 

 

The effort we had to put into organizing interviews was limited because 

Scania proposed appropriate people with proper knowledge after getting 

information on what the subject of our interest was. The average 

interview lasted about 60 minutes. 

 

The advantage of carrying out these interviews in Scania is the primary 

knowledge, which has been gained. Some amount of information could 
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as well have been gained from the Internet or Scania’s official press 

releases, but these sources would never give us so much insight of real 

motives leading to investments in Poland and the modes of these 

investments. Moreover, the managers that have been interviewed gave us 

some hints and opinions on Poland as a country in transition and its 

investment climate. Concerning the fact that these people mostly 

operated in several regions of the world so far and have seen many 

economies in transition where Scania wanted to enter, the importance of 

these interviews has to be highly valued when it goes with this research. 

Another advantage of the presented method in our case was the limited 

amount of subjectivity, which we could expect in answers to our 

questions. We asked for reasons, facts and explanations more than 

feelings and personal opinions. 

 

The major disadvantage of our method was the fact, that organizing, 

carrying out, recording and analysing interview material were time 

consuming processes. Although there were only four separate interviews, 

the time distance between the first two and the last was almost a month. 

The reason for such an interval was extreme mobility of our interviewees. 

They travelled a lot between different Scania operations and it was not 

easy to schedule a meeting sometimes. What is more – as our research 

process is of an interactive nature – the delay in the completion of 

interviews delayed other sub-processes like theory adaptation or 

rethinking the analysis outcomes.    

 

 

 

 



 24

2.4. Research design: some choices and issues 
 

Research designs are about organizing research activity, including the 

collection of data, in ways that are most likely to achieve research aims. 

There are many potential choices to make when developing a research 

design, and there are few algorithms, which can guide us as researchers 

into making ideal choices for a particular situation – e.g. a situation in 

which internationalization theories will be applied to Central – Eastern 

European market entry strategy. However, many of these choices are 

allied quite closely to different philosophical positions, and an awareness 

of this can at least ensure that the different elements of a research design 

are consistent with each other. 

 

Hereby we shall describe five major choices that are of particular 

significance for our research design. The first four relate fairly closely to 

the basic dichotomy between the use of positivist and social 

constructionist approaches, and the last is a debate located mainly within 

positivist paradigm. This particular framework for describing a research 

process design has been adapted from Easterby-Smith et al. (1991).  

 

These five choices are summarized in the figure and are discussed in 

some more detail below. 
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Figure 1 Framework for describing research process (source: own adaptation from 

Easterby-Smith et al.)   

 

2.4.1. Involvement of researcher 
 

The first choice is whether we as researchers should remain distanced 

from, or get involved with the material that is being researched. It 

depends on the fact, if it is (or it is not) possible for the observer to 

remain independent from the phenomena being observed. The traditional 

assumption in science is that the researcher must maintain complete 

independence (if the results validity is to be achieved) although there are 

some scientific areas where this is not possible. In social sciences, 

independence is quite hard to attain. Action research assumes that any 

social phenomena are continually changing rather than static and the 

researcher is seen as a part of this change process itself. Although it is 

possible to conduct action research in a positivist way, for example by 

attempting to change the organization from the outside and then 

measuring the results, in most respects it derives from ideas that are alien 

to positivism. We have not been involved in Scania’s entry into the 

Polish market and neither are we Scania employees. We are just 



 26

independent researchers who want to explain, analyze and understand 

internationalization theories and process with the focus on our country of 

origin and a Swedish company.  

 

2.4.2. Sampling 
 

A second design choice is whether to attempt to sample across a large 

number of organizations or situations, or whether to focus on a small 

number of situations and attempt to investigate them over a period of 

time. This is essentially the choice between cross-sectional and 

longitudinal design. 

 

Cross-sectional designs usually involve selecting different organizations, 

or units in different contexts, and investigating how other factors vary 

across these units. These designs, particularly when they use 

questionnaires and survey techniques, have the ability to describe 

economical features of large numbers of people and organizations, but 

they do not explain why correlation exists and they have difficulty 

eliminating all the external factors, which could possibly have caused the 

observed correlation (Easterby-Smith, Thorpe, Lowe, 1991). These two 

limitations of presented cross-sectional design were critical for us. First 

of all, the purpose of this thesis is to answer many questions beginning 

with why. We searched for answers why companies go abroad, why – at 

some point – they went to Central-Eastern Europe and Poland and why 

did they choose particular entry modes? We tried to minimize external 

factors influencing our final results. If we succeed in getting satisfactory 

and valid results, we certainly will be glad to increase our personal and 

the reader’s knowledge about international business issues.  
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Pettigrew (1985) suggests that longitudinal research, which focuses on 

the small number of organizations over long period of time, can remedy 

the disadvantages of cross-sectional designs. Although our paper is based 

on one case study only (one chosen company in one chosen country), we 

made as much effort as possible to reduce what for many readers might 

be a weakness. The research lasted for about two months and the lack of 

being longitudinal has been compensated by analyzing our problem using 

many previous empirical studies concerning investment in Poland on the 

one hand, and internationalization of Swedish firms on the other. They 

were run with much more resources than ours. The reader can find 

appropriate references and evaluate their validity. Concluding, limited 

time to conduct a research in International Business area made sampling 

to be mainly dependent on availability. As we did most of this research in 

Poland, both materials about investment environment and Scania 

company in Poland were easily available for us. 

   

2.4.3. Theory and data 
 

The third choice is about which should come first: the theory or the data. 

Again, this represents the split between the positivist and 

phenomenological paradigms in relation to how the researcher should go 

about his or her work. In the latter case there is the approach known as 

grounded theory, which was first formulated in a classic book by Glaser 

and Strauss (1967). They see the key task of the researcher as developing 

theory through ‘comparative methods’. This means looking at the same 

event or process in different settings or situations. Saunders, Lewis and 

Thornhill (2000) call it an inductive way: theory would follow data rather 

than vice versa as in the deductive approach. The result of such inductive 
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analysis would be the formulation of the theory then. However, our 

research does not have anything to do with theory formulation. 

  

The contrasting view is that one should start with a theory, or hypothesis, 

about the nature of the world, and than seek data that will confirm or 

disconfirm that theory. The main practical advantage of this ‘hypothesis 

testing’ approach is that there is initial clarity about what is to be 

investigated, and hence information can be collected speedily and 

efficiently. Clarity of method means that it is easier for another 

researcher to replicate the study, and hence any claims arising from the 

research can be subjected to public scrutiny. The disadvantages are that 

its contribution may be quite trivial, confirming what is already known. 

Moreover, if the results are inconclusive or negative, the approach can 

give little guidance on why this is so. 

 

Deduction, as this approach is called, involves the development of a 

theory that is subjected to a rigorous test. As such, it is the dominant 

research approach in the natural sciences where ‘laws provide the basis 

for explanation, permit the anticipation of phenomena, predict their 

occurrence and therefore allow them to be controlled’ (Hussey and 

Hussey, 1997:52). 

 

Robson (1993:19) lists five sequential stages through which deductive 

research will progress: 

 

1. Deducing a hypothesis (a testable proposition about the 

relationship between two or more events or concepts) from the 

theory. 
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2. Expressing the hypothesis in operational terms, which propose a 

relationship between two specific variables (formulation of a 

problem, which joins internationalisation stage theories with 

entering Polish market and truck industry). 

 

3. Testing this operational hypothesis. This will involve an 

experiment or some other form if empirical inquiry (case study 

research, interviews). 

 

4. Examining the specific outcome of the inquiry (empirical part 

about Scania). It will tend to either confirm the theory or 

indicate the need for its modification. 

 

5. If necessary, modifying the theory in the light of the findings. 

An attempt is then made to verify the revised theory by going 

back to the first step and repeating the whole cycle (analytical 

part of this thesis, which puts together presented theories and 

empirical outcomes). 

 

There are also several important characteristics of the deductive 

approach. There is the search to explain causal relationship between 

variables. In order to pursue the principle of scientific rigour, the 

deductive approach dictates that the researcher should be independent of 

what is being observed. This is, however, not an easy task in our example 

as it involves the collection not only of absence data (interviews). In 

deduction, concepts need to be operationalised in a way that enables 

facts to be measured quantitatively. Our facts are not measured in that 

way, but there are ways of expressing whether company enters foreign 

market in a stage like fashion or not (analysing Scania’s FDI value in 
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Poland in the following years of activity on the market). The final 

characteristic of the deductive approach is generalisation. In order to be 

able to generalise about internationalisation theories in practice it is 

necessary to select samples of sufficient numerical size. In our example, 

research at a particular truck company only allowed us to make 

inferences about that company or might be – at specific conditions – 

generalised to other truck companies investing in Poland. It would be 

dangerous to predict that all sorts of companies choose this specific way 

to enter the Polish market.   

  

We look at the international company when it decided to invest in 

Central-Eastern Europe. We did not analyze the same company 

investment patterns in other parts of the world. We did not analyze 

different company’s investment behaviour in Poland. However, we did 

compare how internationalization theories, which were developed with 

rather minor consideration of Poland, can be applied into new reality in 

Central-Eastern Europe. 

 

It was our methodological challenge to set a clear problem for 

investigation right from the beginning and to put some initial clarity 

about methods we are going to employ. 

  

2.4.4. Experimental designs or fieldwork 
 

The alternative to experimental and quasi-experimental designs is 

fieldwork, which is the study of real organizations or social settings 

(Easterby-Smith, Thorpe, Lowe, 1991).  
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This may involve the use of positivist methods, which use quantitative 

techniques, or it can be much more open-ended and phenomenological. 

Our thesis is not based on experiments – it is designed to give more in-

depth explanation of a problem. This is why we settled on using 

qualitative methods. They will be discussed in more detail later in this 

chapter. 

 

2.4.5. Verification or falsification 
 

The distinction between verification and falsification was made by Karl 

Popper (1959) as a way of dealing with what has become known as a ‘the 

problem of induction’. This is that, however much data one obtains in 

support of a scientific theory or law, it is not possible to reach a 

conclusive proof of the truth of that law. Popper’s way out of this 

problem is to suggest that instead of looking for confirmatory evidence 

one should always look for evidence that will disconfirm one’s 

hypothesis or existing view. 

 

Our approach was to verify whether theories of internationalization and 

foreign direct investment are universal – whether they can be referred to 

investments in Central-Eastern Europe or are not valid here. We had 

much respect for these theories and we do not share the opinion that we 

should search for evidence leading to theory falsification. Of course we 

realized that reality in post-Soviet block is different than in other 

countries of a post-industrialized era, but we searched for some general 

patterns first of all, and then narrowed ourselves to Polish reality (we will 

call Poland a transition country). Thanks to this we could verify available 

studies, researches and theories.  
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2.5. Research process: our story 
 

2.5.1. Problems with the problem 
 

Although our area of interest is extremely popular both in everyday life 

and in scientific field, it was not easy for us to formulate the problem. At 

first, we wanted to answer the question whether Scania is multi- or 

international company, giving Scania’s activities in Poland as an example 

on this matter. Of course we quickly understood that deciding which 

internationalization pattern Scania chose generally basing on data from 

only one country, would be at least misleading and definitely not valid. 

Each day of hesitation about what would we like to write about meant 

fewer resources available∗ . It was not just a matter of time but also a 

matter of interviewees’ availability. All the time we were sure that we 

want to touch the problem of connection between Scania – the company 

we always wanted to investigate deeper although our Bachelor Thesis 

attempt to get there failed – and Poland, country of our origin which we 

partly wanted to present and advertise to our readers. 

 

 
 

  

 

 

 

                                                 
∗  We treated writing this thesis as a project. There are plenty of advices in Project 
Management literature how projects should be organized. In Appendix 2 the reader 
can find how we planned and how we worked on this particular project. For us it was 
of great help for scheduling and planning different elements of our research. For the 
reader it will be valuable information about our research process.  
 

SCANIA POLAND

Connection ??????

?
SCANIA POLAND

Connection ??????

?
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After rethinking and redesigning our problem, we finally found the 

connection between the two elements we wanted to analyze. We decided 

to present and explain an issue of internationalization with the focus on 

Poland. Simply, we wanted to verify whether popular internationalization 

theories could be referred to company’s entry into the Polish market 

(which is nothing else but DEDUCTION). Thanks to designing our 

problem in this particular manner, we achieved initial shape of our paper 

with its frame of reference (internationalization theories, investment 

theories), empirical part (how Scania actually entered the Polish market 

and what were the reasons for this) as well as presentation of investment 

climate in Central-Eastern Europe (how investors perceive this region, 

what makes countries to encourage investors, etc.). 

 
 

 

 

 

 

 

 

 

 

2.5.2. Gathering the appropriate literature 
 

Two major reasons exist for reviewing the literature (Sharp and Howard, 

1996). The first, the preliminary search, helps the researcher to generate 

and refine his/her research ideas. Our idea what to write about came from 

brainstorming session between us and with our peers. But the main 

problem and research question flew from our initial examination of the 

relevant literature. When we made our first approach towards finding 

SCANIA POLAND

Internationalization
Theories

SCANIA POLAND

Internationalization
Theories
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materials on international business and internationalization theories, we 

were stunned by the large amount we found. Hundreds of books and 

other materials on international business issues were very promising but 

it meant a huge effort to go through these materials and find relevant 

ones. While reviewing literature, we found some traits of international 

theories applicability in different environmental conditions, and we 

decided to go deeper into this topic. The second reason for reviewing the 

literature according to Sharp and Howard, often referred to as the critical 

review, is part of our research project paper. Although at some point we 

might feel that we already have a good knowledge of the research area, 

reviewing the literature is essential. Our project assessment criteria 

required us to demonstrate awareness of the current state of knowledge in 

our subject, its limitations and of course, how our research fits in the 

wider context (Gill and Johnson, 1997). In our case, it means for 

example, presenting not only entry modes that companies chose while 

investing in Poland, but giving the broader view on market entry 

alternatives and explaining which conditions made some of these 

alternatives impossible to employ. Moreover, we decided to explain how 

our research is positioned when it goes with currently cited theories. In 

Jankowicz’s (1995; 128-9) words: 

 

"Knowledge doesn’t exist in the vacuum, and your work only has 

value in relation to other people. Your work and your findings will 

be significant only to the extent that  they’re the same as, or 

different from, other people’s work and findings." 

      

These words represent high values for us for two reasons. First of all, 

many students writing their Master projects before us approached 

problems related to Scania in different countries. We would like to add 
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something to the knowledge about this Swedish-based organization. 

Secondly, we hope other students and researchers will be encouraged to 

touch upon issues concerning emerging markets of Central-Eastern 

Europe. 

  

2.5.3. The interactive nature of the process 
 

Data collection, data analysis and the development and verification of 

relationships and conclusions are very much an interrelated and 

interactive set of processes. Analysis occurs during the collection of data 

as well as after it. The key point here is the relative flexibility that this 

type of process permits us. In other words, it is not so that we entered the 

stage of data collection with clear objectives. 

  

We realized what we could get from interviews in the target company 

and tried to reshape the problem and other elements like frame of 

reference accordingly. The interactive nature of data collection and 

analysis allows us to recognize important themes, patterns and 

relationships as we collect data. As a result, we are able to re-categorize 

existing data to see whether these themes, patterns and relationships are 

present in the case where we have already collected data. We will also be 

able to adjust our future data collection approach to see whether they 

exist in cases where we intend to conduct our research (Strauss and 

Corbin, 1998).  

 

This is obviously a research process that is very time consuming and 

takes place over an extended time period. The research process needs to 

be flexible and responsive to change since we will constantly be 

developing new patterns of thought about what is being observed 
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(Saunders, Lewis, Thornhill, 2000). The presented approach has its 

important implications to the interviewing process, which has been 

presented in chapter 2.3.2.. 
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3. Internationalization as a strategy 

process 
 

Strategy making is about changing perspectives and/or positions 

(Mintzberg, 1987). Internationalization is a process of increasing 

involvement in international operations across borders (Welch, 

Luostarinen, 1988) and it binds both - changed perspectives and changed 

positions. Therefore, internationalization is a major dimension of the 

ongoing strategy process of most business firms. The strategy process 

determines the ongoing development and change in the international firm 

in terms of scope, business idea, action orientation, organizing principles, 

nature of managerial work, dominating values and converging norms. 

The internationalization dimension is related to all these aspects of the 

strategy process (Vernon-Wortzel, Wortzel, 1997). Lyles (1990) even 

argues that the internationalization theme regarding global competition 

was viewed as the coming decade's most important area of strategic 

management research. 

 

In this chapter, we try to make the reader familiar with the 

internationalisation processes. First, we will define the terms we will use 

throughout the paper, and then we will discuss the evolution of the 

concept basing on internationalization theories that influenced the way of 

perceiving this field. Thirdly, driving forces standing behind this process 

will be analyzed. They include reasons for recent international business 

growth, motives explaining why companies engage in 

internationalization process and external aspects affecting MNEs foreign 
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activities. We believe that this will help the reader to grasp and 

understand the background in which all international companies operate. 

 

Finally, we will describe internationalization stage models and FDI 

theory as we found them particularly relevant for our study. The main 

reason for this is that internationalization stage models are valid for 

manufacturing industries. Additionally, Uppsala model was developed in 

Sweden, which is Scania's home country and therefore should explain 

company's strategic movements.  Furthermore, focus will be put on issues 

concerning multinational enterprises, their ways of becoming 

international and strategic decisions concerning foreign activities as our 

case company is one of these firms. FDI subchapter will be presented in a 

broader context as it is the last and final step in the internationalization 

stage model (Uppsala model), and Scania did such investment in Poland. 

 

 

3.1. Concept development 
 

In the past, nations have collaborated with their "own" business entities 

to enhance their respective interests. Today national economies are 

disappearing – global economy is an issue, which fascinates but at the 

same time brings threats. Advances in communications and 

transportation technologies draw people of the world closer together. To 

increase the number of shareholders, a growing number of companies list 

their stock at exchanges around the world. Media are another 

phenomenon that link nations together and modern world starts to reach 

the most remote locations (Wheelen, Hunger, 1990).  
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Nations continue acting as important global players, but have to deal with 

an emerging set of entities that have power, either singly or as blocks, 

that is significant relative to the power of nations. The new important 

entities include large corporations that have lost their national identities, 

international organizations and special interest groups. Extremely large 

firms and groupings are emerging through global mergers, buy-outs, and 

agreements to collaborate (Vernon-Wortzel, Wortzel, 1997). 

 

3.1.1. Definitions 
 

a. Internationalization 

 

It is very difficult to discuss a "theory of internationalization" because 

even the term itself has not been clearly defined. As Toyne (1989) stated, 

there seems to be a lack of consensus about the conceptual domain of 

international business. Theoretical focus is blurred by the 

multidisciplinary nature of the field. Internationalization tends to be used 

to describe the process of increasing involvement in international 

operations (Buckley, Ghauri, 1993). According to Daniels and 

Radebaugh (1998), international business involves all business 

transactions - private or governmental - that involve two or more 

countries. Internationalization can be also understood as a kind of 

business where national and cultural boundaries are crossed. It embraces 

not only international trade or foreign production but also transport, 

services, banking, or know-how, technology and knowledge transfer 

(Ball, McCulloch, 1999). 

 

The term 'international' usually refers either to an attitude of the firm 

towards foreign activities or to the actual carrying out of activities 
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abroad. Naturally, there is a close connection between attitudes and 

actual behaviour as the attitudes are the basis for decisions to undertake 

international ventures. Furthermore, experiences from international 

activities influence these attitudes (Buckley, Ghauri, 1993). 

 

b. Multinational enterprise (MNE) 

 

After defining the internationalization process, we find it crucial to name 

and describe the main actors taking part in these processes - multinational 

enterprises (MNEs). 

 

"Multinational enterprises are companies which undertake 

productive activities outside the countries in which they are 

incorporated. They are, by definition, also companies which are 

internationally involved." (Buckley, Ghauri, 1993, p. 65) 

 

Daniels and Radebaugh (1998) state that multinational enterprise is a 

company that takes a global approach to foreign markets and production; 

thus, it is willing to consider market and production locations anywhere 

in the world. Such a company is usually involved in nearly every type of 

international business practice. 

 

According to Dicken (1992), Multinational Corporation is an 

organization, which coordinates trade and production activities (of 

different units in different countries) from one head office that makes 

strategic decisions concerning the whole company. 

 

MNEs are characterized by several, specific attributes. These are: 

economic sovereignty, structural complexity, geographical dispersion, 



 41

specialization of functions, ability to integrate activities, and global 

efficiency and flexibility. As a result, such companies are very 

competitive on both domestic and foreign markets (Nowakowski, 2000). 

 

A commonly accepted definition of an MNE is an "enterprise producing 

at least 25 per cent of its world output outside its country of origin (...) 

The multinational corporation takes its principal decisions in a global 

context and thus often outside the countries in which it has particular 

operations" (Bannock, Baxter, Davis, 1998, p.286). According to United 

Nations estimates there are 35,000 corporations with direct investments 

outside their headquarters country, with over 170,000 affiliates over 

which they have effective control. 

 

3.1.2. Theoretical background 
 

Internationalization strategies can work, but they are neither easy nor 

quick. It has to be emphasized that these strategies are not a short-term 

response to recessions or exchange-rate swings. They are complex, costly 

and risky. They are not panacea for every business that is going wrong. 

An understanding of the internationalization process is essential for 

assessing the suitability of the strategy for each business (McKiernan, 

1992).  

 

This subchapter will provide a guide to the underlying theories of trade 

and investment - understanding them gives a full insight in the why, how 

and where organizations engage in international business. As the study of 

international competitiveness goes back centuries, the theories available 

are plentiful. Two of the strongest branches are the theories of 
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international trade where the analysis focuses on the country, and of 

international investment, where the analysis focuses on the organization. 

 

a. International trade theories 

 

Between 1500 and 1800, the prevailing doctrine of political economy and 

arguably the first theory of trade, was mercantilism. Nations engaged in 

trade to maximise their wealth by minimizing the gap between imports 

and exports. 

 

Classical theory argued that trade results in a higher level of economic 

well-being for its participants than would be possible for them without it. 

Nations trade because there are price differences between the same (or 

similar) goods in their countries. These price differences are the direct 

result of cost differences in production in the respective countries. These 

cost differences are of two kinds - absolute (Smith, 1776) and 

comparative (Ricardo, 1817). Both Ricardo and Smith were explaining 

how production specialization increases output and consequently sales 

and wealth. 

 

As an extension of classical theory, Hecksher and Ohlin proposed 

another model. In their opinion, countries would specialize in the 

production of goods, which required relatively large inputs of resources 

with which they were comparatively well endowed, and would export 

these in exchange for others which required relatively large inputs of 

factors with which they were comparatively poor endowed. It means that 

high labour/low land economy regardless of its physical resources would 

operate labour intensive production and low labour and high land 
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economy would specialize in production that maximizes land use 

(Hecksher, 1919; Ohlin 1933). 

 

b. Product Life Cycle Model 

 

Product Life Cycle (PLC) model has been fruitfully used by Vernon 

(1966) to explain both international trade and international investment. 

According to him, previous theories and models lacked realism. He put 

more emphasis on innovation, uncertainty of early product development 

and marketing, the cost implications of scale economies, oligopolistic 

rivalry and copying. He named four stages of the life cycle: 

 

1. introduction - product is made locally, production expands to 

achieve scale economies and excess capacity is exported. 

Manufacturing is labour intensive 

 

2.  growth - sales are increasing rapidly, product starts to become 

more standardized, improvements take place, foreign market 

demand increases, direct investments take place in foreign 

countries  

 

3. maturity -  product becomes highly standardized, demand levels 

off and costs become a major competitive weapon, production 

moves to low-cost labour countries  

 

4. decline - markets in advanced economies decline and income is 

switched to satisfy the demand for new products, all production of 

the original innovation is based in the low developed countries  
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Figure 2 International changes during a Product's Life Cycle (source: Daniels, 

Radebaugh, 1998, p. 207) 

 

c. Theories of Investment 

  

Classic theory of investment explains the movement of the resources 

required to produce goods and services among countries. It assumes that 

each of the factors of production (e.g. labour, capital) will move to obtain 

the highest possible return. Countries rich in capital will invest it abroad 

and countries rich in labour will tend to witness an out-migration of 

workforce that seeks the highest reward in terms of wages. Direct 

investments involve firm-specific assets in labour, managerial skills, 

technological and production know-how alongside capital. Therefore, 

they are seen as a far more complicated phenomenon (McKiernan, 1992). 

 

Life cycle stage 
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Production 
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needed 
 
 
 

•Mainly in LDCs 
 
 
 
•Mainly in LDCs 
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•Overall declining 
demand 
•Price is key weapon 
•Number of 
producers continues 
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•Unskilled labor on 
mechanized long 
production runs 
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Traditionally, penetration of the foreign market was considered to follow 

a staging process from a specific firm-based advantage in the domestic 

market, through export enquiries, licensing, branches and eventually to 

investment in production resources in a foreign country (FDI). This 

process is shown in Figure 3. 

 
 

 

 

 

       

 

 

 

 

 
 

Figure 3 Sequential internationalization process (source: adapted from Hutton, 1988) 

 

Presented internationalization process that follows initial decision to go 

abroad is incremental/sequential (Johanson, Wiedersheim, 1975; Bilkey, 

Tesar, 1977; Cavusgil, 1982). This can be thought of as a learning 

sequence - an attempt to overcome the information, language, culture, 

education, business practice and legislation that constitutes for many 

organizations a "psychic distance" from strange foreign markets. 

Furthermore, incremental development helps to overcome any lack of 

experiential knowledge or market information that otherwise create an 

uncertainty strong enough to prevent international development.  

 

In 1960, Stephen Hymer produced new theory that gave birth to market 

imperfection theories. Essentially, an organization must possess a 
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sufficient specific advantage to overcome its fear or lack of knowledge of 

foreign markets. This advantage must be great enough to outweigh the 

presumed asset-based advantage of nationally located organizations. The 

source of specific advantage might be economies of scale, access to 

capital or excess resources. Structural market imperfections enable 

organizations to utilize the power given by their specific advantage to 

close markets and obtain superior rents on their activities. If trade 

barriers, government inducements, transaction costs and factory costs 

favour international expansion, organizations will exploit intangible 

assets (e.g. technology) by foreign direct investments. Hymer also 

recognized diversification as a main motivating force enabling risk 

spreading in either individual or corporate portfolios (McKiernan, 1992).  

 

d. Network Approach 

 

Forsgren (1989) examination of recent internationalization patterns of 

Swedish companies rejects the traditional approaches that led to FDI by 

way of exports, licensing branches, and the wholly owned subsidiary. 

The explanation lies in network theory. According to this theory, 

organizations are related to a network of other organizations and to 

understand individual organizational behaviour it is necessary to 

understand these relationships. Resources controlled by individual 

organizations are all different and not comparable. Productive and 

marketing capacities of organizations are adjusted to match those of 

others in the network by an investment in physical and human assets, 

which reinforces the bonding of the industrial network (McKiernan, 

1992). 
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In order to acquire raw materials, components and other factors of 

production, a firm has to develop various relationships. These 

relationships have to be developed and nurtured, along the whole 

production chain of such company, with sub-contractors, suppliers, 

distributors, and wholesalers. A company also has to develop liaison with 

other organizations in the same network, such as competitors, local 

authorities and other third parties working in the same industry (Buckley, 

Ghauri, 1993).   

 

It is argued that the network form is especially common for markets 

characterized by sophisticated and rapidly changing technology exposed 

to the continuous shift in international trade and competition. Here, 

traditional organizational structures have failed to cope and the network 

has emerged as a superior form of organizational design (Miles, Snow, 

1986).  
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e. Summary 

 

The following table summarizes theories described above. 

 

Field in 
focus 

Theory Strategic ideas 

Trade � Mercantilism 

 

� Classical 
theory 

 
� Extensions 

(Hecksher-
Ohlin) 

Maximize exports over imports and use surplus to 
fortify position 
 
Maximize goods and services through trade thanks 
to cost differences in production among countries 
 
Source of comparative advantage between nations 
is based on ratio of labour, land and capital 

Trade and 
investment 

� Product life 

cycle 

Products are born and gain critical mass in 
advanced nations and internationalization follows 
through exports to FDI and, on maturity, 
production is almost wholly located in low 
developed countries 

Investment � Stage models 

 

� Structural 
imperfections 

 
 
� Network 

theory 

Internationalization follows incremental process 
from exports to contractual agreements to 
branches to FDI. Consistent with PLC above 
 
Specific advantage is at root of any international 
expansion because thanks to it companies can seek 
out market imperfections. Consistent with PLC 
and stage models 
 
 

No specific advantage is necessary at the 
organizational level. It is assumed to be possessed 
by the network as a whole, that provides a value 
added product or a service to the market 

 

Table 1 Theories of internationalization (source: McKiernan, 1992, p. 110-111) 

 

 

3.2. Driving forces behind internationalization 
 

3.2.1. Reasons for recent international business growth 
 

It is extremely difficult to measure international business growth on a 

long-term basis, because early records comparing such data are not 
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available. Furthermore, shifting national boundaries may cause what once 

was a domestic arena to become an international one, or vice versa. 

Regardless of these problems, it is generally concluded that 

internationalization has been developing recently at a faster pace than it 

did in earlier years and also at a faster pace than domestic business has 

been growing. 

 

It seems that the driving forces behind companies' internationalization 

have been the same over decades. So what has happened in recent years 

to bring about the increased interest in internationalization processes? 

 

Daniels and Radebaugh (1998) argue that the following, sometimes 

interrelated factors are responsible: 

 

•  Rapid increase in and expansion of technology - new 

technologies developed only within the last century. Before then, 

change occurred slowly. Today transportation is quicker and less 

expensive, communications enable control from afar and it became 

possible to use low cost labour in developing countries. 

 

•  Liberalization of cross-border movements - governments today 

impose fewer restrictions on cross-border movements as they did a 

decade or two ago. Several reasons stand behind these decisions 

such as: citizens' desire for better access to goods and services at 

lower prices, hope that other countries will reduce their barriers as 

well and the possibility that domestic producers will become more 

efficient as a result of foreign competition (Wandycz, 1993). Such 

reduction of trade barriers opened the door to transnational firms 

and gave new opportunities to compete on foreign markets. 
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•  Development of supporting institutional arrangements - 

increasingly, business relies on the institutions that facilitate 

international activities, among them banks, postal services and 

insurance companies. Such arrangements are made by businesses, 

governments, non-profit organizations and they aim to ease flow of 

resources, goods, knowledge and reduce risks. 

 

•  Increase in global competition - the pressures of increased foreign 

competition can persuade a company to expand its business into 

international markets. Technological, governmental and 

institutional developments make it possible for companies to 

respond rapidly to many foreign opportunities. 

 

Nilsson et al. (1996) add that another driving force has been behind the 

emergence of global brands. The ambition to develop well-known brand 

names is part of a strategy to create differentiation among standard 

products. Global brands were primarily a way of making profit from 

economies of scale. However, during the last decade the situation has 

changed. New opportunities to establish a close and ongoing interchange 

with suppliers and distribution channels have been created. The 

importance of geographical distance is reduced by the use of information 

technology and time distance becomes crucial. 

 

3.2.2. Why companies engage in internationalization 

process? 
 

For Wheelen and Hunger (1990), gaining competitive advantage is the 

most important reason for companies' engagement in international 
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business. Companies achieve it by seeking low-cost production facilities 

in locations close to raw materials and/or low cost labour, widening their 

channels of distribution and gaining access to new technologies. 

According to Daniels and Radebaugh (1998) there are four major 

operating objectives that may influence companies to engage in 

international business. They are: 

 

•  To expand sales - sales depend on customers' interest, willingness 

and ability to buy company's products. However, the amount of 

purchasing power in one country is limited. Therefore expanding 

sales across borders helps to increase revenues and consequently 

profits. Many of the largest companies derive over half of their 

sales from outside their home country. 

 

•  To acquire resources - to secure resources companies can engage 

in the worldwide exploration, processing, transportation and 

marketing of raw materials. The potential benefits of this practice 

are clear: either the profit margin may be increased or the cost 

savings may be passed on to consumers, who will in turn buy more 

products, thus producing increased profits through greater sales 

volume. Sometimes a company buys abroad in order to acquire a 

service or raw material not available in its home country. Other 

resources a company tries to gain may be intangible such as 

technology, knowledge, expertise, etc. 

 

•  To diversify sources of sales and supplies - to help avoid wild 

swings in sales and profits companies seek for alternative sources 

of supply. Furthermore, many companies take advantage of the 

different timing of business cycles in various countries. Recessions 
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and expansions differ among regions and countries and skilful 

managing helps to avoid sales decrease. Additionally, obtaining 

supplies of the same product or component from different 

countries diminishes the impact of price swings or shortages in any 

given country or region. 

 

•  To minimize competitive risk - many companies move 

internationally for defensive reasons. They seek to counter 

advantages that competitors might gain from foreign operations 

because such advantages could be used against them domestically. 

Furthermore, by spreading sales over more than one foreign 

market, a producer might be able to minimize the fluctuations in 

demand. Another factor in spreading risk is that through dealing 

with many foreign markets a company develops more customers, 

thereby reduces its vulnerability to the loss of a single customer. 

  

Bartlett and Ghoshal (1989) support this way of thinking and state that 

the search for resources, markets and cheap labour had motivated the 

overseas expansion of most worldwide companies and shaped the 

attitudes of their managers. 

 

3.2.3. External aspects affecting MNEs foreign engagement 
 

Every strategic process consists of several stages, namely: strategy 

formulation, implementation, evaluation and control. In order to 

formulate strategy, top management of a multinational corporation must 

scan all important environmental variables that might affect future 

actions. In order to grasp a general overview of opportunities, threats, 
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weaknesses and strengths, a firm has to scan both external and internal 

environment. 

 

Having in mind the purpose of our study, we will only emphasize 

external environmental issues, because internal strengths and weaknesses 

are beyond our interest. 

 

According to Wheelen and Hunger (1990), external dimensions affecting 

company's performance are: sociocultural, economic, political-legal, and 

technological. We will now briefly describe all of them. 

 

a. Sociocultural forces 

 

Different sociocultural norms and values have important effects on an 

MNE's activities. Such sociocultural forces consist of customs, norms, 

values, language, demographics, life expectancies, social institutions, 

status symbols, life-style, religious beliefs, attitudes toward foreigners, 

literacy level, etc. (Wheelen, Hunger, 1990). 

 

The amount of adjustment required by MNEs is influenced by how much 

the environments of home and host countries resemble each other.  Social 

environment is changing constantly. Nations become universal thanks to 

global mass media, worldwide advertising campaigns, standardization of 

products. The so called "californication of needs" appears to be an issue 

nowadays (Gierszewska, Romanowska, 1999). 

  

However, local needs, traditions and norms cannot be forgotten. Making 

assumptions that the world outside a home country is built and operates 

in the same way as in the fatherland is very misleading.  
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 In less developed countries, most of the working population can be 

illiterate. A result is likely to be a shortage of skilled labour and 

supervisors. Differences in language and social norms will heavily affect 

the marketing mix for a particular country. Product presentation, 

packaging, distribution channels, pricing, and advertising must be attuned 

to each culture. Sometimes, even if the product is desired by the public, 

the literal translation of a product's name and slogan can ruin sales 

(Ricks, Mahajan, 1984). 

 

Changes in population also bring consequences for company's strategies. 

Such alterations take place all around the world, e.g. in Western Europe 

birth rate is dropping sharply and it is estimated that in year 2020 20% of 

population will be aged over 65. Such data need to be taken into account 

by managers when they think of long-term strategy (Bloom, Calori, de 

Woot, 1995). 

 

b. Economic forces 

 

The type of economic system in a country can strongly affect the kind of 

relationship an MNC can establish with a host country. As it was in the 

case of Poland before the system changed, managers of MNEs based in 

free-market capitalistic countries had difficulties understanding the 

regulations responsible for trade with centrally planned socialistic 

countries. Licensing, acquisitions or joint ventures might be restricted 

severely in some host countries (Wheelen, Hunger, 1990). 

 

The strength of such forces can be estimated by the economic condition 

of a host country. It includes GNP growth, the rate of capital growth, 

interest rates, exchange rates, inflation, consumption rate, unemployment 
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and foreign debts. Economic growth brings increase in consumers' 

spending and enables sector development. Recession, on the other hand, 

triggers decrease in demand, sharpens the competition and brings 

bankruptcy for the weakest. Even though estimating future economic 

growth is very difficult it is crucial in building successful strategy 

(Gierszewska, Romanowska, 1999). 

 

In addition, in most countries inflation and currency exchange rates 

create further difficulties for MNEs. A MNE's financial policy in an 

economy subject to rapid inflation must be altered to protect the firm 

against inflationary losses. Investing in high inflation countries is very 

hazardous, as prognoses fail and increase uncertainty. In such conditions, 

credit terms must be restricted, cash balances must be minimized and 

prices must be constantly watched. Balance of payments problems in a 

host country can lead to formal currency devaluation. Such devaluation 

causes large losses in terms of the assets and profits of subsidiaries in 

devaluating country. This results in a severe profit squeeze as the host 

governments attempt to pass the burden to 'rich' multinational 

corporations (Wheelen, Hunger, 1990). 

 

c. Technological forces 

 

The technological environment after the Second World War started to 

change rapidly. Since the 1950s, acceleration of development and 

technological innovations started to influence boundaries, structure and 

dynamics of economic environment. Companies were facing new, 

unforeseen challenges. In highly developed countries, the time span 

between inventing a new solution and launching it on the market reduced 
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significantly, e.g. in Western Europe and USA it takes about 4-5 years 

and 3-3,5 years in Japan to market a new product (Hill, Jones, 1989). 

 

The question of technology "transfer" has become an important issue in 

international dealings. Most less developed countries welcome 

multinational corporations into their nation as carriers of advanced 

technology and management expertise. They realize that not only will 

local labour be hired to work for the firm, but also that the MNE will 

have to educate the workforce to deal with advanced methods and 

techniques. Production technologies are rapidly moving from the 

developed to the developing countries of the world (Reich, 1983).  

 

Another technological issue raised in international trade is the 

determination of the appropriate technology for use in production plants 

located in host countries. For example, labour-saving devices (e.g. 

robots) that are economically justifiable in highly developed countries 

where wage rates are high can be more costly than labour-intensive types 

of production in less developed countries with high unemployment and 

low wage rates. The knowledge of technology might be so low in a 

country that a MNE is tempted, in order to gain operating leverage, to 

employ very few local people and automate the plant as much as 

possible. The host country's government, however, faced with massive 

unemployment, could strongly desire a labour intensive plant (Stobaugh, 

Wells, 1984). 

 

Information technologies' development enables companies to avoid 

costly and time-consuming business trips and raises the number of 

discussion participants. It also helps to widen the knowledge about 
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foreign tastes and needs without leaving the headquarters (Nowakowski, 

2000). 

 

d. Political-legal forces 

 

Political environments in a company's home country and the countries in 

which it does business are important external influences on management. 

Political environment refers to public institutions (such as the 

government, government agencies, and government-owned businesses) 

and non-public institutions (such as environmental and other special 

interest groups that represent specific individuals or groups) (Baron, 

1993).  

 

Political and legal factors have a substantial impact on creation of 

company's opportunities or barriers. Political and economic world are 

becoming more interrelated, but these relations are not always good for 

MNEs (Gierszewska, Romanowska, 1999). 

 

The system of laws and public policies governing business formation, 

acquisitions and competitive activities constrains the strategic options 

open to a multinational company. It is likely that a particular country will 

specify guidelines for hiring, firing and promoting people. It might also 

mandate employment ratios of foreigners to its citizens and restrict 

management's prerogatives regarding unions. In addition, there are likely 

to be government policies dealing with ownership, licensing, repatriation 

of profits, royalties, importing, and purchasing (Wheelen, Hunger, 1990). 

  

Another important issue is the country's new role towards globalization. 

Firms expect that government will protect markets for their products and 
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at the same time help to develop new products and technologies. 

Therefore, most of the countries have very similar strategies - through 

government research projects, international public projects and skilful 

steering on the domestic market the state transfers huge amounts of 

public resources to private enterprises (Gierszewska, Romanowska, 

1999). 

 

By the mid 1980s, two international trends were evident. First was the 

desire by a number of countries to sell to private interests previously 

state-owned firms and to welcome the presence of foreign-owned MNEs. 

This tendency will continue because apart from purely national public 

services, all state-owned enterprises must expand internationally in order 

to survive in the increasingly global environment. The second trend was 

an increasing amount of trade barriers, local content regulations and other 

protectionist measures, designed to help domestic industries compete 

with foreign competition. Although tariffs worldwide were significantly 

smaller during the 1980s than they had been in the 1950s, they remained 

a favourite defence against imports in developing countries. Other 

protectionist measures are setting product standards at such a level that 

few foreign products will be acceptable for sale, requiring that 

governments give preference to that nation's own industry and outright 

government subsidies to companies in particular industries to help them 

compete in the international market with artificially lower prices 

(Anastassopoulus, Blanc, Dussage, 1987).  Such protectionist measures 

are diminishing as world nations are unifying together with the 

emergence of regional economic solutions such as European Union, 

NAFTA, OPEC, GATT and many more (Nowakowski, 2000). 
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There are various reasons behind international business growth. These 

are rapid increase and expansion of technology, liberalization of cross-

border movements, development of supporting institutional 

arrangements and increase in global competition. Additionally, 

companies aim to expand sales, acquire resources, diversify sources of 

sales and supplies and minimize competitive risk. External factors 

affecting their performance are: sociocultural dimensions (customs, 

norms, values, language), economic aspects (inflation, exchange rate, 

GNP growth), political-legal environment (system of laws and public 

policies) and technological factors. 

 

 

3.3. Internationalization as a sequence of stages 
 

Significant models in the field of international business describe the 

internationalization process as a gradual development taking place in 

distinct stages and over a relatively long period. Although preceded by 

the seminal works of Hymer (1960), Kindleberger (1962) and Aharoni 

(1966) into the growth of multinational enterprise and international 

production and product life-cycle theories developed by Vernon (1966), 

much of the research into the internationalization of the firm has been 

influenced by the conceptualizations, which emanated from the 'Uppsala 

School' in the mid- to late 1970s. 

 

3.3.1. Internationalization Process Model (Uppsala model) 
 

Nordic international business scholars are perhaps best known globally 

for their research on the internationalization of the firm (Björkman, 
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Forsgren, 1997). Of particular significance was the "establishment chain" 

theory proposed by Johanson and Wiedersheim-Paul (1975) what later 

became known as Uppsala Internationalization Model. 

 

We decided to choose this theoretical concept as it was formed and 

supported in Swedish firms and suits our Swedish case - Scania, which is 

our field of interest. Additionally, the model applies to high technology, 

manufacturing companies and Scania is exactly one of such companies. 

 

The model is based on empirical observations of four Swedish 

companies. Authors found that gradual internationalization, rather than 

large, spectacular foreign investments, is characteristic of the 

internationalization process of most Swedish firms. 

 

"Swedish firms often develop their international operations in 

small steps rather than by making large foreign production 

investments at single points in time. Typically firms start exporting 

to a country via an agent, later establish a sales subsidiary, and 

eventually, in some cases, begin production in the host country.”  

(Johanson, Wiedersheim-Paul, 1975, p. 44 in Buckley, Ghauri, 

1993) 

 

This internationalization process evolves in interplay between the 

development of knowledge about foreign markets and operations on one 

hand and an increasing commitment of resources to foreign markets on 

the other. A distinction is made between state and change aspects of 

internationalization. State aspects are market commitment and market 

knowledge and change aspects are current business activities and 

commitment decisions. State aspects affect decisions regarding change 
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aspects and vice versa. Thus, the process is seen as causal cycles 

(Johanson, Vahlne, 1990). 

 

 
 

Figure 4 The internationalization process of the firm (source: Johanson, Vahlne, 

1990, p. 12)  

 

According to Penrose (1959), there are two kinds of knowledge: 

objective knowledge that can be taught, and experiential knowledge, 

which can only be acquired through personal experience. Market 

knowledge is gained primarily through experience from current business 

activities in the market. It generates business opportunities and is 

consequently a driving force in the internationalization process. 

Experiential knowledge is also assumed to be a major force reducing 

market uncertainty. Thus, in a specific country, the firm is expected to 

make stronger resource commitments incrementally as it gains 

experience from current activities in the market. Such market experience 

is rather country-specific, i.e. it can be generalised to other countries' 

markets only with difficulty.  
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The Uppsala model implies that additional market commitment will be 

made in small steps with three exceptions (Johanson, Vahlne, 1990): 

 

1. When firms have large resources the consequences of commitments 

are small. Thus, big firms are supposed to make larger 

internationalization steps. 

  

2. When market conditions are stable and homogenous, relevant market 

knowledge can be gained in ways other than through experience. 

 

3. When the firm has considerable experience from markets with similar 

conditions it may be possible to generalize this experience to the specific 

market. 

 

Another very characteristic feature of the internationalization process 

model is that the firm is viewed as a loosely coupled system in which 

different actors have various interests and ideas concerning the 

development of the firm. In particular, those who are engaged in a 

foreign market will see opportunities and problems, will seek solutions to 

the problems and will promote these solutions. Thus, the model expects 

that the internationalization process, once it has started, will tend to 

continue regardless of whether strategic decisions in that direction are 

made or not (Pfeffer, 1981). 

 

The Uppsala model explains two patterns in the internationalization of 

the firm. One is that the firm's engagement develops according to an 

establishment chain, i.e. at the start no regular export activities take 

place, then export via independent representatives starts, later a sales 

subsidiary is formed and eventually manufacturing may follow. Such a 



 63

sequence of stages indicates an increasing commitment of resources to 

the market. The second pattern states that firms start internationalization 

by going to those markets they can most easily understand. There they 

will see opportunities and there the perceived market uncertainty is low 

(Johanson, Wiedersheim-Paul, 1975).  

 

Overall, the model has gained strong support in studies of a wide 

spectrum of countries and situations. The empirical research confirms 

that commitment and experience are important factors in explaining 

international business behaviour. 

 

3.3.2. Other internationalization "stage" theories 
 

The process model has grown out of empirical research based on 

traditional microeconomic and marketing theory, about Swedish firms 

competing internationally (Carlson, 1975). It could be expected that the 

model's validity is limited to countries like Sweden, which are rather 

small and highly industrialized. However, later research from other 

countries has reported empirical observations in support or consistent 

with the model. Empirical research by Wisconsin researchers and 

research in Mannheim about export behaviour provides a similar picture. 

Converging results have been also reported in studies of Hawaiian export 

firms, Turkish exporters, and Australian firms (Johanson, Vahlne, 1990). 

 

Some viewed the development as an innovation-adaptation cycle, while 

others as an export development "learning curve", influenced by external 

stimulation (e.g. unexpected orders or enquiries) and internal incentives 

(e.g. managerial ambition, excess capacity) (Bilkey, Tesar, 1977; 

Cavusgil, 1980; Czinkota, 1982).  
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All of these models propose a step-wise "stages" approach - although the 

precise number of stages is contested - and generally support the notion 

entering markets that are easily understandable (very often these are 

neighbouring countries). However, less emphasis is placed on the 

development of alternative market entry modes. Rather, these stage 

models underline companies' increased dependence on exports and 

greater commitment to a growing number of foreign markets. Thus, from 

being unwilling to export, firms proceed through various stages to 

become experienced, highly committed exporters.  

 

As evidence in the literature shows, these internationalization "stage" 

models have gained considerable support even though they do not seem 

to vary much. 

 

"Except for the initiating mechanism, the differences between the 

models seem to reflect semantic differences rather than real 

differences about the nature of the internationalization process."  

(Andersen, 1993, p.212) 

 

A short comparison of the four, most influential stage models is 

illustrated in Figure 5. 
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Figure 5 Comparison of export development/internationalization 'stage' models 

(source: Hooley, Loveridge, Wilson, 1998, p. 9) 

 

All presented models show considerable similarities in the way 

internationalization process is perceived and understood. We will now 

explain the assumptions that bind them all together.  

 

However, we will try to put more emphasis on the Uppsala model as we 

find it a starting theory that gave birth to further research and 

investigations and we will try to investigate whether this model applies to 

establishment of foreign activities in transition country such as Poland. 

 

3.3.3. Underlying assumptions of "stage" models 
 

An examination of the alternative models presented in figure above 

reveals a number of common assumptions: first, that firms develop in 

their domestic market before initiating exports; secondly that there is 

some initial resistance to become involved on the foreign market; thirdly, 
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that firms begin exporting to psychologically "close" countries; fourthly, 

that there is a logical, linear sequence of stages and finally, that the whole 

process is uni-directional and inevitable once the first steps have been 

taken.  We will now explore each of these assumptions in more detail. 

 

a. Domestic market development precedes exporting 

 

It is widely accepted in the literature that firms are well developed in 

their home markets before venturing abroad. Internationalization may be 

triggered by an inward technology transfer or a firm's dealings with 

overseas suppliers, local subsidiaries of foreign multinationals, etc. 

(Welch, Luostarinen, 1988).  

 

Firms simply establish the necessary facilities and workforce to supply 

the home market before seeking to export, especially in the case of 

manufacturing firms operating in large economies. However, this is not 

an essential path for companies based in smaller countries, or those 

located in emerging nations. Nor it is always true for small-scale, high-

technology firms or service providers. In such cases, a small domestic 

market is likely to influence firms to internationalize from the very 

beginning, especially if their technologies or service offerings are too 

advanced for the home market. Bell (1994) reports cases of Scandinavian 

computer software firms established specifically with export markets in 

mind. Some subsequently obtained domestic sales and others did not. 

Moreover, even those that had initially obtained domestic sales, 

internationalized very rapidly due to a small home market for specialist 

software. 
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Thus, it may be argued that an established domestic market is not a 

precondition for export initiation. Indeed, it may in fact limit 

internationalization. As much of the research into exporting has emanated 

from the advanced industrial economies, it is not surprising that this 

assumption is still valid; however, its validity can no longer be fully 

accepted (Hooley, Loveridge, Wilson, 1998). 

 

b. Reluctance to initiate exports 

 

Much of the evidence in this field emerges from US-based research, 

wherein firms are described as export adverse and reactive rather than 

proactive (Bilkey, 1978; Cavusgil, 1984). 

 

In contrast, European and Scandinavian contributions and other studies 

conducted in the newly industrialized countries are much less fixated 

with the notion that firms are reluctant exporters. While recognizing that 

exporters face additional human and financial resource constraints, 

exporting is accepted as a viable alternative for survival when the scope 

for domestic expansion is limited. Clearly, not all small firms have 

products or services with export potential, but those that do are more 

likely to accept the challenge if they are located in small economies. 

Thus, although their export behaviour may be 'reactive, unplanned and 

opportunistic' they are not especially reluctant to export. The observation 

by Bodur (1986) confirms that the size of domestic market and the 

economic conditions are critical variables in a firms' positive or negative 

attitudes towards exporting. 
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c. Export starts with psychologically 'close' countries 

 

Models assume that firms enter new markets with successively greater 

psychic distance and that the time order of such establishments is related 

to this distance between the home and the import/host countries. Psychic 

distance is defined as the sum of factors preventing the flow of 

information from and to the market. These are differences between any 

two countries in terms of language, culture, education level, business 

practice and legislation. Therefore, firms start their internationalization 

on markets with the lowest perceived market uncertainty, in other words, 

markets that they can easily understand (Vernon-Wortzel, Wortzel, 

1997). 

 

For obvious reasons, psychic distance is correlated with geographic 

distance. However, exceptions are easy to find. Some countries in the 

British Commonwealth are far apart geographically, e.g. England and 

Australia, but for different reasons they are near to each other in terms of 

psychic distance. The USA and Cuba are close to each other 

geographically, but for political reasons, far apart with regard to psychic 

distance. As these examples indicate, psychic distance is not constant. It 

changes because of the development of the communication system, trade 

and other kinds of social exchange, but in general, most changes take 

place rather slowly (Johanson, Wiedersheim-Paul, 1975). 

 

However, psychic distance is of course not the only important factor for 

international operations. Firstly, markets tend to gravitate towards 

markets that present the greatest opportunities for their products. 

Secondly, receipt of unsolicited order or enquiry can lead to export 

initiation if the perceptions of risk are not too great.  In a similar manner, 
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firms may follow domestic clients into international markets. Finally, in a 

European context, there is some evidence that EU programmes are 

starting to break down "psychic distance" barriers because they 

encourage collaboration between small firms from member states, 

notably those located at the periphery of the community (Hooley, 

Loveridge, Wilson, 1998).   

 

d. Internationalization as a logical, linear and sequential process 

 

The "establishment chain" theory assumes that firms begin by exporting 

before proceeding to other forms of foreign market involvement. 

Following steps: no regular export, independent representative (agent), 

sales subsidiary, production - seem to be a correct description of the 

order of the development operations of the firms in individual countries. 

 

As already mentioned before, the model expects that once the 

internationalization process has started, it will proceed regardless of 

whether strategic decisions are made or not.  

 

However, a number of external and internal factors will influence the 

choice of market entry strategy. Barriers to entry to particular export 

markets - such as high tariffs - may preclude exporting and encourage 

licensing or other more direct methods. Foreign ownership regulations 

may result in a joint venture, rather than the establishment of a wholly 

owned subsidiary. Again, the nature of product or service offerings may 

render certain strategies unsuitable and the lack of internal resources may 

restrict the firm's scope to pursue an optimum strategy (Hooley, 

Loveridge, Wilson, 1998).  
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Finally, inherent in all of the internationalization 'stage' models is the 

notion of continuous forward momentum and that such a process is 

inevitable. According to them logical step-wise and uni-directional 

progression from exporting to establishing foreign market operations is 

certain (Luostarinen, 1991). 

 

3.3.4. Shortcomings of the 'stage' theories 
 

Even though 'stage' models took an important place in the literature and 

have a proven pedagogic utility they have a number of shortcomings. 

 

First, the 'stages' approach does not explain the dynamics of progress 

from one stage to the next. This is due to a lack of precise stage 

boundaries definitions. Second, the uni-directional flow is probably 

oversimplified. The model in its form denies divestment or strategic 

reorientations that accompany a withdrawal from foreign markets. These 

could be due to economic recession at home or abroad, the breakdown of 

trust/confidence in agents or licences, economical or political instability, 

etc. (Ford, et al., 1982).  

 

Third, the sequential nature of the process essentially denies the 

leapfrogging of stages, e.g. from exporting straight to FDI or straight to 

FDI from domestic base. Fourth, they have been adversely criticized for 

representing a process of great complexity in too simple a format (Dichtl 

et al, 1983).  

 

Finally, explanations of the choices available to the organization at any 

point in time are not made clear. Suggestions are made that FDI may be 

superior to licensing where transaction costs of the latter are higher, 
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where organizational advantages lie in a continuous flow of innovative 

knowledge and where technological advantages are coupled with an 

excess of capacity of capital and managerial skills. These broad, general 

statements are the results of a concentration of research on the FDI stage 

rather than on the whole process. 

 

� Critical views concerning Uppsala Internationalization Model 

 

The Uppsala model has several specific shortcomings as well. It has been 

argued that this stage model says something important only about the 

early stages of the internationalization process when lack of market 

knowledge and market resources is still a constraining factor. When a 

company already has activities in several countries, these factors are no 

longer a problem. In that situation, the firm can allocate resources to 

international activities on the basis of the real market conditions rather 

than in response to the unknown (Forsgren, 1989). 

 

In a study of Swedish firms in Japan, Hedlund and Kverneland (1985) 

found evidence that the development patterns of those companies were 

not consistent with the route based on the internationalization process 

model. The reason for this, in their opinion, was that there has been a 

general internationalization of industries and markets. As a result, lack of 

market knowledge is no longer a factor limiting the pace and patterns of 

internationalization. They argue that the model will be increasingly less 

valid in the future. 

 

Further, Nördstrom (1990) argues that the world has become much more 

homogenous and that consequently psychic distance has decreased. He 

expects that recent starters are willing and able to enter directly into large 



 72

markets, as some of these are now as close to Sweden in a cultural sense 

as are the Scandinavian countries. His study revealed that Germany, USA 

or Britain have become as common a target for the very first 

establishment of sales subsidiaries as the Scandinavian neighbours. But 

does it also apply to Polish market? We will try to investigate this 

question throughout this paper. 

 

It was also argued that the process model does not take into account 

interdependencies between different country markets. It seems 

reasonable to consider a firm more internationalized if it views and 

handles different country markets as interdependent than if it views them 

as completely separate entities. Such interdependencies between markets 

can be expected to have a strong impact on the internationalization of the 

firm (Johanson, Mattsson, 1986).  

 

As already mentioned, the above studies have shown that the model is 

valid for manufacturing industries and not for service industries. A study 

of the internationalization process of Swedish banks suggests that their 

foreign establishments are not governed by cultural distance even though 

that market entry was made in small steps (Engwall, Wallenstål, 1988). 

 

Being aware of all the shortcomings, we aim to investigate whether the 

Uppsala stage model applies to Scania's case in Poland or does the case 

support the views of the critics. It seems very interesting to find out 

whether the model is supported when a company enters a transition 

market. 

 

 

 



 73

3.3.5. Swedish model 
 

The involvement of Swedish firms in international markets dates as far 

back as the 1870s. By the 1890s, several firms were manufacturing 

abroad. The decades right after Second World War were a golden era for 

Swedish international business activities and by the 1960s most of them 

were involved in international marketing. Swedish firms found an early 

market in Europe where countries needed Swedish raw materials and 

other products to rebuild their infrastructure after the war. Innovation 

capabilities and well-developed network of relationships were important 

factors in their success. Additionally, strong demand and abolition of 

trade restrictions helped Swedish companies to expand internationally 

(Buckley, Ghauri, 1993).  

 

In 1965, 82 Swedish firms had 800 overseas manufacturing and sales 

subsidiaries with 170,000 employees. However, in the growth of Swedish 

multinationals, the 1970s and 1980s were crucial. Their ability to serve 

foreign markets through exports declined and they had to increase 

activities involving FDI to protect these markets (Buckley, Ghauri, 

1993).  

 

Hedlund and Aman (1984) looked at the structural development of 

multinational companies and explained how the structure of these firms 

developed from domestic to global. They presented the so-called 

"Swedish model" of managing foreign subsidiaries. It contained 

following key strategic and structural points: 

 

•  Swedish firms were competing on the basis of advanced 

technology, superior products and premium prices 
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•  They had been producing for industrial buyers  

•  Early internationalization 

•  Low product diversity, expansion only in related areas 

•  More autonomy for subsidiary managers as compared to 

subsidiaries from other countries  

•  Extended personal networks of close contacts between 

headquarters and important foreign subsidiaries  

•  Informal personalized control through information sharing and 

common experience 

•  Strong position of managers with a technical/manufacturing 

background 

 

Our aim is to find out whether these features characterizing Swedish 

companies are also reflected when doing business in Poland - specific 

country in the process of transition.  

 

Internationalisation stage models play an important role in the field of 

foreign business. They describe the internationalisation process as a 

gradual development taking place in distinct stages and over relatively 

long period. The Uppsala model is based on empirical observations of 4 

Swedish companies and according to this theory firm's engagement 

develops as an establishment chain, i.e. it starts with export activities, 

then agency takes place, subsidiaries are formed and eventually 

manufacturing may follow. There are several assumptions regarding 

stage models, namely: domestic market development precedes 

exporting, companies are generally reluctant to initiate exports, and 

start activities with psychologically 'close' countries and the process 

itself is logical and linear. Uppsala internationalisation model is 
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criticised as it does not apply to service industries, does not take into 

account interdependencies between countries and its importance will 

diminish with time as psychic distance has decreased.     

 

 

3.4. Theory of Foreign Direct Investment 
 

As many authors perceive, Foreign Direct Investment (FDI) is the final 

and most advanced form of company’s internationalisation process. We 

decided to touch upon theoretical considerations on this matter as Scania 

made FDIs in joint venture as well as majority-owned FDI on the Polish 

market. Most considerations on FDI are based on comparisons with other 

entry modes (less advanced than FDI like licensing or exporting), which 

make them even more valuable for the reader since he understands the 

broader context of the internationalisation issues. 

  

Studying FDI is important because production facilities abroad comprise 

a large and increasingly important part of their strategic thrusts. In fact, 

FDI is now more important than trade as a vehicle for international 

economic transactions. No one explanation or theory encompasses all the 

reasons for such investment (Daniels & Radebaugh, 1998).      

 

3.4.1. FDI – the form of market servicing 
 

Direct investment covers marketing operations and production 

operations: both sales subsidiaries and production subsidiaries ranging 

from assembly to full production. Moreover, there are other important 

distinctions: in mode between a joint venture and a take-over and in 
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organisation form between a joint venture and a wholly owned 

subsidiary. Direct investment is regarded as the most risky form of entry 

in terms of capital committed, but is regarded as the most effective in 

securing market share and strategic competitive advantage. This is 

confirmed, for instance, in two recent articles on entry into the Japanese 

Market (Buckley et al., 1987a, 1987b). It also confers prestige as an 

internationalised company and is seen as the key weapon in a global 

strategy, as for instance in the ‘triad’ concept (Ohmae, 1985; Buckley et 

al., 1987a). It is however, far too easy and incorrect to assume that direct 

investment is always the correct form of market servicing. External 

conditions and internal capabilities often suggest otherwise (Buckley, 

1997).  

 

3.4.2. The Concept of Control 
 

Foreign investment covers a range of operations. The normal image of a 

foreign direct investment is a production facility involving a huge capital 

outlay. This is not necessarily so. A foreign direct investment can be a 

creation of sales subsidiary – one person with stock working from his 

basement with a car (Buckley, 1997).  

 

The key feature of FDI is not scale but control from the parent. This 

control, exercised most usually through equity ownership, enables direct 

management of a foreign facility rather than control through a contract. 

These issues are widely debated in the internationalisation literature 

(Buckley and Casson, 1976, 1985; Dunning, 1981; Hennart, 1986, among 

many others).  
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The share of ownership necessary for control is not clear-cut. If stock 

ownership is widely dispersed, then a small percentage of the holdings 

may be sufficient to establish control of managerial decision-making. 

However, even a 100% share does not guarantee control. If a government 

dictates whom a company can hire, what the company must sell at a 

specified price, and how earnings will be distributed, than it could be said 

that control has passed to the government. Governments frequently do 

impose these decisions on companies (Daniels & Radebaugh, 1998). 

 

Control is very important to many companies who are reluctant to 

transfer certain vital resources to another domestic or foreign 

organisation that can make all its operating decisions independently. 

These resources may include patents, trademarks, and management 

know-how, which when transferred can be used to undermine the 

competitive position of the original holders. This desire to deny rivals 

access to competitive resources is referred to as the appropriability 

theory (Coase, 1937; Casson, 1980; Magee, 1977).  

 

In addition, operating costs may decrease and the speed of technological 

transfer may increase when control is retained, for several reasons: 

 

1. The parent and subsidiary are likely to share a common 

corporate culture 

2. The company can use its own managers, who understand its 

objectives 

3. The company can avoid protracted negotiations with another 

company 
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4. The company can avoid possible problems of enforcing an 

agreement 

 

This control through self-handling of operations (internal to the 

organisation), rather than through contracts with other companies, is 

often called internalisation (Rugman, 1981; Teece, 1985). 

 

Despite the advantages of control, many circumstances exist in which 

assets are transferred to non-controlled entities, such as transferring 

trademarks and technology through licensing agreements. In addition, 

companies lack resources to control all aspects of their production, 

supplies, and sales, so they funnel their resources to those activities that 

are most important to their strategies and their performance. 

 

3.4.3. Motivations for FDI 
 

Plenty of different motives encourage companies to undertake foreign 

direct investments. The table presented below presents motivations for 

FDI as an Alternative or Supplement to Trade: 
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Sales 

expansion 

objective 

Resource 

acquisition 

objective 

Diversification 

objective 

Competitive 

risk 

minimization 

objective 

Political 

objective 

High transport 

costs 

Savings through 

vertical integration 

Following 

customers 

Influence 

companies, 

usually through 

factors under 

resource 

acquisition 

objective 

Lack of 

domestic 

capacity 

Savings through 

rationalised 

production 

Customer base 

(same 

motivations as 

for sales 

expansion 

objective) 

 

Low gains from 

scale economies 
 

Preventing 

competitors’ 

advantage 
 

Trade 

restrictions 

Gain access to 

cheaper or different 

resources and 

knowledge   

Barriers because 

of country-of-

origin effects 

(nationalism, 

product image, 

delivery risk) 

Need to lower costs 

as product matures 

 

Gain governmental 

investment 

incentives 

Supplier base 

(same 

motivations as 

for resource 

acquisition 

objective) 

  

Lower 

production costs 

abroad 

    

 

Table 2 Motivations for FDI (source: Daniels & Radebaugh, 1998).              

 

From the numerous presented concepts, two will be presented in more 

detail here, as they have been clearly represented by our case company 

entering the Polish market in transition. 
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� Trade Restrictions 

 

For various reasons, a government can make it impractical in many ways 

for companies to reach their market potential through exportation alone. 

Companies may find they must produce in a foreign country if they are to 

sell there. Such governmental trade restrictions undoubtedly favour large 

companies that can afford to commit large amounts of resources abroad, 

while making foreign competitiveness more difficult for very small 

companies, which can only afford exportation as a means of serving 

foreign markets. 

 

How prevalent are trade restrictions as an enticement for making direct 

investments? There is substantial anecdotal evidence of decisions by 

companies to locate within protected markets, yet studies of aggregated 

movements of direct investment are inconclusive regarding the 

importance of trade barriers. Studies that found import barriers to be an 

important enticement include Lall and Siddharthan (1982), Horst (1972), 

Dunnning (1958) and Orr (1975). 

 

Some studies have not found import barriers to be an important 

enticement, perhaps because the studies have had to rely on actual tariff 

barriers as the measure of restrictions. This reliance overlooks the effects 

of non-tariff constraints, indirect entry barriers, and potential trade 

restrictions. Further, companies sometimes will make a limited foreign 

investment as a means of defusing protectionist sentiments, thus 

prolonging their export capabilities (Bhagwati, Dinopoulos, Wong, 

1992). 
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Import barriers almost certainly are a major enticement to direct 

investment, but they must be viewed along with other factors, such as the 

market size of the country imposing the barriers. For example, import 

trade restrictions have been highly influential in enticing automobile 

producers to locate in Brazil. Similar restrictions by Central American 

countries have been ineffective because of their small markets. However, 

Central American import barriers on products requiring lower amounts of 

capital investment and therefore smaller markets have been highly 

effective at enticing direct investment (Daniels, Radebaugh, 1998). 

 

� Product image 

 

The link between product image and direct investment is clearer than that 

between nationalism and direct investment. A product’s image may stem 

from the merchandise itself or from beliefs concerning after-sales 

servicing. In tests using commodities that were identical except for the 

label indicating country of origin, consumers were found to view 

products differently on the basis of their source (Peterson, Jolibert, 1994).  

 

There are examples of eventual image changes, such as the general 

improvement in the image of Japanese products that occurred 

concomitantly with the decline in image for U.S. products. However, it 

may take a long time and be very costly for a company to try to 

overcome image problems caused by manufacturing in a country that has 

a lower-status image for a particular product. Consequently, there may be 

advantages to producing in a country that has an existing high image 

(Daniels, Radebaugh, 1998).  
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3.4.4. The timing of the switch to FDI 
 

Analyses that are concerned with the dynamics of foreign expansion of 

the firm should be able to specify those factors which govern the timing 

of the initial FDI. Aliber (1970) attempts to do this by reference to the 

capitalisation of returns from the firms alternatives: exporting, licensing 

and foreign investment. Aliber assumes that the firm possesses a ‘patent’ 

or monopolistic advantage. He argues that the costs of doing business 

abroad prevent investment from being the preferred strategy until a 

certain market size is attained. Only at a particular size of market will 

the higher capitalisation ratio, which applies at source country firms, 

overcome the cost advantage of a local producer (which can be exploited 

via licensing the ‘patent’ to a local firm).  

 

In Aliber’s system, the source country firm will always be a higher cost 

producer than the host country firm, provided the latter has access to the 

patent at competitive rates. This limits the analysis by ruling out those 

situations where the source country firm (through familiarity with the 

technology, firm-wide economies of scale, and so on) has compensating 

advantages vis-à-vis host country competitors (Buckley, 1997). 

 

The dynamics of the ‘switch’ from exporting to licensing and then to FDI 

are thus dependent, according to Aliber, on the host country market size 

and the differentials in capitalisation ratios between assets denominated 

in different currencies. The latter are determined by the currency 

premium in the capital market that the compensation investors require so 

that they will bear uncertainty concerning fluctuations in exchange rates. 

Tariffs are easily incorporated into this framework: an increase in the 

host country tariff will bias the foreign patent owner towards the use of 
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the patent in the host country; the choice between its use in licensing or 

internally via FDI remains unchanged, the choice depending on whether 

host market size allows the capitalisation factor to outweigh the cost of 

doing business abroad. 

 

In a theoretical paper, Buckley and Casson (1985) provide a model which 

specifies the optimal timing  of a ‘switch’ to direct investment by 

reference to the costs of servicing the foreign market, demand conditions 

in that market and host market growth. The market servicing decision is 

more complex than it appears at first sight, particularly when the initial 

costs of setting up a foreign investment are time-dependent. A simple 

model of a firm facing a growing market is illustrated in Figure 5 below.  

 

 
Figure 6 Foreign Direct Investment decision (source: Buckley and Casson, 1981, 

p.80) 

 

This model specifies two kinds of costs, fixed and variable, and two 

forms of foreign market servicing: exporting which has low fixed but 

high variable cost, and FDI, which has high fixed but low variable cost, 

Exporting FDI 
q 

C (q) 
Costs 

Switch
(q1) 

Exporting 

Licensing 

FDI 

Note: In this example, licensing is never the preferred alternative. 

Market size 
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licensing is an intermediate state, which in this example is never the 

preferred option. 

  

Should foreign market size become greater than q1, then the firm will 

switch its mode of market servicing to investment in the market. 

Removal of tariffs may therefore lead to a switch, not to exports (or to 

exports only as an intermediate stage), but directly to foreign direct 

investment by the multinational firm. 

  

This model enables specification of the optimal timing of a switch in 

modes by reference to the key variables: 

 

(1) mode-related costs 

How much does it cost to export and how much does it cost 

to invest directly? 

What are the advantages and disadvantages of these modes? 

The more capital engagement makes the company, the more 

fixed costs appear.  

 

(2) demand conditions in the host market 

Is demand increasing or is it stable? Is it worth to switch the 

mode? What is the  purchasing power of potential 

buyers? 

 

(3) target market growth 

Is the target market blooming or is it showing signs of 

decline? What are the prospects for the future? Is it worth to 

increase the level of capital engagement? 
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The introduction of time-dependent set-up costs, in particular, makes the 

decisions very complex. A similar model has been developed by Giddy 

and Rugman (1979).  

 

Foreign Direct Investment (FDI) is the final and most advanced form 

of company’s internationalisation process. No one explanation or 

theory encompasses all the reasons for such investment. Direct 

investment is regarded as the most risky form of entry in terms of 

capital committed, but is regarded as the most effective in securing 

market share and strategic competitive advantage. The key feature of 

FDI is not scale but control from the parent. There is substantial 

anecdotal evidence of decisions by companies to locate within protected 

markets, yet studies of aggregated movements of direct investment are 

inconclusive regarding the importance of trade barriers. Some studies 

have not found import barriers to be an important enticement. The 

costs of doing business abroad prevent investment from being the 

preferred strategy until a certain market size is attained. Only at a 

particular size of market will the higher capitalisation ratio, which 

applies at source country firms, overcome the cost advantage of a local 

producer. Explanation of moment of switch to FDI is an important 

feature represented by some theories on FDI.  
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4. Poland as a target for investment 
 

The collapse of communism in 1989 undoubtedly stands out as the most 

important global political phenomenon since the Second World War. 

Economically, the transition from a centralized system to a market 

economy on such a vast scale, covering the entire Central and Eastern 

Europe region, constitutes a unique and unprecedented situation. Central 

and Eastern Europe has opened up undreamed opportunities for Western 

firms, permitting access to markets previously accessible to a very 

limited extent. For most Western companies, relatively little local 

competition, coupled with the liberalization of prices for almost all 

products and services, has further increased the scope for profitable 

operations in these markets. 

On the other hand, internal and external economic conditions in the early 

1990s, forced a major reappraisal of Poland's export and import policies. 

The once-profitable export markets of the Soviet Union were a much less 

reliable source of income after the empire disintegrated and hard 

currency became the predominant medium of exchange among its former 

members. In this situation, increased trade with much more demanding 

Western partners became the primary goal of Polish trade policy. 

Changes that took place in the Polish economy during the last 13 years 

are highly appreciated by foreign observers and analytics. The most 

important factors that encouraged foreign investors to run business in 

Poland were successful economic transformation, stable economic policy 

and a high GDP growth. Poland's membership in the OECD, as well as a 

consequent accession to the European Union was also of great 

importance (Olesiński, 1998). 
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In this chapter, we will describe the Polish transition process, present 

factors influencing foreign investments in this country and name the most 

important of them. In particular, we will try to outline and explain the 

investment climate in Poland in the early years of transition period as it 

was during the time when Scania decided to take advantage of this 

opportunity and enter the Polish market. Throughout the chapter we will 

use the term 'investor' and by this expression we understand big, 

multinational companies (MNEs) deciding to enter the market.  

 

 

4.1. Transformation process within the Polish 

economy 
  

During more than forty years of socialist system, Polish economy 

suffered from all the typical deficiencies of central planning. It had 

deeply distorted structures, dangerous shortages in strategic resources, 

massive misallocation of funds and raw materials and most of all state-

owned enterprises lacked innovativeness and entrepreneurial spirit. The 

country also inherited a huge foreign debt and high inflation rate as the 

result of the command economy. Consequently, Poland faced the 

transition period in 1989 not only as a stagnant, but also as a destabilized 

economy on the edge of bankruptcy (Belka, 2001). 

 

The transformation process of the Polish economy started in August 

1989, after the first free governmental elections, and from that point 

Poland became a pioneer in this process. The systemic transformation 

opened the country to the world. For the national economy, this process 

was evident in a radical geographical restructuring of foreign trade. 
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Transition turned out to be a very unstable process, requiring not only 

many political and socio-economic institutional changes, but also a 

thorough modification of the society’s individual and collective 

mentality, its attitude towards the state and its understanding of the 

notion of citizenship (Gorzelak, 2001). 

 

From the very beginning, Polish transformation proceeded very rapidly 

because of the ambition to catch up fast with most advanced societies 

(Belka, 2001). 

Polish transformation processes can be divided into four stages. 

 

4.1.1. First stage (1990-1992) 
 

The first stage began in January 1990 and was characterized by the so-

called “shock therapy” or the Polish “big bang”. The challenge of the 

new economic policy at that time was to stabilize the economy, and start 

building the institutions of a market economy. The process included 

liberalization measures, which in fact created the foundation of a market 

economy, and routine stabilization policies aimed at balancing the 

economy. Most prices were immediately set free, rationing of goods and 

foreign exchange was eliminated, and the Polish currency “złoty” was 

made internally convertible. 

 

The first years (1990-1992) were extremely difficult as the reality turned 

out to be much more difficult than the rather optimistic official 

estimations. These years can be named as the “transformation recession”.  

The falling output and national income as well as very high rate of 

inflation, and unemployment were the first negative results of the process 

(Gorzelak, 2000). 
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However, the first stage also resulted in some very positive changes and 

Poland started to gain international confidence. Basic price distortions 

were eliminated, which permitted the market to send correct signals to 

companies and households. Interest rates, the foreign exchange rate and 

energy prices were set at realistic levels, which led to further adjustments 

to all other prices. Furthermore, convertibility of the Polish currency was 

introduced and maintained. In fact, this was the real opening of the Polish 

economy, which stimulated growth of newly established private 

companies. 

 

In late 1991 a program of bank privatization was announced and a bank-

restructuring scheme was designed. Nevertheless, the whole privatization 

process proceeded slowly and most large and medium-size companies 

were at that time still state-owned. Overall, the greatest achievement of 

the first phase of transition was the fact that the Polish economy became 

manageable and people started to react to the instruments of economic 

policy in a predictable manner (Belka, 2001). 

 

4.1.2. Second stage (1992-1994) 
 

The second stage of the Polish transformation was described as the 

“early revival” phase. Poland appeared to be the first country that had 

fallen into recession, but also the first to achieve positive growth. The 

early growth in the manufacturing industry was the first sign of this 

stage. In this phase, also a new tax system was developed. In 1992 

personal income tax and corporate income tax were introduced, as was 

VAT in 1993 (Belka, 2001). 
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4.1.3. Third stage (1995-1998) 
 

The third stage of the Polish transformation can be called “growth 

acceleration” since the GDP in these years expanded in the range of 6-

7% annually. At that time, Poland also entered a phase of intensive 

modernization, real investment outlays grew regularly from a relatively 

low level at rates exceeding 20% annually. After the final resolution of 

foreign debt rescheduling, FDI started flowing into the country. For the 

first time Poland regained a status as an attractive location for 

investment, and became regarded as one of the most promising emerging 

markets in the world and a leader of post-communist transformation. 

Growth was accompanied by falling inflation and unemployment. This 

bright picture was however destroyed a little by signs of a widening trade 

deficit. Real appreciation of the Polish currency coupled with a strong 

demand for imported investment goods inevitably resulted in a growing 

current account deficit (Belka, 2001). 

 

4.1.4. Fourth stage (1998-...) 
 

The fourth stage of the Polish transformation - “growth slowdown” - 

started in late 1998. At that time, the GDP growth slowed down a bit due 

to both the Russian crisis and subsequent loss of export markets in this 

area, and the macroeconomic policy aiming at cooling the economy 

(Nowakowski, 2000). 

 

From the very beginning of the transition Poland declared its strategic 

goal to become a member of the European Union. The main ambition of 

the country was to become a part of a stable, democratic and prosperous 
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world. There has been a large inflow of foreign investments into Poland. 

This has partly decreased the current account deficit. 

 

 

4.2. Investment climate during the first years of 

transition 
 

Tentative market-oriented reforms began already in 1981-1982, with 

measures aimed at reducing economic administration, increasing 

enterprise autonomy, and strengthening workers' self-management. The 

1989 Balcerowicz∗  plan launched much more comprehensive market-

oriented reforms. From then on, Poland appeared on the maps of Europe 

as a country with a young market economy. 

 

Several important factors such as sociocultural, economic or legal-

political forces influenced the way foreign investors perceived Poland. 

Their decisions concerning entrance to the Polish market depended 

heavily on these perceptions as Poland was for decades almost fully 

absent in international affairs. Nevertheless, apart from these factors 

some other reasons must not be forgotten such as the size of Poland and 

its society. It simply means that Poland has almost 40 million potential 

consumers and is the biggest market in Central and Eastern Europe 

(Nowakowski, 2000).  

 

We will now briefly present aspects that managers and foreign experts 

found extremely important when making a decision about investing and 

                                                 
∗  Leszek Balcerowicz - at that time Minister of Finance, now President of Polish 
National Bank 



 92

entering Polish market. Technological forces did not play any particular 

role in MNEs decision process, as Poland did not have any outstanding 

technological abilities. Therefore we decided to skip this aspect and focus 

only on those that had actual impact.  

 

4.2.1. Sociocultural forces 
 

As already discussed in the previous chapter, sociocultural norms and 

values have important effects on future investors' activities. For years, 

Poland was behind the "iron curtain" to the Western world and very little 

information about language, values, norms or beliefs were made widely 

known. It was a rather big obstacle for MNE's when thinking about 

Polish entrance - no cultural research was made, no comparisons with 

other nations, global mass media did not reach there, as well as Western 

products - Poland was an unknown country in the middle of Europe 

(Gierszewska, Romanowska, 1999).  

   

Another crucial issue was the reaction of Polish public opinion as well as 

local communities to foreign activities and investments. This problem 

raised many emotions that cannot be ignored. In the survey conducted in 

Poland in 1992, 75,4 % of respondents appreciated the idea of inflow of 

foreign capital and goods. Only 17% were against foreign activities. Most 

of the followers were aged between 25 and 34, and most opponents were 

in the age of over 50 years. 

 

In general, people with higher education were in favour of MNEs 

entrances - especially managers, entrepreneurs, students, scientists and 

academicians. The biggest opposition was raised among farmers, the 

unemployed, housewives and pensioners (Olesiński, 1998). 
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Furthermore, as already mentioned above, Poland has a population of 

almost 40 million people. According to 1991 official data, it was 38.3 

million. About 98 percent of the population was over the age of fifteen 

and literate. Experts forecast that beyond the year 2002 Poland would be 

contributing virtually all the natural growth in Europe's employed 

population. The shape of Poland's population pyramid was expected to 

remain rather constant; it was composed of a relatively small base of 

young people, with a wider component of citizens over age sixty and a 

majority born during the post-war upswing. In 1990 this group ranged in 

age from thirty-five to forty-four. In 1991 some 29.4 percent of the 

overall population was below working age, and 13 percent was past 

working age (http://lcweb2.loc.gov/cgi-bin/query/r?frd/cstdy:@field 

(DOCID+pl0007), 2002-12-10; data from October 1992). 

 

Such structure of the society was very favourable at that time as it meant 

almost 40 million consumers with unfulfilled demand as well as a huge 

number of potential workers. 

 

4.2.2. Economic forces 
 

The economic system in a host country influences the kind of 

relationships an MNC can establish. As it was in the case of Poland 

before the system changed, managers of MNEs based in free-market 

capitalistic countries had difficulties understanding the regulations 

responsible for trade with centrally planned socialistic countries. Prior to 

1990, the Polish foreign trade system included the following elements: a 

required license or concession to conduct any foreign transactions; 

allocation of quotas by planners for the import and export of most basic 

raw materials and intermediate goods; state allocation and control of 
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exchange and transfer of most foreign currencies; an arbitrary rate of 

currency exchange lacking all relation to real economic conditions; and 

artificial levelling of domestic and foreign prices by transfers within a 

special account of the state budget (Olesiński, 1998).  

 

In early 1990, Poland entered a painful process of massive transformation 

for which reintegration into the world economy was a primary objective. 

The first post-communist government dismantled the existing foreign 

trade mechanism and replaced it with a mechanism compatible with an 

open market economy. This change eliminated license and concession 

requirements for the conduct of foreign trade activities, eliminated quotas 

except in trade with the Soviet Union, introduced internal convertibility 

of the zloty and free exchange of foreign currencies, and accepted the 

rate of exchange as the main instrument of adjustment of exports and 

imports, supported by a liberal tariff system (http://lcweb2.loc.gov/cgi-

bin/query/r?frd/cstdy:@field(DOCID+pl0170), 2002-12-12, data from 

October 1992). 

Another factor that had a strong influence on investors' decisions was 

GDP growth. Polish GDP in 1990 reached -11,6 % growth compared to 

the previous year, but already from mid-1992 began to rise. In 1993 

Polish economy grew by some 3,0-4,0 percent and later even reached 7% 

(in 1995 and 1997), which gave this country the first place among best 

developing post-communist countries (Hooley, Loverigde, Wilson, 

1998). 

Inflation rate was one of the biggest problems when facing investment 

decision. In 1989 it reached 70,3 % compared with 5,2 % in the European 

Union. However, the government strived to reduce this number and 

gradually this indicator began to fall reaching only 7,6 % in 1999. The 
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exchange rate and position of 'złoty' on the international currency market 

were very fragile as well. Even though the Polish currency became 

internally convertible, foreign investors did not treat it as a credible form 

of capital (Nowakowski, 2000). 

4.2.3. Political-legal forces 

One of the decisive factors concerning risk evaluation and consequently 

an entrance to the Polish market was political stability, which at the 

beginning of the 1990s was considered to be very fragile. Not only what 

the government promised, declared or even granted was important, but 

the confidence that such state would last long enough (Olesiński, 1998).  

 

A very important aspect of foreign investors' decision making process is 

also the country's policy towards MNEs. In Poland such policy was 

aimed to encourage and help foreign companies enter the market. One of 

the examples are tax allowances. In return for investing, employing 

Polish workers or installing new machines and equipment companies 

received so called "tax vacations", sometimes even for several years. Due 

to liberalization of foreign duty policy at the beginning of the 1990s, 

avoiding duty barriers was a less important factor in deciding about 

investment (Nowakowski, 2000). 

 

Even though tax allowances were considered very encouraging from the 

Polish perspective, they were not much more attractive than incentives 

coming from other countries. Income tax for companies amounted to 35 

% and was lower than in Hungary (41 %), Czech Republic (39 %), or 

Slovak Republic (40 %), but still higher than in Estonia (26 %), Slovenia 

(25 %) or Lithuania (29 %) (Olesiński, 1998). 
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Furthermore, despite the adoption of very liberal investment legislation in 

the middle of 1991, the year did not bring the anticipated investment 

increases. In 1991 and 1992, major inhibiting factors were real and 

perceived political instability, conflicting and slow changes in economic 

policy, a faulty system for taxation of foreign enterprises, and a steep 

decline in the GNP (http://lcweb2.loc.gov/cgi-

bin/query/r?frd/cstdy:@field(DOCID+pl0174), 2002-12-12). 

 

 

4.3. MNEs' motives and investment barriers in 

Poland 
 

MNE's decision to enter any given market is a result of many 

considerations concerning various factors. Plenty of research was 

conducted when it comes to Western Europe, but very little was observed 

regarding Central and Eastern Europe. The reason is that such a field of 

knowledge is very young as transformation in these countries only began 

at the beginning of the 1990s. 

 

On the basis of existing data we will now make the reader more familiar 

with particular motives, hindrances and possibilities that MNEs faced in 

transition countries. We decided to put the emphasis on Poland as it can 

be regarded as a flagship country describing transformation processes. 

All the other countries followed a very similar path, therefore Poland 

should be a good example. Furthermore, we investigated our case 

company Scania on the Polish market. 
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4.3.1. Entry modes 
 

In January 1995, research on 250 British companies operating in Poland 

was conducted. The aim was to investigate the mode of entry into Polish 

market as well as the moment of entry. Various sources were used for the 

sample, including the East European Trade Council (EETC), The Polish 

Agency for Foreign Investment (PAIZ) and plenty of publications such as 

East European Markets, Business Central Europe, Business Eastern 

Europe, etc. (Ali, Mirza, 1997).  

 

Figure 7 shows the various years when initial market entry took place. 

Significantly, only 31 % of the sample companies had a presence or 

business dealings in Poland before the collapse of communism in late 

1989. It also clearly indicates that vast majority of the sample firms 

entered Polish market (57,1 %) during 1991-1992, some two years after 

the fall of the soviet system in the region. This shows that many UK 

firms were probably too cautious in entering the market, to their 

competitive disadvantage in terms of first-mover superiority (Hooley, 

Loveridge, Wilson, 1998). 
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Figure 8 shows the entry methods used by the firms when investing in 

Poland. 30,3 % of the companies used exporting as a first entry, while 

24,2 % used agency and wholly-owned subsidiaries (WOSs). It seems 

that they used agency type modes because of uncertainty and in order to 

reduce risk.  Since they also used wholly-owned subsidiaries in equal 

numbers, the most likely explanation is that firms that entered the market 

in the early years of transition used agency modes, while later entrants, 

driven by industry-specific and other competitive pressures, chose 

wholly-owned subsidiaries (Ali, Mirza, 1997). 

 

Figure 7 Year of entry to the Polish market (source: Hooley, Loveridge, Wilson, 
1998, p. 209) 
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With regard to joint ventures (JVs), the picture reveals that they were 

used quite often as a first step to get to the market. It would appear that 

firms perceiving risk and uncertainty in Poland were initially unwilling to 

commit large resources in the form of WOSs and instead chose the JV 

route while keeping equity control. Furthermore, franchising has not been 

used to any significant extent, as it is very much dependent on large-scale 

infrastructure projects, which were not planned at that point (Ali, Mirza, 

1997). 

 

4.3.2. Performance 
 

In the same survey discussed above, respondents were asked to assess the 

performance of their Polish affiliates in terms of sales volume and market 

share, both relative to their original objectives. The results are shown in 

figure 8. 

 

A bit more than 45 % of the Polish sample thought their sales volume 

was "as expected" and only a bit over 13,5 % regarded it as "better than 

Figure 8 Most popular entry modes used in Poland (source: own adaptation from
Hooley, Loveridge, Wilson, 1998, p. 211) 
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expected". However, 17 % stated that their outcome was "much better 

than expected". In contrast, only 6 % found their sales volume "much 

worse than expected" and 14 % thought it was "worse than expected" 

(Ali, Mirza, 1997). 

 

For market share, 20 % of Polish investments were thought to be 

performing "better than expected". Similar to the case for sales volume, 

the Polish businesses were broadly in line with expectations with regard 

to market share (40 %). Furthermore, firms had a "much better than 

expected" market share in 22,5 % number of cases. Unfortunately, a large 

number of companies also did "much worse than expected" (14 %) 

(Hooley et al., 1998). 
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Figure 9 Performance compared to original objectives - sales volume and market 
share (source: own adaptation from Hooley, Loveridge, Wilson, 1998, p. 213) 
 

Such outcomes mean that firms had realistic sales volume expectations 

for the Polish operations. More than 75 % had sales volume as expected 

or above. A total of 30,5 % of the firms were doing better or much better 
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than expected. Only 20 % thought their sales volume was worse or much 

worse then expected. When it comes to the market share, 83 % of the 

companies were doing either as expected or above, with almost 43 % 

having market share better or much better than expected (Ali, Mirza, 

1997). 

 

This shows that in general firms are successful in starting business in 

Poland. Broadly, the results show a positive picture, with performance 

measures being perceived as at least "as expected" or "better than 

expected", and with a significant number performing "better than 

expected". Bearing in mind that respondents were asked to judge these 

measures in comparison with their original objectives, this type of 

performance can be explained in one of two ways. Either firms were 

genuinely performing well, or perhaps their response indicates that they 

were initially too pessimistic and set low targets for their local operations 

(Ali, Mirza, 1997).  

 

4.3.3. Poland in the eyes of foreign investors - entry motives 
 

In previous subchapters we highlighted factors that influenced investment 

decisions concerning Poland as well as most frequently chosen entry 

modes and achieved performance. In this part we will describe reasons 

given by foreign managers when deciding about entering this transition 

market, as they sometimes emphasize incentives not obvious in initial 

considerations. 

 

According to foreign MNEs' executives, Poland is the logical choice in 

selecting a country in today's Europe to do business with. The evidence 

shows that it is undergoing a major transformation and the reasons to 
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invest there are as follows 

(www.polonianet.com/eng/embassy/profile.html, 2003-01-03): 

 

•  Fastest growing major economy in Europe 

•  Equal treatment for foreign and domestic investors 

•  Production and distribution corridor between EU and Eastern 

Europe 

•  Private sector accounts for more than 60 % of GDP 

•  Major export potential  

•  Growing foreign currency reserves 

•  Young, well-educated employees base 

 

Foreign investors could locate their money and enter many various 

markets such as Czech, Ukraine, Zimbabwe or China. Poland is in the 

similar risk class, has similar growth dynamic and profit expectancy. 

However, according to experts, this country has several specific features, 

that distinguish it from, at least, closest neighbours. These are 

(http://msf.ae.krakow.pl/download/msf.la00-01/emerg.doc, 2003-01-03):  

 

•  being on the list of  10 Big Emerging Markets (from Europe only 

Turkey and Poland are on the list of BEMs) 

•  central location on the continent on the boarder of East and West - 

for years it was a curse, but after collapse of the communist system 

it became an advantage   

•  strong, convertible currency 

•  25 000 firms with foreign capital located on the market suggest 

increasing stability 
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•  Poland is active in many different international organizations and 

actively aims to join European Union 

 

Slightly different reasons were named in the study conducted by 

Marketing Research Centre 'Indicator' in 1996. Results are shown on the 

graph below. 
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Figure 10 Investors' ranking list of crucial factors deciding about entering Polish 

market (source: own adaptation from Olesiński, 1998, p.41) 

 

Labour costs appeared to be the most luring factor, expected GDP growth 

was on the second place, size of the Polish market and labour supply 

were also of significant importance in attracting MNEs' capital and 

resources. On the other hand, favourable investment climate, profit 

transfer possibility and price level did not matter much for investors 

(Olesiński, 1998). 

 

In the same study, investors were asked to name entrance difficulties that 

they fear most. They pointed unprofitable changes in legislation and 
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taxation system, destabilisation of political affairs, increase in various 

kinds of payments or tolls (Olesiński, 1998).  

 

Finally, research made in the period from 1995 to 1997 by scientists from 

UK and Poland (among other participants) revealed opinions of foreign 

managers concerning the importance of different factors to investors 

when deciding about entering a transition market. They found the 

following aspects most significant when considering Poland (Hooley. 

Loveridge, Wilson, 1998):  

 

•  The opportunity to build a long-term position on the market (89% 

regarded it as relevant and motivating) 

•  Access to the local market (86%) 

•  To take advantage of low labour costs (76%) 

•  To take advantage of a skilled labour force (68%) 

•  Using the local market as a gateway to the region (57%) 

•  To take advantage of government grants or tax concessions (46%) 

•  The opportunity to make good short-term profits (33%) 

•  To take advantage of raw material sources (26%) 

 

 

4.4. Summary 
 

After the collapse of the soviet system, Poland has undergone intensive 

reforms. Transformation process began in 1990 and continued through 

different stages. It started with "shock therapy" (or so called "big bang", 

till 1992), and proceeded to "early revival" (till 1995), "growth 

acceleration" (till 1998) and "growth slowdown". 
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Undoubtedly, Poland is an emerging market for foreign investors - but 

only one from fifty others. They locate money when future predicted 

profit is higher and the risk lower then elsewhere. For MNEs it is a post-

communist country that successfully conducts market reforms. It is also 

Russia's neighbour with all threats and opportunities that this position 

brings, as well as future EU member. Poland for many years of transition 

period was a transformation leader and Commerce Department of United 

States put it on the list of ten Big Emerging Markets 

(http://msf.ae.krakow.pl/download/msf.la00-01/emerg.doc, 2003-01-03). 

Among 64 million inhabitants from Central Europe, 60 % live in Poland. 

It is twice as many as Czech and Hungarian nations combined. As history 

indicates, most of the world economic powers started on their own large 

markets that later enabled expansion into other world areas. 

 

Our considerations in this chapter confirm this finding as size of the 

Polish market and potential number of customers was one of the most 

motivating factors (Nowakowski, 2000). 

 

In the past, Poles cursed their geographical position between Western and 

Eastern world. Today, when the "cold war" is over it became a huge 

advantage. Poland can easily fulfil the role of open doors for products 

coming from the former Soviet Union as well as the role of frontier for 

Western companies' expansion to the eastern markets. The battle for 

Polish market has already begun 

(http://msf.ae.krakow.pl/download/msf.la00-01/emerg.doc, 2003-01-03).  

 
 
25 000 foreign companies operate on the Polish market. Factors 

attracting them to the market were a strong, convertible currency, 
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growing political and economic stability, huge profits potential, entity 

guarantee, government concessions and changes in legislation according 

to European standards. Furthermore, the majority of MNEs that started 

business activities in Poland is satisfied with the results and place 

country's attractiveness before Hungary and Czech. 

 

The fall of "people's democracies" gave Poland a chance to reach 

capitalistic world, which it has left over 55 years ago. The result depends 

on many variables, but this will not be an easy case (Olesiński, 1998).  
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5. Empirical findings 
 

This chapter aims to present our case company, Scania, and information 

we gained from interviews as it will be the basis for further analysis. 

First, we will briefly characterise Scania worldwide, company's history, 

goals, and strategy as well as business areas. 

  

Secondly, we will present information gained from interviews conducted 

both in Södertälje (Sweden) and in Warsaw (Poland). They will give the 

reader an insight of how Scania entered the Polish market and what the 

initial goals and motives were. 

 

The reader can find the questionnaire that we used in our inquiries with 

company's representatives in Appendix 1. 

 

 

5.1. Case company presentation - Scania 
 

5.1.1. History 
 

Scania was founded in 1891 in Sweden. 

Since then it   has built and delivered 

1,000,000 trucks and buses for heavy 

transport work. It is an international 

corporation with operations in more than 

100 countries, except for the US. It has 

production facilities in four European 

countries and at two locations in Latin 
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America. Assembly plants are found in 

about a dozen more countries including 

Mexico and Australia. Ninety-seven 

percent of its production is sold outside 

Sweden. The number of employees is 

26,900 

(http://www.scania.com/au/au03.htm, 

2003-01-06). 

 

Unlike its competitors, Scania has always concentrated its resources in 

the heavy transport segment and therefore, today Scania is one of the 

world's leading manufacturers of heavy trucks and buses 

(http://www.scania.com/au/au08.htm, 2003-01-06). 

 

Since the late 1940s, Scania has represented Volkswagen in Sweden. 

Together with Volkswagen AG, Scania owns the importing company 

Volkswagen Sverige, which also markets Audi, Porsche, Seat and Skoda. 

For years, it has been Scania's ambition to grow on its own power by 

means of good profitability. Even during periods of sagging markets for 

trucks, Scania has shown good earnings. The company began major 

expansion of its production activities and sales in the early 1950s. Since 

then, worldwide investments have transformed Scania from a Swedish 

manufacturer into a global market player. For more than six decades, 

Scania has reported a profit every year. In April 1996 the company was 

listed on the stock exchange in Stockholm and New York 

(http://www.scania.com/au/au08.htm, 2003-01-06). 
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5.1.2. Business areas 
 

� Trucks 

The core of Scania's operations is the development, production and 

marketing of trucks for heavy transport work. In this business area, 

Scania is number four in the world and number three in Europe. Scania's 

range of trucks is concentrated on those with a gross vehicle weight 

(GVW) of 16 tonnes or more. It includes vehicles suitable for virtually all 

types of transport work. Today Scania does a lot more for the customers 

than plain truck delivery. Financing, servicing and maintenance are also 

provided, as company finds it an increasingly important means of 

competition. Operations are based on a worldwide network of more than 

1,500 authorised Scania workshops in some 80 countries. A sophisticated 

parts distribution system is also developed 

(http://www.scania.com/au/au02.htm, 2003-01-06).   

 

� Buses & Coaches 

Scania is the world's fourth largest manufacturer of buses and coaches for 

more than 30 passengers. The product range includes buses and tourist 

coaches, as well as complete buses for public transport systems. About 

two thirds of sales consist of public transport vehicles 

(http://www.scania.com/au/au02.htm, 2003-01-06). 

 

� Industrial & Marine engines 

This business area is a specialised field in which Scania has a strong 

international position. It supplies Scania engines in customised versions 

for such applications as boats, electrical generators, earth-moving 

machines and harvesters (http://www.scania.com/au/au02.htm, 2003-01-

06).  
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5.1.3. Strategy & Mission 
 

Scania’s mission is to supply its customers with high-quality vehicles and 

services related to the transport of goods and passengers by road. By 

focusing on customer needs, high-quality products and services as well as 

respect for the individual, Scania shall create value-added for the 

customer and grow with sustained profitability. Scania thereby also 

generates shareholder value. 

 

"For generations, we at Scania have had the same determination - 

some call it stubbornness: We concentrate on what we are best at. 

Our ambition is to develop, build and sell heavy vehicles which are 

the best that money can buy, giving our customers the best overall 

operational economy." Leif Östling, President and CEO    

(http://www.scania.com/au/, 2003-01-05) 

 

Industrial operations specialise in developing and manufacturing 

vehicles, which shall lead the market in terms of performance, life-cycle 

cost, quality and environmental characteristics. 

  

Commercial operations, on the other hand, which include the sales and 

service organisation, shall supply customers with vehicles and after-sales 

support, thereby providing maximum operating time at minimum cost 

over the service life of their vehicles. Such policy should enable reaching 

the goal of becoming the third world manufacturer 

(http://www.scania.com/au/au01.htm, 2003-01-05). 
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5.2. Scania Poland 
 

In the following subchapter, we will focus on Scania's activities in Poland 

and present interview results, both from Polish and Swedish side. 

 

5.2.1. Business activities in Poland before 1989 
 

During the communist era, Poland was a country of state monopolies. All 

foreign trade activities were strictly controlled and regulated. Export and 

import quotas were established and no market activities took place 

without government knowledge.   

 

Scania conducted no actual business activities before 1989.One of the 

reasons was naturally the Polish political situation and authorities' 

reactions to Western expansion - strong anti-capitalistic propaganda was 

supposed to bind Poland tighter to the Soviet block. Furthermore, local 

state-owned producers had to be protected; therefore, there was 

practically no trade in trucks made outside Poland. 

 

Another reason was Scania's policy, which does not allow the customers 

to take care of the aftersales activities (such as maintenance, repairs, 

servicing, etc.) themselves. It is the company's responsibility to take care 

of the machines in order to keep them in a good shape for a long time. 

That would require establishing service points in Poland and, both the 

company and the authorities were not interested in doing so. As a result, 

in 1982 the big Polish transport company PKS made a deal with Volvo 

and bought their trucks, because the firm allowed Polish partner to 



 112

service the trucks without Volvo's interference. The doors for Scania 

remained closed. 

 

5.2.2. 1989-1992 period 
 

As stated above, there were no successful business stories before year 

1989. The market was dominated by two brands - Polish Jelcz and 

Swedish Volvo, cooperating with PKS. Each of them had about 40 % of 

the market share. 

 

However, already from the beginning of 1990 everything has changed - 

Poland opened up its almost 40 million strong market and loosened the 

restrictions. Scania sensed the opportunity and decided to enter this 

young transition market. 

 

"Our incentives to enter? First of all, population of nearly 40 

million people and their future need for vehicles for international 

purposes, integration with European society, opening the market, 

loosening the restrictions, etc. Naturally, change of the system 

triggered this process." (Area Sales Manager, in Poland 1993-

1996)  

 

Apart from the incentives there were also threats and risks regarding the 

Polish market. The biggest risks were political instability and uncertain 

future of the legal system. Nothing that was negotiated could be true in 

several months' perspective. Third uncertainty regarded national culture 

differences and mentality of the workers.  

 



 113

One of the first things Scania did in the post-soviet countries was 

promotion activities. It tried to sell its trucks directly from Sweden. They 

issued simple leaflets in Polish and visited trade exhibitions in e.g. 

Poznań, Warsaw, Gdańsk, and Kraków. "Moving exhibitions" presenting 

caravans with trucks were organised. Later, the company visited other 

countries such as Hungary, Czech Republic or Yugoslavia as well, but 

Poland was the first one. At the beginning there were no trials to 

approach local producers, no joint ventures, the company tried to sell the 

products by its own. 

 

"We did not try to enter at once with large investments because of 

political risk. We were very careful and pulled only few strings at a 

time. That is what we normally do in Scania - we grow with the 

market instead of investing heavily. In Scania business there are 

more happenings than real strategic moves. You have to go with 

the flow. Even though business and marketing plans are made, 

things are changing and not everything works according to the 

initial plan." (Area Sales Manager, in Poland 1993-1996) 

 

Thanks to these "moving exhibitions" Scania managed to attract a 

number of future clients. Company's executives quickly realised that 

people were interested in premium products. 

 

Therefore, the company started to look for an agent, as they were not 

interested in heavy investments at that point. Scania tried to find a local 

agent with Polish language knowledge, who would buy the trucks, sell 

them on the market and in exchange get the commission. They did not 

look for a giant company, but wanted to have a group of people with 

good business skills and experience of West-European mentality. 
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In 1990, Scania encountered a company from Gdańsk, called Eurowax, 

selling candles to the Swedish market. Firm's representatives approached 

Scania Sweden and wanted to buy a truck for their business. In 1991, 

they became Scania's agent. At the beginning, all sales took place 

through Polish Export Department and the trucks were bought in Swedish 

crowns. 

 

After some time, Scania realised, that they should be present in other 

parts of the country as well, not only in the Gdańsk area. Gradual 

establishment in other cities had started. Eurowax had a group of friends 

and relatives helping in agency activities but at some point, they ran out 

of people and new agents were needed.  

 

In 1991, the Polish government declared a change of policies regarding 

imports of completely manufactured trucks. 35 % import tax on ready-

made products was introduced in order to protect home market (e.g. Jelcz 

brand). Because of the import duties, Scania decided to go one step 

further and in 1992 created a joint venture with the company Kapena 

from Słupsk. This takes us to the next period of Scania's 

internationalisation process. 

  

5.2.3. 1992-1995 period 
 

Because of the import duties, Scania decided in 1992 to start cooperation 

with the former state-owned company Kapena, producing and repairing 

small buses. They formed the joint venture Scania-Kapena, 65 percent 

owned by Scania and 35 percent by Kapena. Scania chose to enter the 

Polish market by a joint venture to get some inside help to start up 
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production. Kapena started to assemble trucks from parts sent from 

Sweden. In such a case, the tax for importing components was 0 %. 

 

"There was a need to have a local factory. We did not find it as an 

opportunity but rather a necessity - legal aspects forced us to 

establish an assembly plant. And why Kapena Słupsk? It was close 

to the Gdańsk district, such suggestion came from the authorities. 

Company already had some experience in automobile industry as 

they were rebuilding buses at the beginning. They started to 

assemble and were proud to do this and keen on doing their job." 

(Area Sales Manager, in Poland 1993-1996) 

 

Scania-Kapena is situated in Słupsk, located 150 kilometres west of 

Gdańsk, close to the north coast, in the region of Pomerania. Advantages 

with this location are the lower labour costs, the high unemployment and 

the transport costs. Most materials were coming from Sweden by ferry 

through Ystad-Świnoujście or Mariestad- Gdańsk, Gdynia. The general 

costs of the area were also advantageous. The only real disadvantages 

with the location are quality of the roads and the great distance from the 

airport. 

 
Scania-Kapena started their production in 1993, producing for the Polish 

market. Both the assembly costs and the transport costs made Poland the 

place to be. However, the company did not get any help from the 

government to establish in Poland, since Kapena was not located in any 

special economic zone. Furthermore, authorities were afraid that Jelcz 

would collapse and were lobbying quite heavily against foreign 

producers. 
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There was no real local competition for Scania-Kapena within the Polish 

market. The company had to compete with Scania’s own factories around 

the world. There were also many international competitors on the Polish 

market like MAN, Neoplan, Jelcz, Autosan, or Volvo. 

 

Products that were merchandised on the Polish market were exactly the 

same as all around the world. "We sold exactly the same trucks, did not 

differentiate them. People wanted to show that they can afford such 

vehicle and didn't want to have lower quality trucks." (Network 

Development Manager, in Poland 1995-2001) 

 

However, for decades Poland was regarded as a country producing low 

quality goods and therefore some image problems occurred. "Some 

Eastern European countries didn't want to accept trucks assembled in 

Poland [e.g. Belarus, Russia, and Ukraine]. Thy hated the image. Even 

some Polish customers did not like trucks from Słupsk, even though the 

quality was excellent. On the other hand, export to Western countries 

begun as well and they rather didn't complain about the quality." 

(Network Development Manager, in Poland 1995-2001) 

 

5.2.4. 1995-1998 period 
 

In 1995, Scania realised that the market was going to grow and that a 

good network of service points and workshops was required. Customers 

demanded aftersales services and Eurowax as an importer could not 

provide them. The company started to lose market share due to lack of a 

professional sales and service network. 
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According to Mr D. Hamberg (Area Sales Manager, in Poland 

1993-1996) "maintenance and after sales services were not 

developed. It was not close to service points. More spots in Poland 

were required. Therefore, financial study was made to estimate 

future situation. Furthermore, we had to find out how many 

second-hand vehicles are there in different voivodships. Scania 

was happy when old trucks were rolling because it meant that 

people gain experience and in future will buy a new Scania"  

 

Scania made a deep survey concerning investment opportunities. 

Estimations confirmed that market growth in Poland should be 10-15 %, 

the size of the population indicated that annually 16000 vehicles should 

be bought and Scania wanted to have a share of 16-18 % of that market. 

The company realised that it could sell more than Eurowax did and that 

heavy investments are inevitable. Eurowax did not have sufficient 

resources to provide further growth and therefore they were partners with 

Scania only to the end of 1995.  

 

Scania decided to build a similar structure as in Western Europe. "Market 

wasn't that risky anymore. We decided to invest some more and open new 

facilities. We wanted to have a business on our own, with our own 

distributors." (Network Development Manager, in Poland 1995-2001) 

 

In April 1995, Scania Poland was introduced. Three main strategic goals 

were introduced: 

 

1. to establish a network of dealers and workshops along big roads 

and near industrial areas 

2. organise spare parts logistics on the level as in Western Europe 
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3. train Polish executives to run the Scania business 

 

The process went even faster than expected. It was quite easy to find 

skilled and educated people. Language level was sometimes inadequate 

and personal clashes occurred, but these were considered to be minor 

problems. After thorough investigations, it became clear that a network 

of 10 dealers would be sufficient. Eurowax was operating in Gdańsk, 

Warsaw, Poznań and in Szczecin. It was decided that existing outlets 

would stay, but six more had to be established.  

 

"Company decided to have few dealers, but good ones instead of 

plenty poor ones. Strategy was successful. We divided Poland into 

districts - each district about 4 million inhabitants. We managed to 

develop a network in a good way. If it were 20 dealers the quality 

would be harmed. Furthermore, dealers had to invest their own 

money. When market collapses a company has to be cheap to 

manage. Anyway, workshops had a strong survival capacity and 

dealers were great in finding customers". (Network Development 

Manager, in Poland 1995-2001) 

 

Systematically, the company started to develop in the Polish market with 

dealer network and completed this process having 15 workshops. Dealers 

did not sell trucks, but provided spare parts and repairs. It took 2,5 years 

more to develop 25 service points. Eventually, Scania gained 20 % 

market share. 

 

Except from building a network, Scania had to invest in a storage space. 

They located their warehouses in Kutno, 120 kilometres from Warsaw 

and from then on, every single part was stocked there. To support 



 119

operations, a strong logistic system had to be developed and a policy of 

backup for workshops. The internal hotline started to work twenty four 

hours a day and every dealer could call and order the parts. Such a 

system was the best in Poland at that time. 

Years 1995, 1996 and 1997 were very successful for Scania, compared to 

previous periods, as there was a tremendous increase in sales and no 

customers were disappointed. Company's sales are presented in figure 10. 

There was a sharp increase in sales in 1995 as it converged with the 

beginning of the so-called "growth acceleration" period in Poland. It 

amounted to 225,5 % growth compared to year 1994. Another boom took 

place in 1997 when sales reached a peak of 744 trucks and a rise 

(compared to the previous year) of 129 %. 
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Figure 11 Sales volume (in number of trucks) in Poland in years 1992-1997 (source: 

company materials) 
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5.2.5. 1998-... period 
 

Through all these years Scania and Volvo competed head to head but in 

2001 Volvo decided to leave Poland due to recession on the market, bad 

prices and very strong decline in sales. On the other hand, Scania's 

executives did not even consider such a solution. 

 

"Poland is very strategic. There is no question of leaving the 

market. It was the best introduction that Scania ever have made on 

any market. It was very impressive." 

 

Scania has a general policy that it should be a well-known producer but 

should not take the majority of the sales. The company should preferably 

not be too big, since smaller companies often have better control of their 

overhead costs. Now sales amount to about 400 trucks a year and few 

coaches. The size of the Polish market for trucks varies between 3000 to 

5000 vehicles and according to interviewees it is a small number. 

  

Recently, the company made a greenfield project and invested in new 

dealer premises in Nadarzyn (near Warsaw) and one near Wrocław. Old 

premises in Szczecin were also rebuilt and renovated. The next 

investment will probably be premises in Gdańsk. Scania's centre in 

Nadarzyn is the hub of company's growing operations in Poland. With 

the completion of this facility, Scania has invested about 125 million 

kronor in Poland since the start of the '90's. 

 

In summer 2002, Kapena stopped assembling trucks. The production 

capacity that was freed was needed to meet a growing demand for city 

and intercity buses. Truck assembly personnel at the plant was offered 
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employment in the bus-building operation. Buses require more workforce 

and building a complete coach takes a lot of time. Scania-Kapena 

produces 2-3 coaches a month. 

 

"Assembling trucks was no business any longer. Custom fee was 

rather high. It became more expensive to build a truck in Poland 

than it was profitable. Resignation was forced by cost pressures as 

it is cheaper to take trucks from Holland and transport them to 

Poland." 

 

Scania does not intend to do any significant changes or investments on 

the Polish market in the nearest future. The structure of Polish network is 

still intact as the parts of the chain are not that dependent on Scania 

Sweden anymore. Geographical structure of the company as it looks 

today is presented in the figure 12 below. 
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Figure 12 Scania's geographical network in Poland (source: company materials) 

 

Goals concerning the Polish market in coming years include: 

 

•  Scania shall maintain its position being one of three leading 

brands and companies providing best transport solutions to 

customer needs and expectations. 

 

•  Long-term goals are aiming to become the second biggest 

supplier (about 18% market share) providing this can be 

combined with a sound level of profitability. 

 

        Service and sales             Planned service stations           Central spare parts store           

       Production & assembly 
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6. Analysis 
 

This chapter is designed in order to confront our choice of theoretical 

framework together with empirical results. As answers to several sub 

problems have already been given, we will not come back to conclusions 

that are clearly visible in the earlier parts of this paper (this will take 

place in conclusions). 

 

 

6.1. Scania’s reasons to enter the Polish market 
 

As stated in several mentioned theories as well as surveys among 

investors, market size is one of the dominant factors for choosing the 

particular market as a target for investment. This statement is fully 

confirmed in our case example as Scania made some market analyses 

before entry. The logic of these analyses lied in comparisons with the 

German market with 80 million people and 30 000 Scania trucks sold 

annually. It was concluded that Poland with 40 million inhabitants and its 

rate of development will in the future constitute a market for 12 000 – 

16 000 truck annually. Compared to other markets where this Swedish 

truck manufacturer is active like Portugal, Netherlands or Ireland, they 

have been very promising figures. Market size as an entry factor is the 

third most important factor to enter the Polish market and has been 

indicated as such by 47,3 percent of inquired investors. 

 

Another important factor that substantially contributed to entering the 

Polish market was market strategic location. Poland is located in the 

Central Europe bridging Western and Eastern Europe. It is not hard to tell 
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that such a fact is extremely important for the transportation of goods. 

Almost 100% of transit goes via Poland. Scania as one of the major truck 

producers could not afford losing such an opportunity. Even ignoring the 

Polish market size and other facts contributing to increased sales chances 

in the future, Scania had to broaden its offer for truck service stations on 

the way to Eastern markets. To a substantial degree this offer was made 

for Western (especially German) truck and logistics companies. Although 

this factor has not been considered by the theories we reviewed (at least 

not by the name we used), its description shows that it can be also called 

minimisation of competitive risk. Increase in global competition has its 

influence on the fact that truck company invested in service stations not 

only in the country of truck purchase, but also in the country where the 

truck rolls.  

       

Managers from Scania, who have been interviewed, often mentioned the 

fact that once they observed the initial changes in the Polish political and 

economic system in 1989 and at the beginning of 1990s, they were quite 

positive about where things were going. It did not require a fortune teller 

to say that sooner or later Poland would achieve the level of well 

developed European economies and would enter the structures of 

European Union. At some point this knowledge made the decision clear. 

Polish economy was growing at a fast pace and it created chances to 

expand truck sales. Although chances for sales expansion have not been 

the major driving force behind entering the Polish market (as in case of 

most companies), it cannot be ignored when it goes with commercial and 

private company. What is worth mentioning here is the fact, that 52,6 

percent of investors perceived expected GDP growth as deciding about 

entering Polish market. 
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Scania’s three major reasons for investing in Poland were: 

• Market size 

• Market strategic (geographical) location 

• Chances for sales expansion. 

 

All these reasons are well routed in internationalisation theories. 

Labour cost – the most crucial factor for investors in Poland – has not 

been mentioned during interviews and seems less important. 

 

  

6.2. Conscious approach – the concept of psychic 

distance 
 

Sweden and Poland are well established partners in international 

exchange. Very soon they will be partners in the common organisation – 

European Union. However, current relations are a result of 14 years' 

experience gained between two partners representing two different 

cultures, languages and history. In theory, it is called experiential 

knowledge, which can only be acquired through personal experience 

from current business activities in the market. The question here arises 

why Scania had to learn so much about the Polish market conditions 

while it is just across the Baltic sea. It turns out that geographical 

distance is something significantly different than psychic one (see: USA 

vs. Cuba). After almost five decades of being 'behind the iron curtain' 

Poland represented a totally unknown territory for well established 

European truck manufacturer, Scania. The transition process in Poland 

just began in Poland and other Central-Eastern European countries when 

a number of companies from the Western world decided to penetrate 
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these future markets for their products. The main macroeconomic 

indicators as well as political situation in Poland were far from being able 

to offer stability and certainty. In such a situation Scania decided first to 

learn how to deal in these conditions, and then to make commitment 

decisions. It all started with convoys of Scania trucks going through 

Poland and making stops in big cities. Their aim was to learn but also to 

teach. Before 1989 Polish customers did not have the opportunity to 

purchase trucks other than Polish (Jelcz or Star), Czech (Tatra, Liaz) or 

Russian (Kamaz)*, so there was a need to present what Scania can offer.  

 

During the interviews one of the managers mentioned the fact that it was 

not even possible to read any materials about what to expect in Poland 

because there was a complete lack of any sources and comparative 

studies about Polish culture.  

 

What is more, the frequency of cabinet changes and instability of law 

was unbelievable as for Swedish representatives of Scania. When the 

joint venture with Kapena in Słupsk has been successfully arranged, there 

was no confidence about the number of trucks which had to be made in 

order to gain the right of being released from import tariff payment. 

Different representatives from Polish government interpreted the same 

law procedures in a different manner. The problem was that new law has 

never before been confronted with the reality of market economy and had 

to be adjusted on the basis of failures and mistakes. For Scania, 

allowance to produce 200 or 1500 (according to two different 

interpretations what the truck is) annually free from tariff meant big 

                                                 
* There were of course exceptions like presence of Volvo – one of the main 
competitors for Scania in the truck market –  but this aspect will be in more detail 
discussed later when we consider the influence of Scania’s specific strategy on stage 
models applicability in real life. 



 127

losses or big gains. Similar uncertainty accompanied the first years of 

activities in Poland also in another areas. 

 

The psychic distance has been decreasing as the company gained more 

knowledge about Polish culture and Polish market. On the other hand, its 

decrease to a very low level in the second part of the 1990s was thanks to 

successful reforms in Poland and the achieved market stability. The level 

of capital commitment was in negative correlation with the psychic 

distance. The more Scania learned and invested in this process, the more 

it was willing to invest in the future as the risk level decreased. This fact 

has extremely important implications on the entry (internationalisation) 

process. This, however, is reflected in establishment chain theory 

(Uppsala Model) application which will be analysed later. 

 

There was a great psychic distance between Scania and the Polish 

market when the truck producer approached a new market for the first 

time. This distance has been decreasing as the knowledge was gained 

and the Polish economy achieved stability. Psychic distance was 

negatively correlated with the level of capital commitment. When 

Scania was sure of risk reduction, it moved to more demanding steps of 

internationalisation process – as a young pilot who is never allowed to 

practice on highly sophisticated and expensive jets at the beginning of 

his career.     
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6.3. Internationalisation stage models applicability 
 

As the main objective of this thesis is to examine whether 

internationalisation theories really reflect the process of entering the 

markets in transition, we decided to analyse what is the level of stage 

models application in real life. In our case the concern is how Scania 

entered the Polish market at the beginning of 1990s. 

 

6.3.1. Small versus large internationalisation steps 
 

According to the previous part explaining psychic distance concept, the 

Uppsala model gives three exceptions for which additional market 

commitment could not be made in small steps. It has to be underlined that 

two of them have not been supported by our case study example and one 

of them is discussable. The conclusion – according to that theory – 

should then be that Scania made small steps in commitment to the Polish 

market. The argumentation is as follows: 

 

1. Generally Scania is a large company but the high rate of 

political, cultural and economical risk on the Polish market made 

the consequences of commitments rather big and relevant. Scania’s 

strategy and way of doing business in other countries were far from 

being aggressive and offensive. Scania is a typical market follower 

so its size and wealth had nothing to do with making larger 

internationalisation steps in Poland.            

 

2. In the first half of the 1990s Polish market conditions were far 

from being stable and homogenous and this is why relevant market 
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knowledge could not be gained differently than through 

experience. 

 

3. Scania did have experience from other markets in transition but 

conditions in Central-Eastern European countries were extremely 

specific just after the collapse of command economy. This is why 

the knowledge gained in such countries like Brazil or Mexico 

could not be generalised to the Polish market. Poland was the first 

country in the released part of Europe where Scania made 

investments, so the practices and experience gained here were later 

utilised in Russia and Ukraine. 

 

6.3.2. Establishment chain completion 
 

Establishment chain theory is based on empirical observations of four 

Swedish companies. Gradual internationalisation is a dominant concept 

here rather than spectacular foreign investments. The way Scania entered 

the Polish market and made further investments in Poland seems to be the 

perfect reflection of this theory. According to what managers from 

Scania said about the initial period of activities in Poland, the level of 

risk associated with these activities (political, economic, etc.) was 

definitely too high. It was clear for them that making heavy, aggressive 

investments straight from the beginning does not come into question.  

 

This is the reason why Scania started with some basic advertising and 

marketing activities (truck convoys, leaflets and so on) selling trucks 

thanks to export. The sales and export volumes had not been significant 

at that time. The matter was rather to increase Polish customers’ 

consciousness. Later, the Polish company Eurowax offered the 
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opportunity. They were perfect partners for Scania when it goes with 

selling via an agent. But after a few years, the time has come for 

establishing own sales subsidiary called Scania Polska. Even earlier, the 

joint venture had been established with Kapena in order to overcome 

35% import tax. This majority joint venture (65% of shares) was the first 

sign that the times are getting better for capital engagement in Poland. It 

first concerned production but then was also shifted to service. The last 

and most recent direct investments have been made in development of 

sales and service network (1996-2001). Scania divided Poland into 10 

districts with similar sales potential and number of inhabitants. In areas 

where Scania faced problems with finding adequate business partners 

they decided to invest money on their own. This is why Scania wholly 

owns 4 out of 10 dealers. The decision about investment in central spare 

parts stock located in Kutno came naturally. The target was to become 

market leader as far as the service speed and spare parts availability are 

concerned. 
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Figure 13 Scania's establishment chain in Poland 

 

Scania is a clear example of how the internationalisation process can be 

carried on gradually, step by step increasing capital engagement in order 

to minimise investment risk. Scania has completed all steps provided by 

the establishment chain model during its 13 years adventure with the 

Polish market. This fact shows that the company made very conscious 

approach. The initial period of being active in Poland meant shifting risk 

to other parties. Then the main investor – Scania, could accept the risk.            

 



 131

6.3.3. Shortcomings of stage models 
 

Except describing the following stages in internationalisation process and 

providing three exceptions from this rule, stage models do not explain 

many other factors which cause gradual internationalisation, and which 

we found relevant in our case study example. The dynamics of progress 

from one stage to the next is not explained at all. We wanted to know 

why Scania has been resigning from some forms of internationalisation in 

favour of others but the answer had to be searched elsewhere (other 

theories). The model in its form denies entering new market directly with 

more advanced modes (like FDI) through acquisitions for example. The 

uni-directional flow seems oversimplified today, but it found backup in 

our example.  

 

Moreover, stage models do not take strategic issues into consideration. 

These issues have been significant for the fact that Scania’s engagement 

was gradual.  

 

6.3.4. Strategy influence 
 

One of the major competitors of Scania – Volvo – exported its trucks to 

Poland for the first time at the beginning of the 1980s. They equipped 

major state-owned transportation company (PKS) with Volvo trucks. The 

requirement, which made these imports possible, was allowing PKS to 

make service maintenance on its own. Polish mechanics from another 

company than Volvo have been trained and were allowed to repair these 

trucks. Scania managers, when asked about choosing such a mode of 

entry, stated that it is not the way Scania would do business. Scania sells 

not only trucks but everything that is related to it. Constant search for 
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improved quality of products together with high quality aftersales service 

made it impossible for Scania to enter the market in a way Volvo did.  

 

Similarly, strategic issues explain to some extent why Scania did not 

make more risky steps to enter Poland. Volvo very quickly built the 

factory in Wroclaw. Other competitors like Man or Mercedes took over 

some factories, which belonged to local producers. Again, Scania’s 

strategy is to develop facilities in a new country in a Scania way from the 

beginning. It is sometimes more time consuming and costly but 

guarantees more control over quality and image.   

 

When developing a sales and service network in Poland, Scania has been 

extremely cautious about selecting appropriate partners for cooperation. 

The main recruitment variables were: 

 

•  middle-size companies, which would be neither too strong nor too 

weak 

•  appropriate technical and heavy machinery experience 

  

These variables made the process of searching for business partner not 

quick or easy. It required some amount of time and eventually led to 

establishing Scania Polska wholly owned dealerships and service points 

in areas, where recruitment variables seemed impossible to be fulfilled. 

 

There are two more reasons for conscious and gradual approach to enter 

the Polish market – Scania’s premium prices and the universal 

assumption to be the second best in any given country. Scania is not the 

type of aggressive market leader who goes for volume and makes noise 

around its activities and investments. It is rather harmony reflecting long-
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term approach towards the market, which stands in contrast with quick 

gains and portfolio investments. 

 

Establishment chain proposed by stage theories is almost an exact 

explanation of what Scania did entering the Polish market. However, 

this theory does not explain the reasons to move from one stage to 

another and this is why more adequate theories have to be used to 

understand the internationalisation process. The perfect compliance 

between theory and practice in our example is due to Scania’s specific 

strategic approach.   

 

 

6.4. The moment of switch to FDI 
 

As we noted earlier, stage models do not explain the reasons when and 

why the company shifts from one stage or mode to another. The most 

interesting decision is the one when a company faces engaging in a 

foreign direct investment.   

 

According to the model presented by Buckley and Casson (1985) there 

are three key variables that cause the switch of internationalisation 

modes: 

 

(1) mode-related costs, 

(2) demand conditions in the host market, 

(3) target market growth. 
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All of these aspects were of course present when Scania faced the 

decision about engaging in the joint venture with Kapena. Demand 

conditions in Poland could be described by purchasing power of Polish 

buyers which at that time had not been satisfactory. Scania is far from 

being a cheap brand but they decided to invest in a production (or rather 

assembly) facility in Poland as they believed that a country with almost 

40 million people has the potential of becoming a great market in the 

near future.  

 

The moment of switch to FDI was caused by two major reasons in 

Scania’s example: 

 

•  to get a foothold in Central-Eastern Europe and overcome 35% 

import tariff 

•  to gain advantage of cheaper and highly skilled labour force 

 

The first reason sounds quite opposite to what Buckley and Casson said 

about tariffs and FDI (see: 3.4.4.). Later, the process of gradual decrease 

in the import tariff level caused the situation where truck assembly was 

not profitable anymore. Nowadays the joint venture with Polish Kapena 

is all about coach building. Coaches are much more labour intensive in 

production which makes the Polish location perfect for savings in that 

area.  

 

 

The main reasons to make FDIs in Poland have been market size and 

growth, the need to overcome import barriers and lower labour costs. 

Different theories are inconclusive about the correlation between 
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existence of import barriers and the motivations for FDI, but still they 

try to specify the moment of switch to FDI which is the main 

disadvantage of stage models. 
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7. Conclusions & Recommendations 
 

7.1. Conclusions 
 

Internationalisation theories presented in our paper were of great help for 

us to understand how and why Scania entered the Polish market. These 

theories present available modes of entry into the foreign markets and 

some of them take growing markets into consideration. Until the present 

day, very little research was made on Polish economy and ways to do 

business there. Therefore, we hope that this thesis will make the reader 

more familiar with Polish perspective and specifics.  

 

The Uppsala Model has been developed in order to explain 

internationalisation processes that have been taking place in companies 

that entered Western European markets. Both the domestic market and 

entrance markets (described in the model) were well developed and 

prospered in deeply rooted capitalist system. Our interest was to 

investigate whether Uppsala model with all its strengths and weaknesses 

could be applied to transition country such as Poland. By transition 

country we understand a country undergoing political and economic 

changes due to the collapse of centrally planned, command economy. It 

appeared that the Uppsala model was almost fully reflected through our 

case study - Scania's entrance to the Polish market. Naturally, it does not 

mean that we can generalise these results and assume the same path in 

other transition markets or even other companies' activities in Poland. 

 

Furthermore, it has to be admitted that the model alone has not been 

explanatory enough to fully reflect the investment decision in a transition 
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market. Stage models do not explain the reasons and conditions leading 

to switch from one stage to another. They are oversimplistic about the 

establishment chain and do not cover the possibilities of leaving out 

some stages, entering through e.g. acquisitions. What is more, they are 

often blamed because of the fact that psychic distance is diminishing 

nowadays thanks to information technology, globalisation processes and 

unification of many cultural aspects. However, in new markets in 

transitions – especially those which are being transformed from 

command to market economy – such argumentation is less supported. 

Poland was not a well known country to the Western world and the 

concept of psychic distance appeared relevant. Such conditions supported 

the notion of gradual involvement in order to minimise all kinds of risks. 

 

Stage models reflection in real life is to a great extent – according to our 

empirical findings – dependent on specific strategies. Scania’s strategy 

caused almost complete fulfilment of these models. But the Uppsala 

model itself does not cover strategic issues.  It is the main weakness of 

this internationalisation theory as there is a group of companies whose 

core strategic advantage lies in aggressive investments like acquisitions. 

These are mostly big international enterprises that are able to differentiate 

risks between markets. Another issue is that a number of global 

companies approach various markets differently – depending on their 

strategic importance. Scania seems to be the exception rather than the 

rule. Its great attachment to specific strategy of gradual and harmonious 

development shows itself not only in Poland but also in other European 

countries. Scania used to choose small or medium companies as partners 

for collaboration in order to be able to pursue its politics independently. 

There was no question of acquiring any local truck producers and 

sustaining local brands under Scania’s ownership. Everything had to be 



 138

developed by Scania alone. As this kind of process is rather expensive, it 

has to be developed consciously and gradually. All other features 

possessed by Scania as Swedish company made the Uppsala model 

relevant when entering Polish market.    

Findings provided by theories on Foreign Direct Investment, which point 

out market size and market growth as key variables having significant 

influence on increased capital engagement decision, are covered in 

practice. However, there is a lot of confusion in these theories on whether 

FDIs are made because of existence of trade barriers or just the opposite 

– because these barriers disappear. In Scania’s case the first reason had 

been supported. The opportunity to avoid 35% import tax on ready made 

products was the direct reason for investments in Poland. But not only 

quantitative reasons led to FDI decision. Scania’s partners lacked ability 

or resources to develop. In such situation the company had to make 

decisions about running some areas on its own. Such qualitative aspects 

are not covered by FDI models presented in this thesis.    

 

Poland as a transition market attracted Scania for many different reasons 

such as market size, geographical location and future growth 

perspectives. Company's activities confirmed the assumption that 

Internationalisation Stage Model can be applied to transition country and 

can explain MNE's initial steps in the unknown environment.   

 

 

7.2. Recommendations for further research 
 

During our thesis writing process we came across several areas and new 

problem angles that would be interesting to investigate further. Our study 

was conducted on the basis of one Swedish company that entered 
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transition market in Poland. It would be interesting to make the same 

research for a larger number of companies coming from other countries 

or from the entire EU.  

 

Furthermore, there is still lack of research concerning Poland and other 

transition economies in general. Theories and management practice often 

do not apply to such markets as they are usually based on experience 

from Western countries. It would be also advisable to conduct further 

investigations about Polish culture in order to reduce psychic distance. 

 

Finally, it would be of great interest to do a similar study in another 

country from Central Eastern Europe and to compare it with Poland. It 

would be valuable to see if the transition process affects foreign 

companies' internationalisation in other countries in a similar way. 
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Appendix 1 Interview questions for Scania 
 

1. The size of the company, number of employees 

2. Worldwide locations, production locations 

3. Main products in Poland 

4. Basic info about industry 

5. In what way did you enter the polish market? Would you describe the 

process as stepwise (e.g. to minimize the risk)? 

6. When did you establish in Poland? 

7. Why this entry mode? 

8. Was this entry similar to other countries or specific/one of the kind? 

9. Did you enter any other transition countries at the same time as 

Poland? 

10. Do you plan any other investments in Poland? 

11. What were the incentives and motives for entering Polish market? 

12. What was the main reason for your market entry? 

13. Why Poland? 

14. What opportunities did you see in the Polish market before entry? 

15. Was the situation after entering as expected? 

16. Did you receive any help/support from the Polish government or any 

local authorities? 

17. For which markets do you produce in Poland? Poland? Sweden? EU? 

18. What are the advantages of being located where you are? 

19. Were you active in Poland before the change of the system? In what 

way (e.g. export)? 

20. Do you differentiate your products around the world (sell obsolete 

models in developing or underdeveloped countries)? 

 21. What were the reasons for incremental entry - cultural differences? 

Risk minimization? Legal/ political aspects? 
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Appendix 2 Thesis writing as a project 
 

 

 

 

 
 
 
 
 
 
 
 

 

 

 
 
 
STAGE 1 

•  Defined research question and objectives (first approach – before fine tuning) 
•  Initial secondary data gathering (books including internationalization issues, some general 

essays on Scania, materials about investments in Poland) 
•  Initial choice of research methods 
•  Sending first e-mails and making first phone calls to arrange first meetings with Scania 

employees 
 
 
STAGE 2 

•  Redefining research question and problem 
•  Looking for specific theories 
•  First meetings with interviewees (number of interviewees well defined) 
•  First two chapters well-established 
•  Finishing presentation of Frame of Reference 

 
 
STAGE 3 

•  Fine-tuning according to Seminar conclusions 
•  Frame of reference re-designed and finished 
•  All interviews carried out; material summed up 
•  Working on empirical part 

 
 
STAGE 4 

•  Empirical part finished 
•  Meeting Frame of Reference with empirical results in Analysis 
•  Summing up the whole research project; Conclusions 
•  General feedback to purpose, problem and research question 
•  Fine tuning of paper’s technical aspects (layout, references, appendixes, cover). 
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