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Abstract

Multinational companies (MNCs) based in 26 post-communist transition economies 
(PTEs) emerged during the 1990s. Their outward foreign direct investment (OFDI) 
boomed dramatically from 2000 to 2007 in these countries, and then muddled through 

-
ence is revealed in a sample of 15 PTEs for which data are available from 2000 to 2015. 
Most of these economies appear to be on the brink of moving from the second to the third 
stage of Dunning’s investment development path. The geographical distribution of their 
OFDI favors host countries located in other PTEs, developed market economies, and tax 
havens while their industrial structure is more concentrated on services rather than on 
manufacturing and the primary sector. PTE-based MNCs primarily adopt a strategy of 
market-seeking OFDI. 

Econometric testing shows that push factors are major determinants of OFDI. The re-
sults demonstrate that OFDI is determined by the home country’s level of economic 
development, the size of its home market, and its rate of growth as well as technologi-
cal variables: OFDI decreases with an increase in the number of scientists in the home 
economy and with an increase in the share of high-tech products in overall exports, 
exhibiting a negative technological gap. A lagged relationship between OFDI and previ-
ous inward FDI suggests that Mathews’ linkage-leverage-learning theory is relevant in 
the case of PTEs. 
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1. Introduction

Multinational companies (MNCs) based in 26 post-communist transition econ-

a market economy. This study attempts to analyze the emergence, development, 
major features, and determinants of outward foreign direct investment (OFDI) 
by MNCs originating from PTEs. While the scope should cover all 26 PTEs, this 
study focuses on a sample of only 15 countries due to non-comprehensive data 

-
gence of their OFDI, MNCs, and characteristics; they vary markedly depend-
ing on the PTEs’ OFDI home countries. Their major strategy is market-seeking, 

border mergers and acquisitions (M&As). 
The theoretical background in this study is John Dunning’s (Dunning, 1981; 

Dunning and Narula, 1998) well-known and thoroughly analyzed investment de-
velopment path (IDP) model, a part of which the OFDI literature in PTEs dwells 
upon1

(2001), most authors not only commonly used the net inward-outward (NIO) FDI 
stock balance or position as the dependent variable, but also adopted both inward 
FDI and OFDI as variables per se. Insofar as the present study focuses on PTEs’ 
OFDI exclusively, it is enough to have OFDI as the dependent variable, follow-
ing Andreff’s (2003) method of econometric testing to verify that push factors 
are IDP explanatory variables, while variables indicating PTEs’ attractiveness 
as host countries for inward FDI can be ignored. This approach enables to check 
whether the current push explanatory variables are similar to those that pushed 
PTEs’ investment abroad in the 1990s and whether they are in tune with the push 
determinants of OFDI from new-wave emerging countries (Andreff, 2017).

2. Sampling PTEs in terms of outward foreign direct investment

During the 1980s, 14 countries were centrally planned economies with a com-

CMEA (Council for Mutual Economic Assistance) members, and Albania, China, 

the so-called socialist-orientated developing countries2 (Andreff, 1989) were not 
considered in samples of communist centrally-planned economies. At the be-
ginning of the transition toward a market economy and given the break-up of 

economy was left with 33 PTEs. All 33 muddled through a stage of communist 
centrally planned economies in their past history, though not all appear in the cur-
rent study’s sample of PTEs. For one, North Korea and Cuba are not yet clearly 

 1 

 2 
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about their OFDI because OFDI from Mongolia is nearly non-existent while 

nearly all other PTEs, it is retained in the sample. For China, interested readers 
should refer to the aforementioned studies following a similar methodology to 
compare the OFDI from China with other PTEs. 

Consequently, the PTE sample comprises of 26 countries, including Russia and 

3 5 former Yugoslavia republics (with Croatia as the last 

11 PTEs, the value of OFDI stock is zero for several or all years 2000–2015, 
which were retained for data collection and treatment. They were eventually ex-
cluded from the PTE sample in terms of OFDI and MNCs. These countries in-

-

in the Appendix for some years and countries may have one of the two following 
meanings: either the country had not invested at all abroad in the form of OFDI 
(possibly Kyrgyzstan) or its OFDI stock never reached $100 million, a threshold 

Finally, all 15 countries kept in the sample held OFDI stock of at least $300 
million in 2015 (Albania with the lowest), with a maximum of $252 billion for 
Russia in the same year. The second check is that data for all 15 countries are 
available for all variables considered in the econometric testing.

3. The emergence of PTE-based multinationals

The prehistory of OFDI from future PTEs began in the 19th century with 
Russia and some Central European countries, from which companies like 

countries never entirely vanished during the communist era, even though it re-
mained quantitatively limited, as assessed below. 

From 1881 to 1914, Russia was a FDI net importer, as it was not developed 
-

payments (Andreff, 2016b). Nevertheless, Russian enterprises began to invest in 

1998, 2001). In 1914, the current value of Russian OFDI stock reached $3.8 billion  

not all of it. Trading subsidiaries were established in Afghanistan, Iran, Mongolia, 

 3 
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and Eurobank in Paris. 
-
-

was $724 million in 1978, excluding OFDI in banking, which was assessed at 
another $325 million. The overall amount was slightly over $1 billion, that is, 

OFDI from CMEA countries were published (McMillan, 1987), the last one for 

than in manufacturing. In developing countries, red multinationals were more 
-

nationals compared to other MNCs was a slower growth in their OFDI during 
the 1980s, since centrally planned economies systemically hindered OFDI by 

the country to joint-ventures with foreign partners, allowing them to take a maxi-

-
tion. This legislation, kept by the Russian Federation, was a preliminary condi-

emerged in Central and Eastern Europe with earlier opening to inward FDI in 

other CMEA countries between 1986 and 1992. In a sense, this was a  launch pad 
for their coming OFDI. 

-

from Central and Eastern European countries (CEECs) and from the newly in-

which were under-capitalized, could not survive without new capital transfers 
from parent companies between 1990 and 1993. In its early years, the transi-
tion process boiled down to attracting foreign investors (not with much success), 

-
ance of payments concerns. Public opinion was hostile to OFDI associated with 

runaway, if not an exodus, toward more friendly and stable, less risky foreign 
investment climates than the one prevailing during the so-called transitional re-



449

cession in PTEs (Kornai, 1994). Round-tripping OFDI4 was exemplary of such 

A second observed fact was that various companies spontaneously emerged as 
-

-

1991. To quite a lesser extent, the same process emerged in other countries that 

-
mestic market following its secession in 1991, but kept export capabilities through 

Then, OFDI from PTEs actually started spreading abroad after 1993 (Andreff, 
2002) and skyrocketed between 2000 and 2007. From 1994 to 2000, among 

-

role as a  hub for investors in former Yugoslav republics, and Estonia as a hub vis-à-

4. From the roaring 2000–2007 to muddling through the crisis

Despite fast growth in the early 2000s, the global share of PTEs’ OFDI, or 
even its share in European OFDI stock, remained modest (Jaklic, 2007). In 2007, 
the total OFDI stock from all 26 PTEs was 2.1% of overall worldwide OFDI 

and 5.0% in 2011, and 1.7% and 4.0% in 2015, respectively.5 Moreover, deep 
disparities occur across the PTE sample: Russia alone represents between 60% 
and 80% of overall OFDI stock from PTEs, depending on the year, between 
2000 and 2015. From this observation derives a frequent joke about Russia being   

 4 Round-tripping OFDI refers to a circular investment such as, for instance, Russian enterprises and citizens 

capital later on in Russia. 
 5 

13 New Wave Emerging Countries (Andreff, 2016a). 
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a  giant6 in a world of dwarfs — other PTEs — as far as investing abroad is con-

The idea of the roaring 2000–2007s regarding PTEs’ OFDI relies on two series 
of statistics. First, Russia’s OFDI exhibited the swiftest growth internationally, 

-

-

the leading investors abroad among the PTEs, and to a lesser extent, the Czech 

and was nearly of the same magnitude in 2015 as in 2007 (99% of its 2007 value ), 

 6 Dura and Driga (2012) discussed Russian giants that invest in the Romanian economy. 

Table 1
Outward foreign direct investment stock from transition economies: home country distribution.

Country

 

 Distribution (%) Increase (times)

2000 2004 2007 2011 2015 2007/2000 2015/2007

Albania 0.5 0.1 0 0 0.1 0 n.s.
Armenia 0 0 0 0 0.1 0 n.s.
Azerbaijan 0.5 2.5 1.4 1.2 3.6 9.4 3.3

0 0 0 0.1 0.2 0 n.s.
0 0 0 0 0.1 0 n.s.
0.5 0.1 0.2 0.3 0.7 6 5.2

Croatia 4.5 2.3 1.0 0.9 1.3 3.9 1.6
Czech Republic 3.5 3.0 2.1 3.0 4.3 10 2.6
Estonia 1.5 1.4 1.8 0.9 1.4 19.7 1.03

0 0 0 0.1 0.4 n.s. 17
10.6 4.4 5.5 4.6 9.0 8.7 2.1

Kazakhstan 0 n.a. 0.6 3.8 5.6 n.s. 11.4
Kyrgyzstan 0 0 0 0 0 0 0
Latvia 1.0 0.2 0.2 0.2 0.3 4 1.5
Lithuania 0 0.4 0.5 0.4 0.5 n.s. 1.4
Macedonia 0 0 0 0 0 n.s. 1
Moldova 0 0 0 0 0 0 n.s.
Montenegro 0 0 0.1 0.1 0.1 n.s. 2
Poland 5.1 2.6 5.9 9.6 6.5 19.6 1.4
Romania 0.5 0.3 0.3 0.3 0.1 9 0.67

0 0 0 0.8 0.7 0 n.s.
2.0 0.6 0.5 0.8 0.6 4 1.6
4.0 2.4 1.8 1.4 1.3 7.6 0.9
1.0 0.2 1.8 1.6 2.2 30.5 1.6
0 0 0 0 2.0 0 n.s.

Russia 62.6 79.5 76.3 69.8 58.9 20.6 0.99
Total ($ billion) 19.8 103.0 334.5 518.6 428.0 16.9 1.3
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displaying practically no growth. PTEs’ OFDI stock only multiplied by 1.3 from 

The most affected, with a slight decrease in their OFDI stock between 2007 and 

Polish OFDI has been only slightly affected by the crisis, and the economic crisis 
may help Polish entrepreneurs gain entry to foreign markets, even developed mar-
kets, in view of boosting their investment abroad, is not incorrect, but more of an 
overstatement. The same applies to the statement that the impact of the economic 

making several large investments abroad (Kononov, 2010). Those PTEs that per-

with 9% of total PTEs’ OFDI in 2015 followed by Poland with 6.5%, Kazakhstan 

(below $100 million) OFDI, such as Kyrgyzstan, Macedonia, and Moldova. 
The following examples show that the impact of the crisis on OFDI varies 

stock was by far the most unstable and the most affected by the crisis, suffering 

the strongest in the world, with the highest growth rate (74%) in 2010; the 2012–
2013 recovery was milder. Russian OFDI was harshly affected by the crisis with 

from abroad and foreign asset depreciation in 2008. Russian MNCs have been 

for further OFDI expansion and partly explains its continuous decline after its 
peak value in 2013 (Appendix). Russia’s sanctions do not target Russian OFDI 
per se
for a country’s sanction policy. Western sanctions, in turn, are targeted at roughly 

impact of sanctions such as a deteriorating Ruble exchange rate and increasing 

Russian OFDI in the West is bleak and shadowed with uncertainty. 

and Kalotay, 2010). The drop in 2008 was related to a halt in large cross-border 

average, but its recovery in 2009 was in contrast with a global decline in world-
wide OFDI. OFDI stock grew until 2007, and then declined over two years, as 
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was relatively mild and exhibited a relative resilience compared to the sharp drop 

Decreasing home country revenues reduced the scope of equity and other invest-

-

stagnated in 2014, and was negative in 2015. 

were hit severely by the recession. Countries of former Yugoslavia hosted 70% 

reached its peak in 2008, but started to fall afterwards. Major changes were seen in 

established before the transition or in the early 1990s. They had international net-
works, capacities, know-how, and political support, but faced several changes with 

-

competitive business environment or had no internationalization strategy, while 
a few reacted with increased internationalization and foreign investment. The total 

-

share among foreign direct investors, especially in high-tech activities.

could not cope with the debts of its foreign subsidiaries; consequently, rather than 

-

These examples show that, since each PTE muddled through the crisis on its 
own path at its own pace, the crisis’ impact on OFDI is highly scattered in magni-
tude and variety. In fact, to go further, the analysis should focus on each country, 

-
minds us that theoretically, OFDI growth compared to the growth rate of inward 
FDI must be in a catch-up phase for countries in IDP stage 3.7 The crisis invert-

proceeded rather slowly in their IDP, particularly compared to Russia.

 7 

OFDI, being a net FDI importer. In the third stage, due to its new technological competences and low unit labor 

the country remains a net FDI importer. In the fourth stage, a country is developed and invests more OFDI than 

country roughly reaches a balance between its inward and outward FDI.
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5. Major features of OFDI from PTEs

Differences among PTEs are noticeable with respect to where their OFDI 
stands in reference to the aforementioned IDP model, although they are not strik-
ing in terms of geographical distribution and industrial structure.

5.1. IDP stages

A country moves from one IDP stage to the next when it breaks through some 
representative threshold. On the OFDI side of IDP, it is sometimes assumed that 

-

model (Andreff, 2003), which is supposed to characterize emerging-market econ-

stage of the IDP model, though its OFDI stock decreased after 2013; however, its 

and the inward/outward FDI stock ratio was close to 100% in 2015 (Table 2). 

during  the 2000–2007 OFDI boom and the second one during the crisis, partly 
due to a slowdown in inward FDI. Azerbaijan and Estonia reached the third stage 

lagging in the two ratios. 

according to one of the two criteria. The global crisis, though it affected PTEs 

Table 2
Comparative features of OFDI from post-communist transition economies (%).

PTEs

 

Outward / inward FDI stock

2000 2007 2015 2000 2007 2015

Albania 2.7 0.9 2.6 20.0 4.3 6.3
Azerbaijan 9.4 14.2 2.9 11.1 71.2 69.4

0.8 1.3 6.3 2.9 1.6 7.4
Croatia 4.1 5.8 11.3 18.4 7.8 20.8
Czech Republic 1.1 3.7 10.2 3.3 6.9 16.4
Estonia 5.1 26.6 26.9 10.7 35.5 32.3

4.4 13.2 31.9 10.6 18.8 41.8
Latvia 2.5 2.6 4.4 9.5 7.6 8.3
Lithuania 0 4.0 5.3 0 10.9 15.3
Poland 0.6 4.6 5.9 2.7 13.8 13.0
Romania 0.3 0.5 0.3 1.6 1.5 0.9

1.4 1.9 3.0 8.2 3.9 5.4
4.0 12.7 12.9 27.6 5.9 46.6
0.6 4.3 10.6 5.3 16.0 15.5

Russia 4.8 19.6 19.0 64.6 78.7 97.5
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unevenly, has been and is still a hindrance to reaching the third stage of IDP model 
-

gy of the investment–development path, with the notable exception of the Russian 

of the region’s MNCs and the transition shock could explain most of that laggard 
-

jor push to OFDI from the CEECs, conditional on adequate government policies 
to promote such investments. The hypothesis was more than slightly jeopardized 
by the emergence of the global crisis, through which OFDI from only 6 out of 
15 PTEs (as of 2015) muddled through successfully to reach IDP stage 3. With 

stage 3 due to crisis-related perturbations in global markets.

5.2. Indirect or direct foreign investment?

Indirect OFDI is an investment abroad undertaken by a subsidiary of a foreign 
-

ity of OFDI from CEECs, which stems from the fact that there are a  small num-
ber of foreign (Western) MNCs located there that invest in neighboring countries. 

foreign-controlled domestic MNCs8

foreign ownership, with no foreign ownership above 10% shareholding (or vot-
ing power). According to Rugraff, investment by such companies, such as that of 

-
vestor who alone holds more than 10% of equity. The latter is sometimes coined 

-
istics resemble direct rather than indirect investment, given that majority foreign 
ownership is not synonymous to foreign control. In the three aforementioned 

-

studied intra-CEECs cross-investments by accounting for both investments under-
taken by indigenous CEEC-MNCs and those executed by local subsidiaries of for-

abroad with direct investments, and not foreign-owned subsidiaries. 

 8 
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-
tween direct and indirect intra-CEEC investments. Thus, one of the most im-
portant results of empirical studies concerning intra-CEEC FDI links in the re-
gion emphasized country differences regarding development in regional FDI and 
the strength of regional FDI connections, as well as different compositions of 
indirect and direct OFDI. 

5.3. Geographical distribution and industrial structure of OFDI

The available data (Table 3) suggests a  sort of standard geographical distribu-
tion of PTEs’ OFDI stock. MNCs from PTEs invest in three privileged geographi-

-

Thus, PTEs share a common characteristic with emerging countries in the third IDP 
stage (Andreff, 2016a, 2016b) in that they primarily invest in neighboring countries 

-
ward investing mainly in developed countries, which occurs for emerging countries 

there are three different structures in CEECs’ OFDI geographical distribution. 

over time and was not much disturbed during the crisis. A second stylized fact 

Latvia, and possibly Lithuania9

where 93% of Polish capital is located, among which Luxembourg and Cyprus 
are most common destinations (Jasiniak, 2014 and Table 3).

-

instance, Czech OFDI partly switched from PTEs to DMEs between 2007 and 

detrimental to the share invested in PTEs from 2008 to 2014. 
-

cant proportion of round tripping investment — where, for example, a Russian 
MNC invests in Cyprus and invests back home in Russia.10

-
cal distribution of Russia’s OFDI sharply decreased in 2015, while the share of 

 9 

 10 A more detailed analysis of Russian round tripping OFDI can be found in Andreff (2015). 
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should be checked in a further study. 

and Estonia are hub countries for Western MNCs targeting former Yugoslav 

are important foreign investors in Latvia and Lithuania, the real reason for this 

Table 3

DMEs PTEs EDCs Other

Czech Republic 2007 7.4 38.5 45.0 n.a. 9.1
Czech Republic 2014 9.7 50.8 21.8 n.a. 17.7
Estonia 2001 10.3 5.6 84.1 0

30.5 16.8 49.5 3.2
47.3 26.8 22.9 3.0

Poland 2012 32.0 52.5 15.1 0.4
Russia 2009 63.0 25.3 9.0 2.7
Russia 2011 58.6 32.2 7.4 1.8
Russia 2013 66.5 23.2 8.0 2.3
Russia 2015 47.5 44.2 5.9 2.4

22.0 27.2 50.8 0
15.7 26.1 57.6 0.6
0.2 36.2 63.1 0.5
0.3 28.0 71.3 0.6
0.8 16.1 79.6 3.5

17.6 9.9 72.5 0
93.2 n.a. 6.8 0

Latvia 2001 6.8 78.4 13.0 1.8

Lithuania Estonia Poland Cyprus Luxembourg

Latvia 2012 18.0 17.0 10.0 6.0 6.0
Latvia 2013 16.0 18.0 10.0 6.0 12.0

In 2015 Major host countries

Netherlands Austria Luxembourg
Croatia 47.3 16.2 11.7 11.4 3.2

Finland Netherlands Russia Norway
Estonia 22.0 22.0 18.0 7.0 5.0

Netherlands Cyprus Russia
Latvia 27.0 14.0 10.0 8.0 7.0

Cyprus Luxembourg Netherlands Czech Rep.
Poland 32.0 27.0 12.0 10.0 6.0

Czech Rep. Cyprus Luxembourg Poland Turkey
31.0 25.0 14.0 7.0 5.0
Croatia Macedonia Russia
28.0 22.0 9.0 7.0 6.0
Cyprus Netherlands Latvia Poland
93.7 2.0 1.1 0.8 0.8

 Central banks’ data.
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slowly. In 2012, over 65% of its OFDI stock was still in the former Yugoslav 
markets (Jaklic, 2016); in fact, the share neared 80%. On the contrary, the share 

becoming less important, a point that remains to be checked in further studies.

-

other countries that share similar consumer markets or social and cultural back-
grounds (Amagoh and Markus, 2010).

Consistent with the third IDP stage of development, some major host coun-

from the view of a  host country that received inward FDI from other CEECs in 

The most important CEE host countries for other CEECs’ OFDI are the Czech 

as exact one would wish due to the unreliability of some bilateral data.
The CEECs attracted less Russian investment than their economic importance 

would have warranted due to both some reticence in CEE host countries and 
Russian MNCs’ strategies that do not see the CEE-region as a major priority. 

for less than 1% of Russia’s OFDI stock by the end of 2012 (Kalotay et al., 2014). 
Among these four countries, by far the Czech Republic was the most important 
destination of Russian capital invested directly. If one adds the other seven PTEs 

OFDI stocks exceed $1 billion), their share in Russian OFDI reaches only 2%. In 

Data about the industrial structure of OFDI, that is, its distribution by industry, 
are no more reliable than those regarding OFDI geographical distribution, and 
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into the primary sector (oil, gas, raw materials). A few exceptions exist. First, 
Kazakhstan’s OFDI is hyper-concentrated (90%) in the primary sector. The weight 
of the manufacturing industry in OFDI is markedly the highest for Russia. 

-
nance and banking from the Czech Republic and Estonia, possibly including 
some Western indirect investment since foreign banks are dominant in these two 
countries. A contrario, Polish OFDI (2011) in the services industry splits into 

As a few examples of OFDI distributions across the different industries of 

and steel (16.7% of overall OFDI), then in non-ferrous metals (15.8%), and in 
-

more scattered across the automobile industry (5.9% of overall OFDI), food and 
beverages (5.6%), metallurgy (4.5%), rubber and plastic products (2.8%), chemi-
cals (2.5%), electronic and optical products (2.4%), textiles and wood (1.2%), 

6. Multinational companies based in PTEs

Looking at the micro (enterprise) level, an unknown number — probably less than 
11 invested abroad. Despite their growing size, no Russian 

 11 

foreign subsidiaries of Russian companies in 2004. This is rather few compared to the 3,429 parent companies 
of Chinese MNCs that established about 28,000 foreign subsidiaries (Andreff, 2016b).

Table 4
Industrial structure of OFDI stock from post-communist economies in transition (%).

Primary sector Manufacturing
which

Czech Republic 2007 5.3 10.8 83.9 14.2
Czech Republic 2014 0.5 10.9 88.6 60.6
Estonia 2001 0 15.9 84.1 40.4

12.7 22.8 64.5 17.9
8.1 23.6 68.3 21.8

Kazakhstan 2002 90.0 4.0 6.0 n.a.
Latvia 2001 0.2 15.7 84.1 16.4
Poland 2011 8.3 30.8 60.9 18.3
Poland 2012 8.1 26.4 64.5 26.6
Russia 2009 3.0 42.0 55.0 7.3

3.8 19.9 76.3 26.5
0 37.8 62.2 15.2
0 23.4 76.6 21.7
0 10.6* 89.4 5.1
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a number which must have grown since then. In 2010, 1,443 Polish entities located 
their capital in 2,988 foreign units in 96 countries; 2,512 by acquiring shares, 358 by 

The top 30 Polish MNCs controlled nearly 500 foreign subsidiaries in more than 60 

branches and subsidiaries abroad increased from 1,313 to 1,501 during the 2009–
2011 period, while the number of foreign entities themselves increased from 2,747 

-

relatively more homegrown MNCs because the country adopted an open economic 
policy before the transition period and had a strong export orientation, while its en-

per se, their ownership structure and size actu-

equity interests of Polish companies means that many of them have begun to trans-

-

outcome of the initial privatization drive in PTEs was to plant the seeds for the in-

in 2011, which collectively have 381 foreign subsidiaries in 65 different countries 
(Kaliszuk et al., 2012). Another study tested two hypotheses about the impact of 
internationalization on the performance of Polish companies listed on the Warsaw 

12 a number of big MNCs are still (partly or 

 12 

Chinese state-owned MNCs are directly appointed by the Communist Party (Andreff, 2016b). 
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-
trolling stakes. The privatization of Lotos launched in 2011 failed due to its high 

state-owned or state-controlled MNCs are still found in all PTEs, in particular 

are cases in point. For example, regarding OFDI, Kazmunaigaz focused on en-
ergy assets, while Kazakh private companies entered the banking, construction, 
and tourism industries.

Finally, after some years of transition, PTE MNCs indeed emerged, but contrary 

Africa. The only clear exception to this statement is the biggest Russian MNCs. A 
disappointment with this outcome of the transition may explain the switch in focus 

particular after the OFDI trend in some PTEs was altered after the 2007 crisis. As 

where local entrepreneurs have little chance of becoming global players. Powerful 

6.2. Strategies of PTE-based MNCs

Firms in the early stages of internationalization are usually motivated by mar-

advanced stages of internationalization from the IDP model perspective. 

foreign trade purposes. With such a market-seeking OFDI, Russian MNCs are 

markets where Russian products face tough competition. The Russian MNCs that 
invest abroad in the mining, oil, and gas industries adopted a resource-seeking 
approach and attempted to take over their most needed suppliers abroad by means 

-
wards oil, gas, and mining. The same strategy applies to the fairly recent Russian 
OFDI in Africa, although in this case it is also driven by the motive of access-

countries with lower production costs than in Russia.
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abroad are rather classic, predominantly market and resource seeking, or a mix-
ture of the two (Kaliszuk et al., 2012). According to a survey, the primary aim of 

logies and attractive brands (53%), and to expand the scale of activity (19%) 

-
kets, geographic and cultural proximity, size of local resources, low risk, and po-
litical stability are also relatively important factors. Large geographical distance 

be emphasized that market size as an incentive for expansion should be seen in 

residents as a stable market with growth prospects, there will be no strong incen-
tive to internationalize. One can even assume that the presence of Polish OFDI in 
Western Europe aims at sustaining domestic operations.

Reducing production costs was also a factor in Polish MNCs investment in 

-

-

-

(2010) found that low-cost manufacturing capabilities and proactive manage-
rial orientation towards international operations are positively associated with 
increased internationalization. Moreover, experience in the post-communist eco-
nomic transition and cultural factors create important competitive advantages for 
them against Western European companies having more capital and make them 
politically more acceptable in the PTE area.

-
imity to customers, and competitors resulted in valuable market, marketing, and 
managerial experience. A small domestic market with increasing inward FDI 
and competition are the reasons why OFDI is predominantly market-seeking. 
The latter appears to be complementary to exports since it substantially affects 
increases in market shares, exports, and production. Medium-high and medium-
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with the establishment of a network of representatives or subsidiaries further into 

-

-
dicates that their products are sold mostly in niche markets, whereas the small 
domestic market does not enable them to achieve economies of scale and forces 
them into internationalization. 

national diasporas in distant markets; this complicates their expansion to more 

with internationalization that relies on expanding exports rather than OFDI (Mura 

-

operations abroad were related to marketing, such as founding representative of-

 (2001) revealed that market-re-

abroad. The most important effects on the parent company relate to additional 
market share gained abroad and enhanced exports. The limited market poten-

development, pushing them to internationalize their activities (Mockaitis et al., 

that the Lithuanian business environment is characterized by factors that pro-
mote internationalization: (a) well-developed infrastructure, (b) a lack of demand 
in the domestic market, (c) national cultural trait: a society with good language 
skills and a propensity to learn foreign languages, (d) maintaining good politi-
cal relations with other countries, (e) participation in international organizations 
and economic and political unions that decrease international trade barriers, 
(f) the country’s open economy and low trade barriers, and (g) intense competi-

Market-seeking, tariff-jumping, and trade-barrier jumping are major drivers of 

-

meet many hindrances to internationalization, even via exports due to their low-

many PTE-based MNCs abroad resorted to cross-border M&As. Russian MNCs 
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conducted an asset-seeking strategy based on overseas M&As to acquire Western 
technology and R&D intensive units. Trans-border M&As enable them to consoli-
date their global competitiveness in creating or reaching the advantages of a mo-
nopoly or dominant oligopoly position in some foreign markets. The main target for 

-

-
-

-
ber of trans-border M&A deals was 114 in 2007 and 119 in 2008; it fell to 102 in 

acquiring Denizbank (Turkey) for $3.9 billion in 2012, the acquisitions ($27 billion 

Firms from other PTEs also acquired foreign companies through cross-border 
-

$13,730 billion, while M&A purchases were valued at $10,176 billion (Jasiniak, 

less popular, but was still used by over 50 % of the surveyed entities. Every third 
-

Many of these transactions were spectacular, such as the acquisition by Asseco, 

aimed to develop a foreign sales and distribution network through OFDI; such was 
the case for LPP, Wojas, and Decora. Through M&As, only 23% of Polish MNCs 
wanted to reduce costs and 15% wanted to acquire know-how (e.g., Asseco). 

-

(Kowalewski and Radlo, 2014). Other motivations for M&As include access to 
advanced technology (Italian pharmaceutical company Fisiopharma’s purchase 

In 2010–2011, the most active Polish MNC on the M&A market was Asseco. 
It took over four foreign entities from the IT business, including the Israeli com-

-
tions abroad were much lower, with each amounting to about $10 million. Due 
to M&As completed in 2010, Asseco has become not only a leader in the IT 
market among the CEECs, but is also a leading IT player across all of Europe, 
ranking 7th among European software vendors in 2011. Trakcja Polska made an-

-
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-
mately $609 million (Kaliszuk et al., 2012).13 

the prey of Western acquiring MNCs than acquiring MNCs themselves, probably 

-
-

quiring Quadra FNX Mining (Canada) for $3.3 billion in 2012, and Energeticky 

7. Push factors as determinants of PTEs’ OFDI: Results and discussion

The idea that domestic economic factors are determinants of OFDI from PTEs 
is often found in the literature. For instance, low growth potential in the domes-

-
gested by John Mathews (2002) for Asian emerging MNCs should be mentioned. 
The linkage, leverage, and learning theory starts from a resource-based view of 
internationalization. Matthews developed it as a popular theory to explain the ex-

-
tries’ MNCs are keen to establish links, including alliances and joint ventures 
with incumbent MNCs; leverage resources; and learn from these incumbents. 
Thus, latecomers acquire and absorb foreign resources and improve their com-
petitive position through multinational growth. They enter outsourcing networks. 

licensing contracts, imitation, and reverse engineering (Mathews, 2006). 
-

-

tune with the LLL hypothesis. According to Rugraff (2010), the dominant po-
sition in terms of inward FDI due to the high attractiveness of both countries 

owned or controlled by foreign MNCs. It was noted that the participation of indi-
rect investors — foreign-owned MNCs — in the OFDI process is directly linked 

-
-

 13 A more detailed review of cross-border M&As by Polish companies is available in Kaliszuk et al. (2012) 
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Davidkov and Yordanova (2015) found that the presence of foreign owners has 
a strong positive effect on the odds of internationalization, suggesting that foreign 

for internationalization such as new products and marketing skills, knowledge, 
technology, management skills, and know-how. While inward FDI played a sig-

somewhat reminiscent of Mathews’ LLL model. Wasowska (2013) stressed that 

-

of an international corporation. 
Damijan et al. (2014) showed the positive effect of OFDI on the productiv-

the positive effect does not appear to be long lasting, as it is only statistically 

investment size and because the subsidiaries of indirect investors are served from 
locations other than Estonia (Masso et al., 2008), which means that the latter still 

Finally, Kuzel (2017) indicated that approximately 96% of Polish subsidiaries 
of the world’s largest MNCs located in Poland had well-established local busi-
ness partners. While the cooperation focused primarily on building vertical link-

-

creates favorable conditions for the exchange of information, solutions, and busi-
ness experience, and the diffusion of knowledge and skills, and sharing technical 
information and know-how. This corresponds to both the third IDP phase, Kuzel 
stressed, and a process in tune with the LLL assumption. All previous empirical 
evidence suggests that the linkage, leverage, and learning hypothesis may be ap-
plicable to PTEs, which this study will test. 

In line with Andreff (2003), there are three candidate explanatory variables 
as push factors of OFDI from PTEs: the home country’s economic dimension 

testing, the home country’s technological level is a possible determinant in its 

(Andreff, 2014, 2016a), OFDI is boosted, with some time lag, by previous inward 

the productivity of using local resources (leverage); and new technology and 
-
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tiveness making them robust enough to move outbound and invest abroad. This 
assumption is tested now with the empirical evidence of PTEs’ OFDI.

Overall, the model writes for each home country i as:

OFDIi,t = f (GDP/capitai,t , gi,t , POPi,t , SCIENTi,t , Xhighteci,t , INFDIi,t – k ) +  
 + ui, (1)

where: OFDIi,t stands for the outward foreign direct investment stock from coun-
try i in year t; GDP/capitai,t is the gross domestic product per capita in the home 
country i in year t; gi,t -
try i in year t; POPi,t stands for population in the home country i in year t taken as 
a proxy of its economic size; SCIENTi,t denotes the number of scientists working 
in the home country i in year t taken as one proxy14 of its technological level; 
Xhighteci,t is the share of high-technology exported products in overall export of 
the home country i in year t as a second assessment of technological level and 

INFDIi,t–k denotes the inward foreign direct investment 
stock hosted in country i in year t – k.

years from 2000 to 2015 (and 1997 to 2012 for INFDI

the share of high-tech exports in overall exports, are collected from the World 

(16 years   15 countries). Missing observations or those with zero values are 
dropped from the calculation, shrinking the data sample to 204 observations for 
the econometric estimation.

The lagged variable INFDI is a proxy for testing whether inward FDI in 
a country had enough linkage, leverage, and learning effects to trigger OFDI by 

Therefore, the model to be estimated becomes:

OFDIi,t = a   GDP/capitai,t + b   gi,t + c   POPi,t + d   SCIENTi,t + 
 + e   Xhightec i,t + f   INFDIi,t-k + ui . (2)

-
dom effects are at play in determining OFDI with push factors. 

Table 7 shows that, as expected from Dunning’s IDP model, the level of eco-
-

(Andreff, 2003) with a sample that included PTEs with developing countries15 

-

 14 

econometric testing (Andreff, 2003, 2016a); but this data is not enough available (every year, every country) in 
the selected PTE sample. 
 15 Moreover, the sample does not include the least developed PTEs such as Kyrgyzstan, Tajikistan, Turkmenistan, 
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Table 7
The determinants of outward foreign direct investment from post-communist transition economies.

Dependent 
variables

 

Panel data

Fixed effects Random effects 

 t –1  t –2  t –3  t –1  t –2  t –3  t –1  t –2  t –3

1.268*** 1.676*** 1.852*** –0.786 –0.115 0.248 –0.168 0.507 0.699
0.465 0.966** 0.909** 0.087 0.704** 0.676** 0.124 0.724** 0.649*

POP 1.424*** 1.521*** 1.666*** –5.885* 10.522*** –13.304*** 1.208*** 1.301*** 1.530***
–5.330*** –5.028*** –5.325*** –4.123*** –3.686*** –5.504*** –4.617*** –4.141*** –4.972***

X high tec –0.789** –0.921*** –1.014*** –1.419** –1.947*** –1.661*** –1.118** –1.542*** –1.590***
INFDI t –1 0.799*** 0.799*** 0.826***  
INFDI t –2  0.838***  0.798***  0.847***  
INFDI t –3  0.952***  0.945***  0.981***
Constant –20.902*** –26.128*** –27.075*** 147.94** 241.02*** 302.93*** –4.378 –10.196 –10.736

u  258.62 433.13 550.24 15.088 15.645 16.464
e  22.767 24.452 22.523 22.767 24.452 22.523

   0.992 0.997 0.998 0.305 0.290 0.348

 *  p < 0.1, **  p < 0.05, ***  p < 0.01.
 Authors’ calculations.
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cant. Although the level of economic development is not comparable between 

$4,412, and $3,986 in 2013, the gap is only 1 to 5 or 6, which is much narrow-
er than with the most and least developed countries in the world. Thus, though 
the level of economic development determines the magnitude of PTEs’ OFDI, it 

all variances in their OFDI levels. In terms of the IDP model, all PTEs are some-
where between the end of the second stage and the third stage of development; 

-
tive sign, which means that the smaller a PTE is, i.e. the smaller its market size, 

market. The only exception is Russia, to some extent, but this is not enough to 
distort the overall statistical result. 

is not at the 1% threshold. MNEs from fast growing home PTEs are more likely to 
-

but it takes more than one year for this triangular relationship to be plainly at work.
Technological variables also explain OFDI from PTEs, but they do not exactly 

2003). PTEs’ OFDI decreases with an increase in the number of scientists in 
the home economy, since SCIENT -
tive sign. MNCs from PTEs do not take advantage of a domestic technologi-

technological frontier. This result rather suggests that they invest abroad while 
seeking technological assets that are absent in their home country and using less 
sophisticated technologies that require few researchers and scientists (as com-
pared to developed market economies), and probably also using the technolo-
gies more adapted to the economic environment of their neighboring PTEs. This 
result is in line with analyses that stress the role of strategic asset seeking, espe-

knowledge acquired from abroad. This strategy appeared in the car industry, for 
-

economic level, it seriously jeopardizes the standard foreign trade and investment 

variable of OFDI with a negative sign. The interpretation goes as follows. There is 
a technological gap between PTE MNCs and some of their competitors based in 
the most technologically advanced economies; they suffer from a negative gap16 

 16 

pp. 10–11.). 
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of good quality. On the other hand, the most technologically advanced PTEs may 
have reached a domestic technological level high enough to become a comparative 

17 whereas 
most other PTEs have not; hence, the negative sign. 

FDI suggests that a process similar to Mathews’ LLL must be at work, more so 

(2014) and Davidkov and Yordanova’s (2015) conjectures. This clearly means 
-

tors who previously invested in their home countries, in particular when foreign 
investors have a share in the capital of PTE MNCs (although this ownership ad-

LLL relationships to materialize, and thus for previous inward FDI to become 
a stronger determinant of OFDI. 

Overall, the results conform to those from previous studies (Andreff, 2003) 
with rather larger samples of transition and developing economies, meaning that 
basically the level of economic development and home market size are major 
determinants of PTEs’ OFDI, while the home country’s technological level also 
plays a role in the process, not as a comparative advantage, but as a constraint 
pushing for investment abroad in view of acquiring technological assets missing 
in the home country. It appears that opening a PTE to inward FDI and foreign 
MNCs has been a launch pad for its further OFDI and the development of its own 
MNCs. The observed econometric results are quite similar to those recently ob-
tained for a sample of thirteen of the most promising NWECs in terms of OFDI, 

recession (Andreff, 2016a). It might be that PTEs will be able to stick to a similar 
scheme, which may lead them to consolidate in the third stage of the IDP model 
not too long from now. 

8. Conclusion

During the past decade or so, the number of studies about OFDI from transition 
economies has increased quickly. Most are country studies focused on OFDI by 

-

direct investment abroad. A next step is the present study, which attempted to 
compare OFDI from all transition economies with available data. Consequently, 
an obvious avenue for further research is a comparison between transition econo-
mies and emerging-market economies regarding their OFDI and MNCs. 

 17 
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Outward foreign direct investment stock from transition economies, 1998–2015 ($ billion).

Country 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015

Albania 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.1 0.2 0.2 0.2 0.2 0.3
Armenia 0 0 0 0 0.1 0.1 0 0 0 0 0 0.1 0.1 0.2 0.2 0.2 0.2 0.3
Azerbaijan 0.1 0.5 0.5 0.6 1.0 1.3 2.6 3.7 4.4 4.7 5.2 6.1 5.8 6.3 7.5 9.0 11.2 15.4

0 0 0 0 0 0 0 0 0 0 0.1 0.1 0.2 0.3 0.4 0.7 0.6 0.7
0 0 0 0 0 0 0 0 0 0 0 0.1 0.1 0.2 0.3 0.2 0.2 0.3
0 0 0.1 0.1 0.1 0.1 0.1 0.1 0.3 0.6 1.2 1.3 1.5 1.7 1.9 2.3 2.2 3.1

Croatia 0 0 0.9 1.0 1.1 2.3 2.4 2.1 2.4 3.5 3.6 5.8 4.2 4.5 4.5 4.4 5.4 5.5
Czech Republic 0.8 0.9 0.7 1.1 1.5 1.7 3.1 4.2 5.1 7.0 9.9 13.9 15.5 15.5 15.2 21.4 19.0 18.5
Estonia 0.2 0.3 0.3 0.4 0.7 1.0 1.4 2.0 3.6 5.9 6.7 6.6 5.8 4.7 5.8 6.7 6.3 6.1

0 0 0 0 0 0 0 0 0 0.1 0.1 0.1 0.2 0.7 1.2 1.4 1.5 1.7
1.1 1.6 2.1 4.4 4.6 3.9 4.5 6.6 12.7 18.3 14.2 17.5 20.7 23.8 34.7 39.6 39.6 38.5

Kazakhstan 0 0 0 0 0.5 0.3 n.a. n.a. n.a. 2.1 5.8 6.8 16.2 19.9 21.0 29.1 27.2 23.9
Kyrgyzstan 0 0 0 0 0 0 0 0.1 0 0 0 0 0 0 0 0 0.4 0
Latvia 0.3 0.3 0.2 0.1 0.1 0.1 0.2 0.3 0.4 0.8 1.1 1.0 0.8 0.9 1.1 1.5 1.2 1.2
Lithuania 0 0 0 0 0.1 0.1 0.4 0.7 1.2 1.6 2.0 2.3 2.1 2.0 2.5 2.9 2.7 2.2
Macedonia 0 0 0 0 0 0 0 0 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1 0.1
Moldova 0 0 0 0 0 0 0 0 0 0 0.1 0.1 0.1 0.1 0.1 0.1 0.2 0.2
Montenegro 0 0 0 0 0 0 0 0 0 0.2 0.3 0.3 0.4 0.4 0.4 0 0.4 0.4
Poland 1.2 1.4 1.0 1.1 1.3 1.8 2.7 4.7 10.7 19.6 21.8 26.2 36.8 50.0 57.5 55.0 65.2 27.8
Romania 0.1 0.1 0.1 0.1 0.2 0.2 0.3 0.2 0.3 0.9 0.9 1.7 1.5 1.5 1.4 1.5 0.7 0.6

0 0 0 0 0 0 0 0 0 0 0 3.9 3.9 4.0 2.2 2.6 2.8 2.9
0.7 0.3 0.4 0.4 0.4 0.6 0.6 0.5 1.3 1.6 1.9 2.7 2.8 4.2 4.4 4.3 3.0 2.6
0 0 0.8 1.0 1.1 1.8 2.5 3.6 3.9 6.1 8.7 8.7 7.6 7.1 7.8 7.7 6.2 5.5
0.1 0.1 0.2 0.2 0.2 0.2 0.2 0.5 0.3 6.1 7.0 7.3 8.0 8.2 9.4 9.7 9.7 9.6
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0 7.5 8.6

Russia 7.4 8.6 12.4 14.7 18.0 51.8 81.9 120.4 156.8 255.2 202.8 248.9 433.7 362.1 413.2 501.2 431.9 252.0

Total 12.1 14.2 19.8 25.3 31.1 67.4 103.0 149.8 203.6 334.5 293.6 361.8 568.2 518.6 593.0 701.8 645.6 428.0
Total (– Russia) 4.7 5.6 7.4 10.6 13.1 15.6 21.1 29.4 46.8 79.3 90.8 112.9 134.5 156.5 179.8 200.6 213.7 176.0
Russia / Total (%) 61.2 60.6 62.6 58.1 57.9 76.9 79.5 80.4 77.0 76.3 69.1 68.8 76.3 69.8 69.7 71.4 66.9 58.9
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