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Perceptions of the business culture of different countries are important factors in
international human resource management (IHRM); affecting the development of human
resource management (HRM) and impacting on existing and potential expatriate
managers sent to those countries. This paper analyses such perceptions as a contribution
to the discussions about whether the central and eastern European (CEE) states form a
separate variety of capitalism and IHRM.We focus on six of the CEE countries: Bulgaria,
Czech Republic, Hungary, Romania, Poland, and Slovakia, using a large sample of
expatriate managers working in those countries and a control group of local managers.
Data from two small and peripheral western European states is used to contrast the
findings in these CEE states. We find that in general local managers are rather more
positive than expatriates but otherwise share the same perceptions; that there are both
positive and negative perceptions of CEE states in general and in particular; but that the
negatives outweigh the positives. We examine both the similarities and the differences
between these states. We draw out the theoretical and practical implications for
multinational companies (MNCs’) international HRM policies and practices.
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Introduction

The editors’ introduction to this special issue emphasises the turbulent history and the

iconic events that have occurred in central and eastern Europe (CEE) over at least the last

2000 years. In particular, of course, the events since the November 1989 collapse of the

Berlin Wall, and what it stood for, have been traumatic and no less momentous for the

lives of the ordinary citizens of these countries. The switch from planned to market

economies has been dramatic: wealth (and inequality) increased considerably; GDP

growth was well above the average compared to the countries that were previously in the

European Union. And, according to Forbes Magazine, 11 June 2009, the economic crisis

that began in 2008 hit some of the countries in the region harder than most of the more

established economies; although Poland was the one country in Europe that retained

economic growth throughout 2009. Many of these countries have acceded to the European

Union; some have joined the eurozone. Borders have been opened for the free movement

of capital, goods and labour. These are countries where economies and lives have changed

very much in a short period of time.

These states have been classified as ‘transition economies’ (Stark and Bruszt 1998).

Whilst it is clear what they are transitioning from, it is not clear exactly what they are
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transitioning to; or whether, in fact, they represent a new Variety of Capitalism (VoC) (cf.

Amable 2003).

Either way, many multinational companies (MNCs) have moved into central and

eastern Europe over the two decades since the collapse of communism. They now have to

apply their principles of international HRM in these very particular circumstances. These

are especially challenging environments for expatriates charged with establishing their

businesses successfully in the CEE states. Doing business here, and managing people here,

in these rapidly changing circumstances and with peoples’ developing expectations and

changing ways of operating, may be quite different from places with which they may be

more familiar. In such circumstances perceptions of the business culture of countries

within the region become very significant. They will affect financiers’ attitudes to

supporting these states and they will impact on the likelihood of companies investing in

them. These will have indirect, though very real, effects on HRM. There will also be direct

effects: the reputation of the business culture of a particular country will affect the kinds of

controls and autonomy that MNCs apply to their subsidiaries there, the propensity of

individuals to accept expatriate assignments in those states and the attitudes of those who

do travel to and work in these countries. These perceptions will also affect the likelihood

of local individuals being advanced within international businesses.

This paper therefore, building on the editors’ introduction, examines briefly the notion

of the CEE as a different variety of capitalism and considers the standardisation/

differentiation debate that is faced by all MNCs in the management of their human

resources. The paper outlines the nature of our research, which uses the perceptions of

expatriates and local managers about doing business in six of the CEE countries; and

draws out the implications and conclusions of our findings for international HRM.

Transition economies as a variety of capitalism

A range of international business theories suggest that organisations are embedded in their

national context and need to understand and adapt to it in order to become and remain

legitimate and efficient (Whitley 1999; Dore 2000; Hall and Soskice 2001; Kostova and

Roth 2002; Amable 2003)1. There are both institutional and cultural arguments for this

(Brewster 2004; Sorge 2004).

The collapse of communism in eastern and central Europe at the end of the 1980s led to

a renewed interest in academic debates about the nature of and varieties of capitalism. It

also led to the rapid development of different economic approaches in those countries.

There is a small but increasing literature arguing that the ex-communist countries of the

western side of the Soviet Union may form a specific variety of capitalism: often called

the ‘transforming’ or ‘transitioning’ economies (Stark and Bruszt 1998), since they are

commonly seen as still undergoing transitions towards a new model – or perhaps towards

one of the existing liberal market economies (represented mainly by the Anglo-Saxon

countries) or coordinated market economies (represented by continental European states

such as Germany).

Changing economies is, of course, complex and clusters of organisations within a

country will not change radically, consistently or quickly (Whitley 1990, p. 240–241).

Lane (2007) argues that transitional countries can be divided into three categories: middle

income; low income; and very low income. He argues that the former are closest to

continental European capitalism, reflecting the pressures associated with joining the

European Union and the need to form institutional arrangements that are complementary

to their closest developed trading partners. This group includes Hungary and Slovakia.

The International Journal of Human Resource Management 2569



In contrast, Bulgaria and Romania, less developed, have moved closer to liberal market

type arrangements (Lane 2007). Lane argues that the wealthier countries in the region are

more likely to infuse aspects of the European social model, and the poorer ones to adopt

purer forms of neo-liberalism (see also Buchen 2007; Crowley 2005; Bandelj 2009). The

emerging literature on comparative capitalism in the ex-communist states suggests that

most transitional economies have still to progress to an end stage, either in convergence

with another variety of capitalism or as a fully formed model in its own right.

The standardisation/differentiation debate

A key issue in understanding the world-wide operation of MNCs is captured by the

integration/differentiation debate (Lawrence and Lorsch 1969; Roth and Morrison 1990).

This debate is reflected in IHRM, often conceptualised as the ‘country of origin’ (Ferner

1997; Edwards, Colling and Ferner 2007) debate or the distinction between ‘best practice’

and ‘best fit’ (Farndale and Paauwe 2007; Farndale, Brewster and Poutsma 2009). The

integration or best practice argument is that there are universal best practices that can be

cost-effectively and fairly adopted across the organisation worldwide (Pfeffer 1994). The

differentiation or best fit approach concentrates on the need to fit HRM practices to local

conditions, rejecting the notion of one best way of doing things in all contexts (Delery and

Doty 1996; Brewster 1999). MNCs are attracted to integration because it offers economies

of scale and a way of operating across the global system that does not discriminate on

grounds of geographical location or origin; they are attracted to differentiation because of

the need for effectiveness and local legitimacy – thus the organisation has to take account

of differences in local labour markets, legislation, trade unions, national culture and similar

external factors. The role of the multinational firm and the desire to promote international

standards versus pressures to be locally responsive, have been widely discussed (Hamel

and Prahalad 1985; Ashkenas, Ulrich, Jick and Kerr 1995; Yip 1995; Kim and Gray 2005).

The pressures that MNCs face to achieve both integration and differentiation has been

encompassed by duality theory (Evans, Pucik and Barsoux 2002; Kostova and Roth 2002).

We examine each of these perspectives in more detail below.

Integration, the ability to deploy similar organisational practices worldwide, is likely

to encourage greater homogenisation as a way of generating efficiency and legitimacy

with stakeholders (Zeira and Harari 1977; Kostova and Roth 2002). This perspective

assumes (within the rational choice tradition of management studies) that firms pursue

economic advantage through choices that are ‘guided by unambiguous preferences and

bounded rationality’ (Gooderham, Nordhaug and Ringdal 1999, p. 507). Integration

allows MNCs to adopt practices with which they are familiar or which appear to promise

high returns in terms of performance (Gooderham and Nordhaug 2003). In practice,

integration usually means standardising on headquarters practices; and in recent years

there appears to be a strong trend in that direction (Brewster, Sparrow and Harris 2005;

Farndale and Paauwe 2007). Smith and Meiksins (1995), writing before the latest

economic crisis, argue that ‘dominance effects’ will mean that the Anglo-Saxon model is

increasingly seen as being the appropriate standard, taken up by an ever-wider range of

MNCs. However, it has been suggested that this may only occur at the level of policy and

that things may be more diverse at the level of implementation (Khilji and Wang 2006).

Whichever standard is chosen, the attempt to spread identical HRM practices across the

company’s world-wide system aims to create cross-border equity and comparability. In

addition, the alignment of systems internationally helps in the process of developing an

internal labour market (Almond, Edwards and Clark 2003).
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Differentiation, by contrast, draws strongly on neo-institutional theory, arguing that

multinationals operating in a new context are subject to a range of coercive, mimetic and

normative forces (DiMaggio and Powell 1983) to develop an HRM approach that is

perceived to be legitimate to influential stakeholders within each specific context. In the

industrial relations literature there is a long tradition of emphasising the national

embeddedness of labour practices (Jacoby 2005), but the universalist tradition of much

HRM writing (Brewster 1999) means that this has been less explored in that literature. By

responding to these forces the organisation can achieve legitimacy within the environment

in which it operates, which enables it to access necessary resources from potential

exchange partners (Deephouse 1999). These partners may include employees, trade

unions, governments, financial institutions, the media and other influential stakeholders.

This may, of course, vary with aspects of HRM; thus, in MNCs, pay rates are rarely, if

ever, standardised (Ferner and Varul 2000; Hayden and Edwards 2001), but recruitment

and selection rules often are. Furthermore, in all cases, however standardised the policies,

there will be a difference between the policies and their implementation. Whatever the

policy, the implementation of recruitment and selection, for example, will in practice be

influenced by such issues as levels of unemployment, local legislation, the impact of local

trade unions, local norms about what an employer is expected to pry into, etc. The

adaptation of HRM practices is related to the extent of differences that exist between

the parent and host country in terms of national regulations, institutions and culture, as

well as corporate strategic choice (Taylor, Beechler and Napier 1996).

The duality theorists (Rosenzweig and Singh 1991; Evans et al. 2002; Kostova and

Roth 2002) have emphasised that this is not a choice; organisations need to be effective at

both integration and differentiation simultaneously. The speed at which different sets of

practices are diffused across national boundaries will vary between contexts and may vary

between practices (Schuler, Dowling and de Cieri 1993; Hannon, Huang and Jaw 1995;

McGaughey and De Cieri 1999; Guler, Guillen and Macpherson 2002; and, with specific

reference to HRM, Edwards et al. 2007; Smale 2008). This duality has also, in the HRM

discourse, been described as a partial host-country mimetic effect (Gooderham et al. 1999)

or hybrid localisation (Poutsma, Ligthart and Veersma 2006).

Much of the IHRM literature (see e.g., Brewster, Wood and Brookes 2008; Dowling,

Festing and Engle 2008) is focused on expatriates and this group will often be the leading

edge of an MNCs’ activities in terms of both bringing headquarters policies to the

subsidiaries and also understanding and responding to local environments. For this group

too, therefore, awareness of the differences between the CEE states and other countries

and between the CEE states themselves will be valuable.

Methodology

We studied perceptions of business culture in six of the central and eastern European ex-

communist countries that have recently joined the European Union: Bulgaria, Czech

Republic, Hungary, Poland, Romania and Slovakia. We use data from a detailed survey of

expatriate managers and a control group of local managers to explore perceptions of the

business environment in these states. We explored seven broad areas relevant to the quality

of the management of organisations (transparency; hierarchies and teams; market and

customer orientation; organisation and planning; energy, creativity, adaptability; cross-

cultural orientation; and relationship orientation) and we also covered four issues related

to IHRM and the position of expatriates themselves, and other specific issues related to

HRM in those countries – availability of managers and the relative quality of women
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managers (see Tables for details). The questionnaire and methodology were closely

modelled on similar studies carried out in Portugal (Ad Capita 2002) and Ireland (Torc

Consulting 2003).

In the questionnaire, 44 opinion questions related to a wide variety of aspects of

management culture were presented as affirmations with a choice of six levels of reply

from strongly disagree to strongly agree. Overall, the affirmations were broad in terms of

the kinds of behaviour to which they related and the questionnaire instructions asked for a

generalised view derived from subjective experience.

The questionnaire also included seven demographic questions about the individuals

responding and their organisations. There was also space for additional comments: we

found the anecdotal data provided by the 204 comments, some of them quite extensive, to

be very useful in helping us interpret the numerical data.

A total of 4856managerial expatriates in six countries were contacted by email and sent

an online questionnaire. Response rates were acceptable for this kind of open survey – 24%

overall, suggesting considerable interest in the issues. Of these, replies were received from

898 expatriate managers (Bulgaria 97, Czech Republic 143, Hungary 186, Poland 140,

Romania 144, Slovakia 188). Responses were also obtained from a control group of 271

local managers (Bulgaria 36, Czech Republic 37, Hungary 67, Poland 39, Romania 34,

Slovakia 58) (see Table 1).

Here we defined expatriates as people originating from a country other than the one

where they work. We targeted senior and middle level managers, including professional

specialists such as lawyers. Ninety-two per cent of expatriates responding reported higher

education qualifications, 65% at Masters level or above. Eighty-seven per cent of

expatriate respondents came from majority foreign owned companies and 66% from

medium-medium/large sized subsidiaries in these countries (29% with 10 to 99

employees, 37% with 100 to 1000 employees). As required, the percentages were very

similar for the control group of local managers (higher education 96%, Masters and above

75%, foreign owned companies 81%, 69% medium/medium large companies – split

27%/42%). Amongst the expatriates, a total of 51 nationalities were represented, the five

biggest responding groups being: French (17%), German (14%), Austrian (12%), British

(11%) and US (6%). Central and eastern European expatriates in other central and eastern

Table 1. Survey response rates.

BU CZ HU PO RO SK All

Expatriates
Questionnaires sent 599 558 571 629 806 617 3780
Responses received 97 143 186 140 144 188 898
Response rate 16% 26% 33% 22% 18% 30% 24%

Locals
Questionnaires sent 151 145 226 171 130 253 1076
Responses received 36 37 67 39 34 58 271
Response rate 24% 26% 30% 23% 26% 23% 25%

All
Questionnaires sent 750 703 797 800 936 870 4856
Responses received 133 180 253 179 178 246 1169
Response rate 18% 26% 32% 22% 19% 28% 24%
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European countries amounted to 12% of the total. As far as we can tell the actual mix of

nationalities broadly reflects the mix of expatriates in these populations of expatriates.

It is worth pointing out that the survey was conducted at the beginning of the economic

crisis that began in 2008. The crisis itself is having very different impacts in the different

CEE states, with Hungary especially having to deal with acute liquidity problems,

resulting in an emergency loan of $15.7bn from the IMF (The Economist 2008;

Euromonitor International 2009).

Findings

Table 2 summarises responses. Of 44 questions only 14 received responses that were

significantly positive2, on aggregate, across the six countries, while 25 received

significantly negative responses. Given that responses overwhelmingly reflect a developed

economy view of management culture – since that is the origin of 91% of respondents –

the results imply that the CEE economies and their managers are still some way from the

desired standards of management, as understood in developed economies.

To check our data against some standard control variables, we analysed the results for

correlations with six factors3 collected from responses to the demographic questions. There

were no significant correlations. In particular, there were no measurable effects of specific

individual cultural background or experience. Thus, nationality, whether individual or

grouped into cultural regions, and time spent in the target country, did not significantly

influence responses.Thefirst finding suggests that there is such a thing as an expatriate of view

per se rather than that of, say, Anglo-Saxon, Latin etc., managers. The second implies that

initial impressions neither mellowed nor worsened significantly over time.

We also compared expatriate and local managers’ responses. In general, there was

much similarity between them, though local managers tended to be more positive than

expatriates. Surprisingly, the country with clearly the most negative results, Bulgaria, was

also the one with a notably lower number of differences in response between locals and

expatriates; expatriates and Bulgarians shared the same views. In Hungary and Poland

local managers were significantly more likely to have a more benevolent view than

expatriates, and by a significantly greater margin. Nevertheless, even in these countries

only in nine questions did locals actually hold an opposite view to the expatriates. It is also

worth noting that the ranking among the six countries, as measured by the total aggregate

response for each country for all questions, was the same for both locals and expatriates:

local managers may be more optimistic than expatriates about their countries but they are

realistic about their relative performance.

Looking at the rankingof responses (Table 3), the expatriates’ tenmost negative responses

came in relation to three key areas: customer service, organisation/efficiency, and

bureaucracy.More than two thirds of managers disagreed that, starting with the worst scores:

. It is easy to find well-trained managers in this country

. In this country business and commerce are highly customer service oriented

. Business is generally very well organised and efficient

. Managers like to take a wide, strategic view

. Bureaucracy is a not serious problem in this country

. Managers like to take the initiative in preventing and solving problems

. Hierarchies here tend to be informal

. Deadlines and timetables are taken seriously in business here

. Local companies usually have a clear business strategy

. Local management is dedicated to excellent customer service
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Table 2. Mean responses to statements. Scale: From 25 (Strongly disagree) to þ5 (Strongly
agree).
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Looking at the countries separately, there were also clear national distinctions, with

opinions about Bulgaria, Hungary and Romania tending to be more negative than those

about Poland, Slovakia and the Czech Republic. Poland tended to lead on most subjects

and Bulgaria trailed on nearly all. Thus, for example, the question on corruption

(‘Corruption is a significant problem in doing business here’) polarised the two groups of

countries, with well over three quarters of expatriates in Bulgaria, Hungary and Romania

agreeing that corruption is a concern and less than half in the Czech Republic, Poland and

Slovakia.

The ten most strongly positive findings related to the quality of life for expatriates,

human relationships and dynamism. Thus, two thirds of expatriates or more agreed that,

starting with the highest scores:

. I enjoy working here

. I enjoy living here

. It is important here to make friendships with colleagues and customers

. Most local managers speak at least one foreign language

Table 2 – continued
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Table 3. % expatriate managers agreeing with statements. Ranking of responses.

CEE BU CZ HU PO RO SK

Worst It is easy to find well 2 trained managers in this country 19% 14% 18% 19% 32% 18% 15%
In this country business and commerce are highly customer service oriented 20% 14% 21% 13% 36% 14% 20%
Business is generally very well organised and efficient 21% 11% 31% 14% 32% 12% 25%
Managers like to take a wide, strategic view 22% 23% 26% 19% 26% 15% 26%
Bureaucracy is a not serious problem in this country* 22% 17% 28% 18% 20% 15% 32%
Managers like to take the initiative in preventing and solving problems 25% 21% 24% 23% 29% 25% 27%
Hierarchies here tend to be informal 28% 31% 18% 38% 27% 26% 25%
Deadlines and timetables are taken seriously in business here 29% 8% 47% 25% 43% 13% 35%
Local companies usually have a clear business strategy 31% 21% 33% 27% 42% 24% 36%
Local management is dedicated to excellent customer service 32% 19% 36% 34% 42% 22% 32%
Managers in this country are very flexible and adaptable 35% 28% 28% 28% 39% 41% 43%
Local managers are good at dealing with overseas customers and colleagues 35% 29% 32% 35% 37% 44% 34%
Managers are cooperative, rather than individualistic, in their thinking* 36% 31% 38% 35% 35% 32% 43%
Local managers are concentrated and efficient with their time 38% 22% 42% 31% 49% 28% 47%
Local managers welcome responsibility 38% 34% 37% 34% 46% 29% 45%
Corruption is not a significant problem in doing business here* 38% 18% 44% 25% 65% 22% 47%
Creativity in problem solving is a strong local management characteristic 39% 36% 38% 40% 43% 42% 36%
Managers are good at dealing with unexpected situations 39% 32% 33% 40% 49% 43% 37%
Managers in this country tend to be excellent at selling 41% 34% 40% 40% 49% 48% 36%
Managers here do place much value on which company they work for* 43% 31% 50% 40% 46% 36% 52%
Local managers work well in teams 44% 29% 51% 42% 45% 39% 51%
There is a strong entrepreneurial spirit among managers here 44% 43% 44% 39% 53% 51% 38%
Managers are good at understanding and adapting to different business cultures 45% 38% 45% 36% 46% 65% 43%

Best We could recruit better managers if we could pay them more 48% 46% 42% 54% 59% 43% 44%
Senior managers are highly focused on satisfying shareholder needs 52% 45% 53% 46% 56% 53% 55%
Communication with and between managers is not too formal* 52% 56% 53% 61% 42% 55% 48%
Decisions agreed in meetings are usually accepted and acted upon 55% 43% 65% 50% 56% 46% 68%
There is not a culture of “presenteeism” (working long hours ‘for show’)* 57% 60% 60% 55% 58% 50% 56%
Managers in this country are not overpaid for their levels of experience and qualifications* 57% 60% 68% 62% 53% 33% 64%
Managers here understand their competitive markets very well 58% 47% 66% 57% 64% 54% 56%
Humour is important in working relationships in this country 60% 63% 58% 57% 58% 63% 60%
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Managers here prefer to work in a planned way 62% 49% 80% 61% 65% 42% 66%
Strong interpersonal skills in managers are highly valued here 62% 57% 62% 62% 63% 63% 63%
On the whole women here tend to be more effective managers than their male counterparts 64% 76% 56% 60% 65% 72% 62%
Managers in this country work hard 66% 52% 71% 54% 70% 71% 72%
Ambitious managers are admired 66% 57% 69% 58% 70% 74% 66%
The business environment here is very active and dynamic 72% 65% 81% 45% 89% 82% 73%
Good personal relationships with customers are essential to business culture here 77% 72% 74% 80% 79% 77% 79%
Most local managers speak at least one foreign language 80% 71% 86% 73% 79% 92% 79%
It is important here to make friendships with colleagues and customers 83% 88% 79% 87% 77% 83% 85%
I enjoy living here 88% 77% 92% 90% 95% 83% 88%
I enjoy working here 89% 81% 96% 84% 93% 86% 95%

* These statements and respective responses are reversed from the original for the sake of comparison.
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. Good personal relationships with customers are essential in business here

. The business environment here is very active and dynamic

. Ambitious managers are admired

. Managers in this country work hard

. On the whole women here tend to be more effective managers than their male

counterparts

. Strong interpersonal skills in managers are highly valued

The results were similar, in direction of response, in all six countries. Expatriates in the

Czech Republic were the most enthusiastic about it as a place to live and work; those

in Bulgaria the least enthusiastic. The importance of friendship with colleagues and

customers varied markedly, showing high importance in Bulgaria, Slovakia and Hungary

and rather less in Poland and the Czech Republic. On language skills, the ‘top’ countries

were Romania and the Czech Republic. The business environment was seen as most

dynamic in Poland and Romania, followed by Slovakia and the Czech Republic. Hungary

was not seen as having a dynamic business environment.

More generally, the country ranking (Table 3) is clear and follows the sameorder,whether

measured by aggregate responses or by percentage of managers agreeing to statements.

Bulgaria very clearly lags behind the other countries, ranking lowest in all but one category of

question. Poland is not quite so emphatically but nevertheless solidly at the top.

In the CEE countries represented in this study, there are some general themes common

across the states. Many of the formal organisational skills such as planning, teamwork, time

management and effective decision-taking are at a comparatively low level. Heavy-handed

bureaucracy and corruption remain recognisable features of the CEE business environment.

Against this, managers work hard and prefer to be planned, even if they do not yet show the

competences to implement this preference. Much of the anecdotal evidence in the open

section of the survey supported these findings. The change has been huge since the end of

communism and the underlying themes suggest that there iswillingness and energy to take the

next step and face up to the organisational shortcomings. These are still clearly economies in

transition.

A frequent topic in the open section (13% of comments) was the importance of a

generational change: younger managers (namely those educated post communism), have a

very different approach. They tend to be more dynamic, determined and fast learning (and

also more mercenary and aggressive).

Looking across the findings (Table 2), excessive bureaucracy, corruption and

inefficiency all score particularly negatively, although Poland, Slovakia and the Czech

Republic score significantly better on thesemeasures than do the other three countries. CEE

organisations’ relationships with the market need to develop. In particular, expatriates

assessed customer orientation, selling skills and customer service as being generally poor,

while recognising that good personal relationships with customers are essential to the

business culture. Customer orientation was one of the factors most consistently scored

negatively and many comments referred to this aspect. The paradox of strong relationships

and poor service is difficult to resolve and the comments did not give us obvious clues. It is

likely that internal deficiencies – avoidance of responsibility and lack of initiative were

significant examples – mean that warm personal relationships do not translate into

effective customer service delivery .

We looked at correlations among the question categories (see Table 5). Generally

speaking, categories showed strongly positive correlations amongst each other. In

particular, there is a very high correlation (coefficient 0.96) between transparency and
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organisation/planning: the more transparent the culture, the more organised and planned

its managers. Even looking at the lack of corruption element of this category, the

correlation with organisation and planning is still high (0.72). The exception to these

positive correlations is relationship orientation: in general, there is a negative correlation

between this category and the other factors contributing to quality of management. In

particular there is a negative correlation (-0.64) between relationship orientation and

organisation and planning and a between relationship orientation and lack of corruption

(20.79). In other words, more informal, friendship oriented behaviours tend to be

indicators of less organised, less planned, less transparent and more corrupt management.

Country specific findings

Bulgaria

As described, Bulgaria ranks lowest out of the six countries. One Australian manager

commented: ‘I could not possibly tell you what I truly believe about the Bulgarian business

environment – absolutely impossible . . . Bulgaria needs a revolution . . . I have seen [good

managers] on occasion but mostly they are too exhausted to participate’. The theme that

Bulgaria has not yet let go of its wholly corrupt communist era culture was repeated in

several comments from those responding. ‘Bulgaria suffers from 50 years of communism . . .

20 years of post-communist anarchy and corruption, and 400 years of Ottoman Empire. Its

quite oriental management and relationships probably have more in common with the East

and Arab countries than Central Europe’, explained a British manager.

Czech Republic

The Czech Republic is definitely in the higher scoring group in the CEE, ranked third overall

and with most of its results in the middle of the tables. The country suffers from the same key

problems as the regionas awhole – poor customer service, bureaucracy, disorganisation and a

shortage of good managers. However, there are some clear cultural differences and resulting

positives. Of the six nationalities, Czechs have the most ‘Germanic’ traits in management.

Thus, they are ranked in the top two positions against the other countries for being planned in

their approach and for decisions taken in meetings being accepted.

Hungary

Overall, Hungary shares the same faults as the rest of the region with performance

definitely in the lower group. Hungary is very different from its neighbours: the dominant

Magyar culture is distinct from the Slavic, Latin and Germanic foundations of bordering

nations. Hungary scores high on questions dealing with the importance of personal

relationships, creativity and informality. At the same time, they are not good at dealing

with foreigners and resist their influence. One Hungarian manager with a broad

international background commented that local managers like to believe they are different

from everyone else and ‘ . . . do not like to follow international know-how, they are rather

reserved and usually block everything which is “not invented here”’.

Poland

Poland’s overall score was the highest, ranking first on 17 of the 44 questions and second in a

further 11. One Frenchmanager commented ‘Polishmanagers are as good and as competitive
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Table 4. Country rankings (including comparison to Portugal and Ireland). Scale: 25 (Strongly disagree) to þ5 (Strongly agree).

BU HU RO CZ SK PO CEE Total Portugal Ireland

Aggregate score: all questions 20.67 20.37 20.30 20.08 20.01 0.10 20.19 20.19 0.37
Rank 6 5 4 3 2 1

Aggregate score: quality of management culture 20.84 20.48 20.35 20.16 20.10 0.03 20.29 20.39 0.26
Rank 6 5 4 3 2 1

Quality of management culture

Transparency 22.59 22.15 22.15 20.88 20.59 20.64 21.43 21.77 20.34
Rank 6 4 5 3 1 2
Hierarchies and teams 21.08 20.52 20.83 20.58 20.49 20.58 20.64 20.72 0.75
Rank 6 2 5 4 1 3
Market and customer orientation 21.21 20.76 20.60 20.63 20.58 20.08 20.62 20.46 20.02
Rank 6 5 3 4 2 1
Organisation & planning 21.35 20.86 21.19 20.08 20.27 20.08 20.60 21.58 20.47
Rank 6 4 5 1 3 2
Energy, creativity, adaptability 20.69 20.51 0.24 20.18 0.02 0.28 20.12 20.02 0.44
Rank 6 5 2 4 3 1
Cross-cultural orientation 20.22 20.05 1.10 0.45 0.24 0.34 0.32 1.33 20.65
Rank 6 5 1 2 4 3
Relationship orientation 1.26 1.31 1.24 0.91 1.33 0.97 1.18 1.31 2.11
Rank 3 2 4 6 1 5

Specific HRM issues
Availability of managers 20.84 20.39 21.33 20.57 20.73 20.17 20.65 0.12 0.10
Rank 5 2 6 3 4 1
Quality of life for expatriates 1.71 2.35 1.93 2.91 2.72 2.79 2.45 2.78 2.31
Rank 6 4 5 1 3 2
Quality of women managers 1.87 0.76 1.49 0.47 0.72 1.00 0.98 1.77 N/A
Rank 1 4 2 6 5 3
Opinion about expatriates 21.05 21.56 21.04 21.07 20.39 21.20 21.04 20.90 N/A
Rank 3 6 2 4 1 5
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as other managers in other European countries’. This may be over optimistic but there is a

feeling in many of the comments that Poland really does have an advanced management

culture that has improved enormously over the last two decades. It ranked well above

Portugal, for example (see Table 4). Cultural challenges remain. In particular, formality and

status consciousness are strong. Another French manager said ‘Polish managers pay huge

attachment to hierarchy and related visual benefits’. ‘Respect is expected for [older

managers’] titles rather than their actions’, said a Britishmanager. The two questions relating

to formality were ones where Poland performed worse than other countries.

Romania

Romania has had to do more to transform its economy than most others in the region. The

Ceausescu regime destroyed the economy and its infrastructures and left a terrible legacy

of inefficiency, corruption and waste. In this context, Romania’s ranking in the middle of

the group, considerably above Bulgaria and Hungary, is encouraging. Responses on

dynamism and commercial spirit rank high, while those relating to organisation and

planning are low: entrepreneurial drive overcomes adherence to rules and the need for

structured management. This is a Latin culture and the responses and comments on lack of

cooperation and preference for informal routes to achieve results reflect that.

Slovakia

The smallest country in the group is also one of the most successful, both economically

(highest GDP growth) and also, from this survey, in terms of management culture, where the

Table 5. Correlations between results in the various question categories. (Correlation coefficients:
21 ¼ 100% negative correlation, 0 ¼ no correlation, þ1 ¼ 100% positive correlation).
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Transparency 1 0.74 0.75 0.96 0.60 0.17 20.48
Hierarchies and teams 0.74 1 0.65 0.79 0.38 0.08 0.04
Market and customer
orientation

0.75 0.65 1 0.73 0.85 0.47 20.53

Organisation and
planning

0.96 0.79 0.73 1 0.47 0.07 20.64

Energy, creativity, adaptability 0.60 0.38 0.85 0.47 1 0.79 20.25
Cross-cultural
orientation

0.17 0.08 0.47 0.07 0.79 1 20.12

Relationship
orientation

20.52 20.19 20.52 20.64 20.34 20.24 1

Specific question
Corruption is not a significant
problem in doing business here

0.52 0.65 0.54 0.72 0.19 0.09 20.79
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country came second in the rankings. The Slovaks share the over-formality of the Poles and

Czechs but display stronger teamwork skills. They are planned and comparatively less

bureaucratic yet rank low in entrepreneurial spirit. Surrounded by historically powerful

neighbours they reflect the characteristics of those around them.

In Table 4 we also compare these results with those obtained in Portugal in 2009 and in

Ireland in 2003. There are interesting comparisons to be made in specific issues and

questions but overall it is useful to note that Portugal’s performance falls roughly in the

middle of the CEE group – somewhere between Romania and the Czech Republic. All

the countries fall well behind Ireland. More specifically, Portugal lags behind all the CEE

countries in the organisation and planning category. Ireland is top in most categories but

only average (between the third and fourth ranked) for organisation and planning and

worse than all the others for cross cultural orientation. These findings suggest that, as

critical as the results from CEE may appear, the quality of management is not, as a whole,

completely out of kilter with the rest of Europe, at least as compared with other

comparatively recently modernised economies.

Against these largely negative findings, in terms of IHRM expatriates very much enjoy

living and working in these places, despite the many challenges, perhaps motivated by the

appreciation that people are prepared to work hard and are ambitious, creating an active

and dynamic working environment that, with the possible exception of Hungary, should

therefore allow for positive change.

An important element in this process of change is the expatriates themselves: they bring

in experience and expertise from more managerially advanced business cultures and, as in

this research, they represent those countries to the outside world. Hence, their views and the

way that they perceive the willingness of the country to accept these ideas are important.

Discussion

Before discussing the implications of these findings for HRM, the varieties of capitalism

and the integration/differentiation debates, it is worth noting that the nature of this survey

limits the conclusions that can be drawn. The survey is cross-sectional; data was collected

just before the current economic crisis had hit these CEE states; the data is perceptual and is

drawn from a particular group – managerial business people. The major part of the data

was drawn from foreigners living and working in these countries. We have cause to be

confident that the data is representative and significant, partly because of the way the data

was collected and the representativeness of the responses and partly because of the degree

of coherence of the expatriates’ views in relation to each country and the overall symmetry

of those views with the control groups of similarly placed national respondents. Expatriates

have the advantage and disadvantage of assessing the way that business is conducted in

these countries as partial outsiders: they understand less than locals but have the benefit of

being able to compare with their home country. Their views are important because they are

more disinterested but also because their attitudes have an impact on the approach of

headquarters. The fact that, generally, the control group’s attitudes reflected the broad

balance of the expatriates’ perceptions implies that these views are based on some external

reality – andmay also give some confidence that, since the views of the problems identified

are shared by local managers, there are opportunities for development in the future.

HRM in CEE

First, the HRM implications of our study may be obvious but they are worth stating

clearly. They fall into three main areas: the need to differentiate; the need to pay special
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attention to the recruitment, selection and management of locals and the implications for a

central issue in international HRM – the management of expatriates.

The results show, to anticipate a summary point on the varieties of capitalism debate,

that for those actively working in these countries there is, other than historically, no

coherent CEE category. Therefore, MNCs need to be aware of the implications of their

selection of countries to enter and location of their business and regional offices. Judging

from the reputation of these countries amongst those who work in them, there will be very

different issues and concerns, perhaps determined in part at least by how the MNC

responds to those concerns, and very different returns depending on those choices.

MNCs need to pay careful attention to recruitment, selection and management of local

employees. It is important to note – as many of our respondents did in the write-in section

of the questionnaire – that firms are not passive ‘victims’ here: they can and do select

employees that may not be typical of each country and they can operate different systems

of employment and HRM, so they have a degree of discretion (Kostova and Roth 2002).

CEE countries have successful local managers and these, in turn, can provide alternative

role models to parent country attitudes and behaviour amongst expatriate managers.

Nevertheless, as our data indicates, their choices will be constrained by local mores and

the requirement for local legitimacy.

There is also an important practical finding for the management of expatriates. These

are seen as attractive countries in which to live and work. The evidence here is that

expatriates in the CEE region are facing complex and difficult challenges. Managing

effectively in these environments involves coping with the paradox of needing to import

ideas and practices from the global business but also needing to understand and adapt to

particular constraints within the new country (Brewster 1995). Many expatriates find that

adapting to environments, like those in many CEE states, where bureaucracy is rife and

corruption is widely practised and even accepted, is especially difficult. Coping with

obstructive officials and demands for bribes is not part of the training even of that minority

of expatriates that get any preparation. The findings here open up the possibility of creating

realistic policies and improving preparation for those sent out to these CEE countries.

The ‘transitional’ variety of capitalism

Second, our study also has implications for the varieties of capitalism theories. The

transitional states of the CEE region are an interesting test-bed for the variety of capitalism

(VoC) literature. It is clear that these countries have developed a long way in the

comparatively short time since the communist period but it is not obvious that they have

reached an end-point. The evidence produced here shows that there is an appetite to learn

in the CEE countries but that it is stronger in some cases (e.g., Slovakia) and more

problematic in others (e.g., Hungary). The basic tenets of the business systems literature

(see particularly Amable 2003 andWhitley 1999) about the range of differences within the

capitalist system and the embeddedness of business within local national environments are

supported by this perceptual data. The views of foreigners working in these countries (and,

generally, their local counterparts) reinforce the view that these CEE states may accurately

be titled transforming or transitional economies. There is a sense of change, particularly

generational change, and dynamism apparent in the expatriates’ perceptions. The

perceptions are, in the main, negative: noticeably more so than for the equivalent survey in

Ireland (Torc Consulting 2003) though corresponding with similar data from Portugal (Ad

Capita 2002). This is much less true for Poland and Slovakia, and, possibly, the Czech

Republic.
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Lane (2007) has suggested that the CEE states could be divided into a richer, social

market capitalist leaning group that would include Hungary and Slovakia (the only

country in this sample in the euro) and a poorer liberal market leaning group including

Bulgaria and Romania. In fact, in this data, it does indeed seem possible that Poland,

Slovakia and the Czech Republic may be developing a different form of capitalism to that

of Bulgaria and Romania: our evidence would show that Hungary should be placed in this

latter group.

Explaining the differences between these states and the responses identified is beyond

the scope of this article, including as it will decisions made in the social, political and

economic spheres both by those within the countries and those outside and the

implications for the shape of the economy, exchange rates and economic development. A

key, but unanswerable, question concerns the line of causality between economic and

managerial success, as measured in national and European Union statistics and our

respondents’ perceptions, and the choice of capitalist model to follow. Is it because Poland

has adopted a more co-ordinated model and Bulgaria and Romania have gone for a more

liberal model that Poland ranks higher on these measures? Is it because Poland is doing

better that it can afford approaches that the others cannot? Are there intervening variables?

Or are these simply independent measures that do not impact on each other? There are rich

possibilities for debate here but it is a debate that cannot be resolved with our data.

Integration and differentiation

In IHRM in the CEE states, as elsewhere, MNCs face opposing pressures – both toward

global standardisation and toward local adaptation (Rosenzweig and Singh 1991; Evans

et al. 2002; Kostova and Roth 2002). Despite the desire of MNCs to ensure similar HRM

practices across the globe, they will either be forced by local mores, expectations and

institutions to take account of local differences – or they may simply decide that it is more

appropriate. The role of expatriates of the kind included in our sample is in part to diffuse

more typical developed society management practices to these CEE countries but they

themselves are clear that they are working within environments that severely restrict their

ability to do that. As suggested in previous literature (Schuler et al. 1993; Hannon et al.

1995; McGuaghey and De Cieri 1999; Edwards et al. 2007), the diffusion of new

management and specifically HRM practices will vary between practices and also between

contexts or, in this case, countries. Expatriates and the businesses they represent may want

to bring in new practices rather than simply adapt to local practices, and there are clearly

examples of that happening, but they are subjected to isomorphic pressures and they

cannot operate independently of context (Brewster et al. 2008; Farndale et al. 2008).

In practical terms this has implications that MNCs may want to be aware of and

implications that they may not. The former would include the widespread use of foreign

languages in these countries, the fact that women are generally seen as more effective

managers than men, the importance of relationships and the hardworking nature of local

managers. The latter might include possibly linked aspects of bureaucracy and corruption.

MNCs prefer not to know when their subsidiaries find it necessary to bend the rules to

avoid stultifying bureaucracy.

Conclusions

This research raises interesting questions for MNC investment and forms of operation and

may help firms to decide where to place their resources and where to operate their
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businesses from. Carrying out careful research into the environment into which they are

moving parts of their business is crucial. Attention to the extent to which global practices

have to be adapted in these states will pay dividends; MNCs can to an extent manipulate

their environment and, to some extent, stand outside the national recipe (Brewster et al.

2008; Farndale et al. 2008). Managers and, particularly perhaps, managers who are

expatriates, are required to fit in and be legitimated by the organisation but local

legitimacy is also dependent on compliance with local institutions and norms. Greater

operational efficiency may arise from compliance with country norms, but this will depend

on what those norms are.

At the same time, the relative performance of CEE countries compared with other

relatively recently modernised economies (Portugal and Ireland) shows that overall the

management cultures are not dramatically far behind comparable European countries,

although the situation in Bulgaria and Hungary remains of particular concern. Thus the

methodologies used for improving management performance in other more advanced

economies are likely to be appropriate at least in the top three CEE countries in this

sample.

The analysis of correlations within our data suggests that a particular focus for

improvement should be transparency and its inversely correlated indicator, the importance

of friendships in business relationships (not to be confused with informality within

management structures, which we assume to be a positive indicator of openness). Here, we

interpret these ‘friendships’ and ‘informal relationships’ to indicate routes for

circumventing and indeed subverting open and transparent decision-making systems.

Certainly, our findings show that the more important these relationships in the business,

the less organised, planned, transparent and customer oriented is management culture. The

more corruption there is the worse the quality of management, as measured by all the other

factors we look at. Correlations do not prove causality but the underlying logic is strong.

The research also has significant lessons for local governments in these countries.

Further action to tackle bureaucracy and corruption are required. It does seem that those

countries that have developed more social market operations and eschewed the excesses of

liberal markets are the better places for expatriates to do business. This too might make

governments in the region pause to think.

As the articles in this special edition indicate, this research is part of a much larger and

on-going attempt to understand HRM in the CEE states and the environment in which

people there have to operate. It has taken an unusual approach that, we hope, adds to our

arsenal of research tools and understanding. Practitioners have to deal with the issues

noted here on a day-by-day basis. Our challenge is to generate understanding of these

issues. It is, as we have indicated, an exciting and fruitful area in which to test out the

theories.
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Notes

1. For a discussion of this literature see Wood, Croucher, Brewster, Collings and Brooks (2009).
2. % level of significance.
3. Namely: organisation majority local/foreign owned; organisation size by number of employees;

years working in the country; years lived in other countries; nationality; educational level.
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