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INTRODUCTION 

The link between multinationality and performance (MP) has been an intensively debated research 
question for a couple of decades (Bausch & Krist, 2007; Glaum & Oesterle, 2007; Matysiak & Bausch, 
2012; Nguyen, 2017; Gugler, 2019). The research question is examined through the lens of several 
academic disciplines, including international business, strategic management, entrepreneurship, fi-
nance, and marketing (Kirca, Roth, Hult, & Cavusgil, 2012; Obłój 2019). Extant literature predominantly 
focuses on establishing whether a general relationship between multinationality and performance ex-
ists and, furthermore, whether an ideal degree of internationalisation can be established. Despite a 
growing body of empirical research, the findings on the MP linkage remain inconsistent (Verbeke, Li, 
& Goerzen, 2009) and often described as contradictory or confusing (Nguyen & Kim, 2020). Some schol-
ars attribute this situation to methodological limitations of extant research and call for a more in-depth 
exploration of contextual variables (Purkayastha, Sharma, & Karna, 2020; Tallman & Pedersen, 2012).  
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Thus, recent years have brought a growing recognition that the MP linkage is contextual by nature, 
i.e. its shape depends on a number of moderating variables (Bausch & Krist, 2007; Kirca et al., 2012; 
Geleilate, Magnusson, Parente, & Alvarado-Vargas, 2016; Shin, Mendoza, Hawkins, & Choi, 2017). In-
deed, a number of factors identified in earlier studies can moderate the MP relationship, including 
firm-specific advantages and country-specific factors, e.g. firm size, industry, firm age, experience gath-
ered in foreign market, R&D investments, and institutions in the country of origin. 

Some argue that – among these contextual variables – the appropriate understanding of perfor-
mance outcomes of internationalisation requires considering its underlying motives (Barłożewski & 
Trąpczyński, 2021; Elango, 2012; Verbeke & Brugman, 2009; Verbeke, Li, & Goerzen, 2009; Singla & 
George, 2013). In fact, firms expanding for different reasons will set their performance priorities in 
different areas, and hence the evaluation of internationalisation outcomes can be different for specific 
dimensions (Benito, 2015; Caputo, Pellegrini, Dabic, & Dana, 2016). Thus, internationalisation motives 
might be a critical variable altering the M-P relationship (Contractor, 2012; Verbeke & Forootan, 2012). 
However, we must highlight that extant literature offers no extensive study on the role of motives as 
a contextual variable (Li, 2007; Nguyen, 2011; Ruigrok & Wagner, 2004; Verbeke & Brugman, 2009; 
Verbeke & Forootan, 2012). While a number of factors associated with the international organisational 
structure of firms is used as explanatory variables, an investigation of strategic moderating factors 
remains mostly absent (Purkayastha et al., 2020). Jain and Prakash (2016) find a negative moderation 
of the MP relationship for the predominance of labour-seeking motives as opposed to market-seeking 
motives among Indian software firms. However, in doing so, they do not account for different perfor-
mance effects of distinct motives, thus obscuring the actual implications of different types of foreign 
expansion. In fact, as in the case of many MP studies, there remains a disconnection between theoret-
ical arguments and affected performance measures (Richter, Schmidt, Ladwig, & Wulhorst, 2017), par-
ticularly as the results can vary greatly among specific measures (Mullen & O’Hagan Luff, 2018). 

In light of the above, the objective of this study is to investigate the moderating role of interna-
tionalisation motives on the multinationality-performance relationship, explicitly taking into account 
the multidimensional character of performance. In order to do so, the article uses panel regression 
models on a dataset of 97 Polish listed companies with foreign activities in the period of 2006-2013, 
with a total of 682 observations. Our study was set in the context of a post-transition economy in line 
with earlier calls to contribute to MP research progress by focusing on less advanced economies 
(Lopez-Morales & Gomes-Casas, 2014; Geleilate et al., 2016). The post-transition context can pose an 
interesting opportunity for enriching existing international business concepts (Bučiūnienė, 2018; Pali-
okaite, 2019). Firms that originate from such an institutional setting were either created in the 1990s 
or existed before but without a chance to engage in international entrepreneurship (Sedziniauskiene, 
Sekliuckiene, & Zucchella, 2019). Either way, these firms are new to international business, hence they 
can be referred to as newly internationalised firms (Hoskisson, Wright, Filatotchev, & Peng, 2013; 
Ramamurti, 2009). Their study can help to advance MP research by focusing on the challenges of the 
early stage of international activities (Doryń & Stachera, 2008; Karasiewicz, 2013).  

Our study contributes to existing research in several ways. Firstly, it follows recent calls to unbun-
dle the substance of internationalisation by considering the moderating role of internationalisation 
motives (Verbeke & Brugman, 2009; Verbeke, Li, & Rugman, 2009; Li, 2007; Verbeke & Forootan, 2012; 
Jain & Prakash, 2016; Tohidi, Ghorbani, & Karhasi, 2020). Thirdly, it dissects the effect of internation-
alisation on distinct performance dimensions, thus contributing to a more multidimensional under-
standing of this relationship. Moreover, by considering sales growth, we depart from the predominant 
focus on accounting measures in existing studies, which we believe increases the robustness of per-
formed analyses (Li, 2007; Richter et al., 2017; Verbeke & Forootan, 2012). 

This article has the following structure. The literature section discusses the overall nature of the 
MP relationship in the light of earlier research. Subsequently, we consider the role of internationalisa-
tion motives in order to formulate research hypotheses. Further, the article details the research design. 
The following section focuses on regression results, and the article finishes with a number of sugges-
tions for future research.  
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LITERATURE REVIEW 

Conceptual overview 

The perspectives on the character of the MP relationship have evolved over years, only to end with 
no agreement among scholars (Matysiak & Bausch, 2012; Verbeke & Brugman, 2009; Verbeke & 
Forootan, 2012; Berry & Kaul, 2016). Firstly, researchers expected to detect a simple direct positive 
relationship between internationalisation and performance. Some argued that benefits of interna-
tionalisation would outweigh potential costs (Rugman & Oh, 2011). In subsequent years, others 
questioned this view and tested negative linear MP linkage (Matysiak & Bausch, 2012; Ruigrok & 
Wagner, 2004). The proponents of simple direct relationship argued that foreign exchange costs and 
other would outweigh potential benefits derived from international expansion – after reaching some 
point costs arising from liability of newness, liability of foreignness, complexity of foreign operations, 
and costs of product adaptation to local demands (Li, 2007). However, there appeared a third option 
that showed no significant MP relationship (Sullivan, 1994). 

Since the 1990s, the benefits and costs of foreign expansion are more closely verified, as schol-
ars introduce new U-curve and inverted U-curve shapes (Matysiak & Bausch, 2012; Annavarluja & 
Beldona, 2000). The U-curve stresses the importance of learning in foreign markets, which may help 
to increase benefits and reduce costs that arise at the inception phase of internationalisation 
(Ruigrok & Wagner, 2004; Rugman & Oh, 2011). According to Contractor (2007), the U-curve shape 
is likely to occur in developing countries and young industries, in which only a small fraction of firms 
managed to achieve a high level of internationalisation. In turn, the inverted U-curve shape should 
accentuate the stage of over-internationalisation, in which the increased costs of expansion out-
weigh additional benefits. This might be explained by growing costs of coordinating foreign opera-
tions with increasing cultural, geographical, legal, and language differences (Contractor, 2007; Li, 
2007; Glaum & Oesterle, 2007; Gorynia et al., 2019). To reconcile the conflicting results, both curves 
were combined and a new, S-curve relationship with three stages was proposed (Contractor, 
Kundu, & Hsu, 2003). The first stage of early internationalisation refers to the dominating liability 
of newness and foreignness over initial benefits from expanding abroad. The second stage reflects 
the effect of scale economies and learning after a certain point. The last stage exhibits costs that 
arise from over-internationalisation and decreasing benefits (Riahi-Belkaoui, 1998). More recently, 
an M-curve relationship was proposed to explain performance changes of INVs (International New 
Ventures), i.e. young companies that started internationalisation from their inception. The proposal 
extends the S-curve and assumes that there is one more initial stage at very low levels of multina-
tionality, in which INVs achieve net performance gains thanks to entering foreign markets (Lee, 
2010). The last proposition is an inverted M-curve, which can be observed for firms following prod-
uct customisation strategies (Almodovar, 2012). 

In the context of post-transition economies and based on some earlier evidence, we argue that 
the internationalisation degree generally leads to better results than focusing solely on the local 
market. Usually, this result is explained by a set of benefits that may be derived from expanding 
abroad, including firms’ greater flexibility, risk diversification, enhanced image, acquired knowledge 
and skills, ownership, and economies of scale (Wach, 2017; Szałucka, 2013; Cieślik et al., 2019, Cieślik 
et al., 2018; Kosach, Duka, Starchenko, Myhaylovska, & Zhavoronok, 2020). In general, firms should 
overcome costs of international expansion that may include e.g. costs of organisational change, co-
ordination of entities and activities on foreign markets, monitoring of external providers, and insti-
tutional and cultural distance (Contractor, 2012). 

Contrary to the opinion of some scholars on CEE firms’ internationalisation, we suggest that – 
due to a relatively low level of internationalisation – there is no necessity for these newly interna-
tionalised firms to invest extensive resources at the very first stage of foreign expansion. This is 
largely because at the beginning they may receive only occasional sales orders that do not require 
a particular customisation of products and value chains. This agrees with the argument about the 
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predominance of market-seeking firms amongst firms from Central and Eastern Europe (Barłożew-
ski, 2018; Gorynia, Nowak, Trąpczyński, & Wolniak, 2016). Even though they start foreign opera-
tions at a larger scale, new MNEs frequently seek opportunities in markets with a similar demand 
structure to their own, in order to be able to quickly expand their sales (Ramamurti, 2009). Such an 
approach further reduces costs of adaption to a new business environment. Hence, despite the lack 
of necessary knowledge, the predominant focus on competing with low prices and not quality, and 
also even due to the highly intensive competition in European markets, we argue that the short 
initial stage of internationalisation of Polish firms is linked to increasing performance, which repre-
sents the effect of “global illusion” identified by Almodovar (2012). However, we agree that shortly 
after companies undertake internationalisation in a more systematic manner, the liabilities of for-
eignness and related costs will increase, thus leading to performance declines (Gu, Yang, & Strange, 
2018). Some global companies can suffer performance losses due to ineffective communication in 
this stage (Nwabueze, & Mileski, 2018; Haller, 2020). With accumulated business experience, firms 
eventually achieve a point of inflection, at which benefits from internationalisation begin to domi-
nate over potential costs.  

Accordingly, as a baseline effect for further discussion, we argue that there is an inverted U-curve 
M-P relationship in the case of Polish firms: 

H1: There is an inverted U-shaped relationship between multinationality and performance for 
newly internationalised firms from post-transition economies. 

Moderation hypotheses development 

International expansion follows a number of motives (Verbeke & Brugman, 2009; Li, 2007; Jain & Pra-
kash, 2016; Verbeke & Forootan, 2012; Witkowski et al., 2017; Pokorna et al., 2019; Lee & Fernando, 
2020). Internationalisation motives determine location choices, ownership structure, choice of entry 
modes, and expected returns from expanding abroad, e.g. increase in net profits, risk reduction, in-
crease in market share, access to diverse resources, and avoidance of hostile home-country conditions 
(Verbeke, Li, & Goerzen, 2009; Benito, 2015; Miller, Lavie, & Delios, 2016; Caputo et al., 2016). More-
over, let us underline that firms can be driven by a set of various internationalisation motives with 
similar significance, with distinct effects on firm performance in the long term. 

There are a few studies devoted to the impact of international strategy and its motives on foreign 
market performance. They generally indicate a contingency between motivations for investment and 
their performance outcomes. In fact, internationalisation can fulfil a number of objectives from the 
headquarters’ viewpoint (Demirbag, Tatoglu, & Glaister, 2007). Thus, it is the very motives behind par-
ticular expansion decisions that drive performance in its specific dimensions (Verbeke & Brugman, 
2009; Verbeke, Li, & Goerzen, 2009). While this claim might seem intuitive at first glance, business 
reality shows that pre-defined targets for foreign expansion are far from guaranteed, often resulting 
in strategy changes (Benito & Welch, 1997). Thus, the verification of the relationship between motives 
and outcomes provides a direct indication as to the effectiveness of a firm’s foreign expansion, partic-
ularly if we consider firms at early stages of internationalisation (Ramamurti, 2009). 

Dunning (1988a; 1988b) argues that foreign expansion is undertaken to fulfil certain goals from the 
headquarters’ perspective. These motives include strategic asset-, market-, and efficiency-seeking 
(Dunning, 1993). The first category of motives embraces firms that expand abroad in order to increase 
their international market share. Apart from market size and expected growth, such an expansion can 
be driven by the fact that a firm’s key competitors, suppliers, or clients may establish themselves in a 
given market and incite the focal firm to follow them. Furthermore, the quest for additional sales in a 
foreign market may require a more substantial degree of adaptation to local market specificity. More-
over, not least important is the fact that costs of delivering products or services to a foreign market 
may make it economically more viable to serve it through a more direct presence.  

In empirical research on the link between the internationalisation degree and its economic out-
comes, some studies that examine the impact of the percentage of foreign revenues on firm perfor-
mance find that it affects returns on sales, albeit in different ways. In fact, Quian (2002) finds a positive 
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effect, Capar and Kotabe (2003) observe a U-curved relationship, Contractor et al. (2003) and Li (2005) 
note a horizontal S-shaped effect, while Li and Quian (2004) find an inverted U-curve. In accordance 
with the outgoing argumentation that the impact of internationalisation on performance is context-
dependent, we argue that the market-seeking focus in foreign expansion does not express itself in the 
direct effect of foreign sales on internationalisation performance, but it is moderated by the extent to 
which this foreign expansion is driven by market-seeking motivations. In fact, firms with dominant 
market-seeking motive of internationalisation will be most likely focused on using their own brands 
and trademarks to increase sales by expanding into new markets, which should mostly manifest itself 
in the growth of sales, market share, and volume sold (Benito, 2015). Moreover, empirical research on 
foreign affiliate performance identifies market-related objectives to affect sales performance more 
than other motivations (Demirbag, Tatoglu, & Glaister, 2007). Thus, in the context of newly interna-
tionalised firms from transition economies, we propose that: 

H2: The effect in H1 is positively moderated by market-seeking motives so that this effect will 
be the strongest for sales growth. 

However, internationalisation is not only driven by market-related motives. Firm expansion can 
also be driven by institutional factors. North (2011, p. 3) defines institutions as “the rules of the 
game in a society or, more formally, are the humanly devised constraints that shape human interac-
tion” (North, 2011, p. 3). Previous research based on this theoretical perspective to examine e.g. 
choices of foreign location (e.g. Globerman & Shapiro, 1999; Habib & Zurawicki, 2002), market entry 
strategy (e.g. Estrin, Baghdasaryan, & Meyer, 2009; Rodriguez, Uhlenbruck, & Eden, 2005; Yiu & 
Makino, 2002; Głodowska et al. 2019; Maciejewski & Wach, 2019), and outcomes of aforementioned 
decisions (e.g., Brouthers, Brouthers, & Werner, 2008). Based on the institutional view, these studies 
generally argue that the higher quality and stability of the institutional framework of a foreign mar-
ket leads to higher levels of activity by foreign firms. By expanding to different institutional frame-
works, firms can evade market imperfections in their own markets or leverage imperfections in the 
host countries (Kindleberger, 1969). 

We argue that newly internationalised firms from transition economies – which perceive insti-
tutional pull factors in foreign markets as fiscal incentives or, conversely, push factors related to 
deficiencies in the home country environment – may be more inclined to leverage foreign markets 
potential and develop sales more easily thanks to the said easier environment for doing business. 
Obviously, institutional incentives can also be related to efficiency-driven investments abroad, but 
the aforementioned market-seeking focus of newly internationalised firms from transition econo-
mies shifts attention to sales-related effects. We argue that at initial stages of sales-driven interna-
tionalisation, the marginal benefits for companies are increasing. In the same vein, Geringer et al. 
(2000) find support for the fact that the ratio of sales by foreign subsidiaries – i.e. established in 
foreign institutional frameworks – positively affects sales growth. Conversely, from a certain 
threshold, the addition of further markets driven by institutional incentives can be questioned in 
light of the positive marginal effects on sales growth, as with the higher advancement of interna-
tional operations the strategic needs of firms should be balanced across other motives. In this vein, 
we formalise this moderating effect as: 

H3: The effect in H1 is positively moderated by home and host country institutional motives so 
that this effect will be the strongest for sales growth. 

Another important motivation for international expansion pertains to the rationalisation of a firm’s 
overall business operations by reaping cost benefits in such areas as manufacturing or sales by either 
concentrating activities in new locations with favourable cost levels or better exploiting existing capa-
bilities (Dunning, 1993; Benito, 2015). Firms driven by the efficiency-seeking motive may be more ori-
ented towards the long-term reduction of supply and production risks and costs (Li, 2007; Verbeke & 
Brugman, 2009; Krajcirova, Vaňová, & Munk, 2019). 

In the context of post-transition economies, research evidences that lower labour costs of the for-
eign markets affect firm performance in foreign markets (Chan, Isobe, & Makino, 2008; Li et al., 2011; 
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Uhlenbruck, 1997; Jansto, Polakovič, Hennyeyová, & Slováková, 2019). For domestic enterprises it be-
comes risk factor in recruitment (Bilan, Mishchuk, Roshchyk, & Joshi, 2020), however, foreign firm per-
formance increases due to efficient labour attracting strategies. Taking into account that this strategic 
focus in international expansion will predominantly affect the cost side of performance due to lower 
production costs or costs of serving clients, we can obviously expect a positive effect on return on sales 
(ROS). However, from a certain threshold of efficiency-driven expansion (e.g. construction of new units 
in low-cost host countries), we may question the ability to generate new high-margin sales, given the 
early stage of development of newly internationalised firms. 

However, we simultaneously argue that since efficiency-driven expansion is frequently related to 
the possession of foreign manufacturing units, cost savings are related to substantial investment in 
foreign production, logistics, and advanced technological assets, hence further improving the ratio of 
the return on assets (ROA). Therefore, the positive effects of such investments will be observed at first. 
Subsequently, the costs of depreciation and amortisation, but also costs related to current mainte-
nance and operation of new systems, facilities, and equipment, will outweigh potential benefits in the 
medium term, thus reinforcing performance declines in the conventional inverted U-shape. Accord-
ingly, we formalise this posited moderating effect as: 

H4: The effect in H1 is positively moderated by efficiency-seeking motives so that this effect will 
be the strongest for ROS and ROA. 

Finally, an important category of foreign expansion motives is related to enhancing the overall 
competitiveness of firms involved in international business operations (Trąpczyński, 2016; Andro-
niceanu, Kinnunen, Georgescu, & Androniceanu, 2020). By managing cross-border operations located in dif-
ferent countries, firms can gain access to various tangible and intangible resources that can be shared 
across the organisation (Dunning & Lundan, 2008). Studies on foreign affiliate performance consist-
ently demonstrate that the possession of intangible resources by parent firm favours foreign affiliate 
performance (Brouthers, Brouthers, & Werner, 2008; Fang et al., 2013; Xia, Qiu, & Zafar, 2007).  

However, if the parent firm is to benefit from foreign expansion it must possess sufficient mana-
gerial capabilities (Hennart, 2012). Foreign expansion may be introduced either by transferring mar-
keting knowledge to the foreign venture so as to enhance the international market position or manag-
ing knowledge transfers to learn from foreign affiliates and make new knowledge available to sister 
affiliates. Particularly in the case of emerging country firms – whose capabilities and experience with 
managing a growing international scale of activities are often inferior to their Western counterparts – 
the development or acquisition of more sophisticated capabilities can be a crucial source of competi-
tive advantage. For instance, core role of the international orientation in SMEs competitive advantage 
is proved for Polish ventures (Sikora, & Baranowska-Prokop, 2018). 

Accordingly, the acquisition of new capabilities matters for performance as it allows firms to access 
inputs unavailable in domestic input markets (Verbeke & Brugman, 2009). Thus, given these otherwise 
unavailable new capabilities, the firm can realise more profit potential, since the absorbed know-how 
can arguably enable the realisation of higher margins owing to marketing capabilities and product 
quality, which usually stem from strategic asset-seeking by post-transition economy firms, including 
those from Poland. Hence, the return on sales can be expected to be particularly accentuated thanks 
to this type of internationalisation. At the same time, such an expansion should also manifest itself 
visibly in the return on equity (ROE) due to the fact that for the same equity, the firms that increase 
their profits are those that become more competitive in terms of e.g. strong brands or distribution 
channels. Hence, we propose that: 

H5: The effect in H1 is positively moderated by motives related to competitive pressures so that 
this effect will be the strongest for ROS and ROE. 

Figure 1 below summarises the conceptual development in the form of our research framework. 
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Figure 1. Analytical framework 

Source: own elaboration. 

RESEARCH METHODOLOGY 

Data collection 

Our analysis relied upon data obtained from 97 Polish listed newly internationalised firms with foreign 
activities established in the period of 2006-2013 (also see Barłożewski & Trąpczyński, 2021). As data 
on foreign activities are not readily available, we needed to use a two-stages approach to building a 
proprietary database for further exploitation. Firstly, we obtained firm-level financial data from con-
solidated financial reports and further documentation issued by all Polish firms quoted on the Warsaw 
Exchange Stock for the period under scrutiny. The established database contained 335 companies. 
Among those companies, we compiled a sample of 143 firms with min. 5% of total sales revenues 
received in other countries for the last three years to be covered in the analysis. 

In the second stage, primary survey data on 97 firms from the sample of 143 was collected using 
mix mode CATI+CAWI method (Computer Assisted Telephone Interviewing + Computer Assisted 
Web Interviews). The questionnaire consisted of questions relating to geo-graphical regions served, 
experience gained abroad, entry modes, and motives of internationalisation. The survey was con-
ducted under the authors’ supervision by Indicator, an external research agency. Data gathered at 
both stages was subsequently merged and as a result, we constructed a data set containing 97 firms 
and altogether 682 observations. 

Variable operationalisation 

Dependent variable 

Performance as a dependent variable was measured using return on equity (ROE; net profits to equity), 
return on assets (ROA; net profits to total assets), return on sales (ROS; net profit to total revenue from 
sales), and sales growth (percentage change in annual total revenue from sales). All of these are ac-
counting measures mostly used in the research of the MP relationship, mainly due to easy access to 
data (Glaum & Oesterle, 2007) and because they are commonly used in extant research (Verbeke & 
Brugman, 2009). The use of these distinct measures was important for us to indicate the differentiated 
effects of internationalisation led by different motives, as postulated in our research hypotheses. 

Explanatory variables 

The main explanatory variable was the internationalisation degree computed as foreign sales to total 
sales (FSTS). Other authors underline that this measure is very limited in scope, captures only one 
dimension of multinationality, and thus may present a distorted view of firms’ advancement in foreign 
operations (Sullivan, 1994; Dörrenbächer, 2000). However, as FSTS is frequently used by scholars (Yang 
& Driffield, 2012; Li, 2007; Bausch & Krist, 2007), sometimes even recommended until a better meas-
ure is designed and developed (Rugman & Oh, 2011), so we introduced the measure to the analysis 
due to very limited access to other data. 

The moderating variables that make part of the research hypotheses were internationalisation mo-
tives. They were incorporated into the analysis using dummy variables representing market-seeking, 
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efficiency-seeking, competitiveness-related, and political-institutional internationalisation motives. 
The market-seeking motives stood for firms’ willingness to gain new markets for their products and 
services. Efficiency-seeking motives represented firms’ goals to reduce costs and increase profitabil-
ity. Motives related to competitiveness were linked to gaining competitive advantages by acquiring 
new resources like technology, knowledge, skills absent from the local market but available abroad. 
The last category of motives was understood as entering other countries because conditions for 
doing business in those markets improve or foreign investors receive additional benefits or new re-
stricted laws and regulations are introduced in the home market. In order to define the dominant 
internationalisation motives for a given entity (market, efficiency, competitiveness, and political-
institutional), we formulated five detailed questions for each type. Answers were collected on a five-
point Likert scale. The construction of questionnaire and rating values assigned to individual state-
ments are described in Annex 1. For each of those motives, a firm-level compound index was de-
signed and calculated (Cronbach’s alpha coefficient greater than 0.5). The index represented the 
importance of a particular motive for a given company. Subsequently – regarding each motive – the 
sample was divided into two subsets with low and high value of the index, based on which adequate 
values for dummy variables were assigned. 

Control variables 

A series of control variables was added to the analysis so as to offset potential influences on perfor-
mance known from extant literature. 

Firm size (Bausch & Krist, 2007; Ruigrok & Wagner, 2004; Kirca et al., 2012) was measured as me-
dium vs large company, which was defined based on criteria applied in the Polish law: 

1. A large company employs more than 250 people, its annual sales revenue exceed PLN 200 mio. 
(ca. EUR 50 mio.) and total assets exceed PLN 172 mio. (ca. EUR 43 mio.). 

2. A medium company has 50 to 249 employees, sales revenue and total assets exceed both PLN 40 
mio. (ca. EUR 8 mio.). 

Firm age was controlled for by dummy variables representing young firms (equal to or below 12 
years of age) and old firms (above 12 years of age). Another variable was geographical diversification, 
which represented the number of regions (out of seven) in which a given company was present. A 
further control variable was international experience, also reflected by whether expansion occurred 
after Poland joined the European Union (EU). 

A subsequent variable was firm industry, as the literature argues that industry implies external 
conditions that significantly moderates the MP relationship, including minimal revenue threshold for 
scale economies (Hennart, 2007), initial costs incurred at the inception phase of internationalisation, 
changes required to adapt to local demands, and types of resources required to expand successfully, 
e.g. R&D for technology firms and advertising for firms delivering services (Kirca et al., 2012). Our cat-
egorisation of industry features construction, heavy, light, IT and advanced technologies, trade, and 
services industries, for which we also controlled with dummy variables. 

The final control variable related to the overall economic condition which was reflect-ed by real 
GDP change in EU-15 countries (the number of member countries in the EU prior to the accession of 
ten candidate countries on 1 May 2004). 

Analytical procedures 

In order to verify our research hypotheses, multiple regression analysis was employed. Although we 
expected a U-curve relationship, we also tested linear and cubic shapes of the MP linkage to gain 
deeper insight into the empirical findings. Prior to the analysis, we verified whether our assumptions 
required for this statistical method were met. The variables were normally distributed, which we ex-
amined with the Kolmogorov-Smirnov test. There was no presence of heteroskedasticity issue, which 
we checked with the analysis of scattergrams of standardized residuals. There was no multicollinearity 
issue between independent variables, which we checked with the Pearson’s r correlation coefficient 
(coefficient value exceeding 0.7 would imply problems with multicollinearity). No autocorrelation was 
present, which we checked with the Durbin-Watson test. 
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Table 1. Sample characteristics 

Sector Specific activities 
Large firms, N=58 Medium firms, N=39 Total, N=97 

# % # % # % 

Construction 

sector 

construction firms 9 9.2% 2 2.1% 11 11.3% 

developers – – 1 1.0% 1 1.0% 

construction materials 5 5.2% 2 2.1% 7 7.3% 

Total 14 14.4% 5 5.2% 19 19.6% 

Trade 

and 

services 

retail trade 3 3.2% 1 1.0% 4 4.2% 

wholesale trade 4 4.1% 4 4.1% 8 8.2% 

hotels and restaurants 1 1.0% – – 1 1.0% 

other services 1 1.0% 3 3.1% 4 4.1% 

Total 9 9.3% 8 8.2% 17 17.5% 

Heavy 

industry 

chemical 1 1.0% – 0.0% 1 1.0% 

electromachinery 8 8.3% 4 4.1% 12 12.4% 

energy – – 1 1.0% 1 1.0% 

metal 9 9.3% 3 3.1% 12 12.4% 

automotive 3 3.1% – – 3 3.1% 

Total 21 21.7% 8 8.2% 29 29.9% 

Light 

industry and 

consumer 

goods 

wood 2 2.1% – – 2 2.1% 

light industry 1 1.0% 4 4.1% 5 5.1% 

food 6 6.2% 3 3.1% 9 9.3% 

artificial materials 1 1.0% 3 3.1% 4 4.1% 

Total 10 10.3% 10 10.3% 20 20.6% 

High-tech 

sector 

pharmaceuticals 1 1.0% 1 1.0% 2 2.0% 

IT 3 3.1% 6 6.3% 9 9.4% 

telecommunications – – 1 1.0% 1 1.0% 

Total 4 4.1% 8 8.3% 12 12.4% 

TOTAL 58 59.8% 39 40.2% 97 100.0% 

Source: own study. 

Moreover, we used the Cook’s distance measure to identify influencing outliers, which indicated val-
ues greater than 1.0 as influential. As the data on internationalisation degree measured by FSTS were 
significantly skewed (high value of skewness), we transformed it using the natural logarithm function to 
ensure normal distribution of that variable. The characteristics of our sample are reported in Table 1. 

As we employed a panel data set in our study, we considered whether to estimate either fixed 
effects or random effects models as they may generate different results. One of the major precondi-
tions to use random effects models was that observations should be selected randomly from a given 
population (Dougherty, 2011). In our study, this assumption was not met as our initial sample consisted 
of all firms listed on the Warsaw Stock Exchange, and they cannot be considered a random sample. 
Thus, we decided to employ the fixed-effects model. 

RESULTS AND DISCUSSION 

The results of the moderated panel regression are reported in Table 2. We found that the M-P relation-
ship fits an inverted U-shape curve for all dependent variables except from ROE, thus providing partial 
support for our baseline Hypothesis 1. The reasons that ROE did not exhibit a significant M-P linkage 
could be found in the observed high fluctuations in firms’ equity over the eight-year period covered. In 
turn, this could have been not only the result of achieved financial performance but also of the firm’s 
dividend policy, merger and acquisition transactions, and other reasons. Consequently, they could have 
a strong impact on return on equity precluding from identifying a significant MP relationship for this 
dependent variable. The inverted U-shape of the MP linkage allowed for making inferences about the 
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optimal degree of internationalisation to maximize performance in terms of profitability and firm growth. 
Depending on the variable, the maximum point was achieved at FSTS between 12% and 13%. 

Our findings from the context of newly internationalised firms from a post-transition economy help 
to understand the apparent inconsistencies in extant findings on the MP relationship (Barłożewski & 
Trąpczyński, 2021). Scholars argue that the said relationship may be only a loose association, as there 
is no specific reason for it to exist (Hennart, 2011; Berry & Kaul, 2016). However, the question arises 
whether firms would internationalise if they did not anticipate superior results related to the new ac-
tivities (Contractor, 2012). We argue that for firms entering the international business environment 
with limited experience and managerial capabilities, internationalisation generally does bring benefits 
– up to a certain point, from which these apparent limitations become more impactful. This perspec-
tive resonates with the arguments of Powell (2014) in that both insufficient and excessive levels of 
multinationality can be negatively related to performance. We should also note that newly interna-
tionalised firms do not expand out of necessity but rather managerial choice, as in the case of the 
studied empirical context the home market is large enough to offer early development opportunities, 
at least in some industries (Sekliuckiene, Jarosiński, & Kozma, 2019). 

Furthermore, with regard to the hypothesised effects of internationalisation motives, the findings 
for the moderation of market-seeking motives turned out to be significant for sales growth and ROE 
(Table 2), yet the moderating term coefficient had a negative sign, thus indicating an opposite moder-
ation to the expected relationship. Due to the complexity of interpreting moderating effects, we pre-
pared a graphical representation of the moderating effect of market-seeking motives in two sub-
groups (where the group corresponding to a low relevance of a given motive embraces survey evalua-
tions below the value of 3.5, while the group corresponding to a high relevance includes values above 
that threshold). As Figure 2 revealed, the curve for stronger market-seeking motives did become flatter 
for lower FSTS levels, but the curve declined more steeply for higher FSTS levels. Paradoxically, a 
sharper focus on market-seeking motivations in foreign expansion based on the experience of “new” 
multinationals could not turn out to be sustainable in the end. Therefore, on the whole, we found no 
support for Hypothesis 2. However, we should note that the size effect measured by the adjusted R2 

was between 11.6% and 15.7%, which can be considered moderate. 

Table 2. Findings of moderated panel regression for firm performance 

Explanatory variables Model 1 Model 2 Model 3 Model 4 

Year -0.004 -0.004* -0.004** -0.008*** 

Intercept -3.037*** -0.799*** -0.808*** -1.107*** 

Main effects     

FSTS -0.047† -0.016† -0.023** -0.007 

H1: (FSTS)^2 -0.006 -0.004* -0.006*** 0.000 

Market-seeking motives -0.008 0.004 -0.009 0.014 

Home and host country institutional motives -0.008 -0.017* -0.016* -0.026* 

Efficiency-seeking motives -0.002 -0.009 -0.020* -0.023† 

Motives relating to competitive pressures -0.017 0.004 0.016* 0.003 

Moderat in g  ef fects  

H2: FSTS x market-seeking motives  -0.016† -0.002 -0.005 -0.013* 

H3: FSTS x home and host country institutional 
motives 

0.021* -0.001 -0.001 -0.002 

H4: FSTS x efficiency-seeking motives -0.011 0.006† 0.009** 0.004 

H5: FSTS x motives relating to competitive pres-
sures 

0.006 -0.006* -0.002 0.009† 
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Explanatory variables Model 1 Model 2 Model 3 Model 4 

Contro l   var iables  

Firm size 0.067*** 0.018* 0.013** 0.039** 

Firm age 0.018 0.001 0.017† 0.023 

Geographic diversification 0.002 0.007*** 0.006*** 0.006** 

Internationalisation since 2004 (1) -0.006 -0.016† -0.027** -0.043*** 

Building and heavy construction (2) -0.028 -0.002 -0.001 0.002 

Light manufacturing industry (2) 0.015 0.011 0.015 0.012 

Wholesale and retail trade, services (2) 0.047† -0.005 0.003 0.017 

IT and new technologies industry (2) 0.002 0.017 0.000 -0.003 

GDP change (UE-15) in real terms 0.030*** 0.008*** 0.008*** 0.012*** 

R2 adj. 0.157 0.116 0.154 0.129 

F 6.860*** 5.702*** 7.712*** 6.235*** 

N 630 716 729 708 

Significance levels: **p<0.01; *p<0.05; †p<0.1 Dependent variables: Model 1 – Sales growth, Model 2 – ROS, Model 3 – 
ROA, Model 4 – ROE. (1) Benchmark values relate to “Expansion before 2004” (entry of Poland into the EU). (2) Benchmark 
values relate to “Heavy manufacturing industry”. 
Source: own study. 

On the contrary, in the inverted U-shape for sales growth (Model 1 in Table 2), the effect of the 
degree of internationalisation was positively moderated by institutional motives. In other words, the 
inverted U-shape was flatter for firms driven more strongly by institutional factors. In order to facilitate 
the interpretation of this effect, we provided a visual interpretation of the moderation in Figure 3. 
Accordingly, we found support for Hypothesis 3. 

 

 

Figure 2. Moderating effect of market-seeking motives 

Source: own elaboration.  
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Figure 3. Moderating effect of institutional motives 

Source: own elaboration. 

Furthermore, we found that efficiency-seeking motives positively moderate the inverted U-
shape for both ROA and ROS, based on the regression results. The findings for efficiency-seeking 
motives may be explained by higher costs arising from liability of newness and foreignness com-
pared to potential savings achieved through deployment of operations across borders. The regres-
sion results suggested that going abroad with efficiency-seeking motive in mind could be beneficial 
in terms of profitability measured by ROA and ROS in the long-term, after a higher degree of inter-
nationalisation is achieved. However, our complementary analysis of the moderated curves demon-
strated some ambiguous findings (Figure 4). In fact, for both ROS and ROA, the moderating effect 
seemed to be negative, with the performance declining for higher levels of multinationality if the 
focus on cost efficiency was predominant. This would suggest that in the case of early-stage multi-
nationals, the ability of managing cross-border efficiency-oriented operations may not turn out 
beneficial from the viewpoint of the entire firm.  

Finally, for competitive pressure-related motives, we found support for their positive moderating 
effect for the effect of internationalisation on ROE (and negative for ROS), thus providing partial evi-
dence in support of Hypothesis 5. In fact, internationalisation driven by competitive pressure is not 
oriented towards short-term profitability or cost-efficiency, as it is guided by more long-term, strategic 
premises. The graphical interpretation of moderations shown in Figure 5 corroborates this assertion. 

To summarise the findings on the moderating role of internationalisation motives, we answer 
extant calls to decompose the contextual complexity behind the MP relationship (Griffith, Cavusgil, 
& Xu, 2008; Contractor, 2012; Kirca et al., 2012; Tallman & Pedersen, 2012; Yildiz, 2013; Berry & 
Kaul, 2016; Dittfeld, 2017). By decomposing performance into distinct dimensions, we show that 
internationalisation undertaken with different underlying logics has distinct implications from the 
parent firm’s viewpoint (Trąpczyński, 2016). While scholars acknowledge that effects of the inter-
nationalisation degree must be considered from the perspective of motives (e.g. Jain & Prakash, 
2016), they did not analyse the specific performance implications of various motives in a multi-
dimensional manner.  
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Figure 4. Moderating effect of efficiency seeking motives 

Source: own elaboration. 

 

Figure 5. Moderating effect of competitive pressure-related motives 

Source: own elaboration. 

Among the control variables, only a few provided evidence of a significant effect, including firm 
size, geographical diversification, starting expansion after Poland accession to the EU and real GDP 
change in EU-15 countries. With regard to firm size, the findings suggest that larger companies 
achieved better financial performance than smaller firms, which confirms the analysis in the previous 
sections. In the case of Polish companies, this finding should be explained by access to larger resources 
and years of experience accumulated in the international arena.  

The results for geographical diversification suggest that firms operating in a larger number of mar-
kets achieve higher profitability of assets and sales. This may lead to the conclusion that geographical 
diversification may reduce total risk. As far as firm experience goes, firms with the lowest experience 
– i.e. those which started foreign expansion after Poland accessed the EU – exhibited significantly 
lower results than other companies. Finally, a very significant control variable was real change in GDP 
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of EU-15 countries, which are the main exporting partners of Polish firms. All this leads us to the con-
clusion that the GDP variable should be mandatory present in the future longitudinal research. 

CONCLUSIONS 

The relationship of the degree of internationalisation with firm performance is a continuously growing 
area of research, and studies devoted to newly internationalised firms from post-transition economies 
can pose a fertile ground for refining current knowledge in the field. In conjunction with continuously 
evolving views on the nature of the MP linkage, this warrants further discussion on that subject, espe-
cially when longer periods of analysis and – so far largely neglected – contextual variables are considered. 
This article contributes to the advancement of the MP relationship analysis in two ways. Firstly, we con-
ducted a longitudinal analysis, which is arguably one of the very few such attempts in the CEE region. 
This analysis offers a strong support for an inverted U-shape MP relationship, which in turn proves to be 
contrary to theoretical predictions based upon commonly adopted S-curve in advanced economies. 

The empirical findings seem to be more in line with the first two stages of the recently proposed 
M-curve, i.e. the “global illusion” and subsequent fall in performance. we may expect that the inverted 
observed U-relation would change with the increasing multinationality level of Polish firms. Then, new 
stages in the MP relationship could emerge giving empirical evidence for the inverted S-curve and, 
eventually, for the M-curve. 

The unique contribution of our study pertains to the differentiated role of internationalisation mo-
tives on the relationship between multinationality and performance. At the same time, the study 
shows that performance is not a monolithic construct, and therefore different types of international 
operations have distinct effects on performance. We incorporated a large set of contextual variables, 
providing more texture to the frequently superficial treatment of internationalisation.  

Among the tested control variables, a significant effect was observed for firm size, international 
experience, geographical diversification into dissimilar markets, and general economic conditions 
measured by percentage change of real GDP. Control variables not significant in the analysis comprised 
firm industry and firm age. This may lead to the conclusion that the contextual nature of the MP rela-
tionship can be related only to a limited set of variables, whose nature still must be identified and 
influence explained. We based our study on a limited empirical sample due to the constraints of data 
access. Future studies should use larger firm samples in a broader variety of industry settings in order 
to better control for sectoral effects, but also to capture more contextual effects. Moreover, studies 
recurring to more recent data could be used in order to compare the findings of the present study with 
the development of firms that were exposed to challenges of changing global environment and ad-
justed their business models accordingly. Still, the predominance of SMEs among the new multination-
als under study here makes the findings relatively stable over time, since most fundamentals of the 
internationalisation process of these firms have not changed over the last couple of years, with high-
tech and services constituting the minority of the sample. 

However, let us note that the growing internationalisation degree of Polish firms may reveal other 
shapes of the MP linkage in the future. Based upon the findings from this study, we should first expect 
to see an inverted S-curve and eventually also an M-curve. The latter should be observed when Polish 
companies close the gap in terms of advancement in international activities between them and firms 
from developed countries. In turn, this will require not only the active exploitation of foreign markets 
but also the introduction of adequate internal changes to drive performance. 
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