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RESEARCH OBJECTIVES AND BACKGROUND 

This dissertation focuses on the examination of Hungarian outward foreign direct investment 

(OFDI) in Russia. The research has a dual purpose: first, to empirically uncover which 

ownership (O), location (L), internalization (I), and (constituting the novel contribution of the 

dissertation) home-country (H) advantages drove Hungarian investments; and second, to 

provide a theoretical contribution to the eclectic (OLI) paradigm by extending it to the 

specificities of transitional economies. At the core of the investigation lies an analysis of the 

structure, dynamics, and risk profile of investments since the regime change, with particular 

attention to the period after 2014, the years leading up to the escalation of war in 2022, and a 

brief outlook on the initial imprints of the subsequent transformations. 

The starting point of this research is the recognition that Hungarian firms move from one 

transitional economy to another market characterized by distinctive institutional conditions and 

significant geopolitical risks. This dual transition creates a unique situation in which, in addition 

to the traditional OLI components, advantages derived from the institutional, relational, and 

knowledge-producing environment of the home country also play a substantive, and often 

decisive, role. Building on the literature (e.g.: Kalotay, 2008; 2010), the dissertation argues that 

such home-country advantages should not be treated merely as subordinate aspects of location. 

Elevating them to the same level as the OLI components yields the OLIH model, which 

demonstrates greater explanatory power in the Hungarian–Russian empirical case and clarifies 

the territorial dimension of internationalization. 

The relevance and timeliness of the research are underpinned by three main factors: 1.) the 

global and regional context; 2.) the legacy of regime change and the dual transitional 

environment, and 3.) the scarcity of data and related methodological challenges. 

Global and Regional Context 

FDI is one of the key drivers of globalization: it contributes to capital flows, technology 

transfer, job creation, and economic growth. After the regime change, Hungary became one of 

the most open economies in Central and Eastern Europe, attracting substantial amounts of 

foreign capital. Outward FDI, however, started to grow significantly only from the 2000s 

onwards and was largely directed toward regional, post-socialist markets. In this environment, 
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Russia became a distinctive target: it simultaneously offered market size, access to resources, 

and network opportunities, while also carrying considerable political, regulatory, and 

reputational risks. 

The Legacy of Regime Change and the Dual Transitional Environment 

The OFDI decisions of Hungarian firms were fundamentally shaped by the domestic 

institutional setting. The double discontinuity (transition from the socialist economic system 

and subsequently to a market economy) (Kalotay, 2004) influenced firms’ resource 

accumulation, relational capital, and operational strategies. Entering the Russian market meant 

both an opportunity to exploit economies of scale and a challenge due to institutional instability, 

sanctions, and geopolitical exposure. 

Data Scarcity and Methodological Challenges 

Problems concerning the meaning and measurement of FDI data (the distortive effect of 

conduit capital and special-purpose entities, round-tripping and offshore investments, and other 

methodological difficulties) significantly limit research. This is why the application of a 

triangulation methodology proved necessary – combining firm-level data, aggregate statistics, 

and semi-structured interviews. This approach enables a more accurate exploration of the actual 

size, structure, and performance of OFDI. 

The theoretical contribution of the dissertation lies in expanding the OLI model in two ways: 

by incorporating home-country (H) advantages and by introducing a two-dimensional 

conceptualization of ownership (O) advantages, specifically tailored to transitional economies. 

The dissertation demonstrates that for firms originating from Central and Eastern Europe 

(CEE), home-country advantages (H) do not merely play a complementary role but often act as 

conditional determinants of O, L, and I decisions. Such home-country advantages include 

access to financing channels (banks, state guarantees), relational networks (business elites, 

political intermediaries), cultural and linguistic knowledge, or professional knowledge bases. 

Within the OLIH framework, these factors appear as independent, structuring components, just 

like the classical OLI elements. 

In addition, the dissertation refines the ownership dimension by distinguishing between 

inherited (Oih) advantages, rooted in the pre-transition era, and gained (Og) advantages, 
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acquired through market-economy integration, while also categorizing them as asset-based, 

transaction-based, or recombinant. This two-dimensional system captures the hybrid and 

overlapping nature of ownership advantages in transitional economies and provides a more 

nuanced analytical tool for understanding how Hungarian firms build and sustain 

competitiveness in high-risk international environments. 

The timeliness of the analysis is further reinforced by the fact that the 2014 Ukrainian 

conflict and the escalation of war in 2022 fundamentally reshaped the Russian investment 

environment. The research primarily focuses on the period between 2014 and 2022 but 

occasionally provides an outlook on developments thereafter. Consequently, the analysis offers 

not only a historical but also a political-economic perspective on how Hungarian firms respond 

to geopolitical shocks and institutional closure. 

The scholarly and societal relevance of the dissertation lies in unveiling Hungarian OFDI 

strategies in a high-risk environment, which still offers opportunities. Its empirical results 

contribute to a deeper understanding of the conditions under which CEE firms can sustain a 

lasting global presence, and of the role played by domestic background institutions, networks, 

and financing mechanisms. 

Based on all the above, the dissertation encompasses three main dimensions: 

1. the empirical investigation of Hungarian OFDI presence and motivations in Russia, 

2. the CEE-specific application of internationalization theories (OLI, IDP, 

internalization), and 

3. the resolution of methodological challenges through a triangulated research design. 

 

RESEARCH METHODOLOGY 

 

The research applies a mixed-methods approach, drawing on both quantitative and 

qualitative sources. The combination of the two approaches is justified by the specific structural 

characteristics of Hungarian OFDI in Russia: on the one hand, it is highly concentrated; on the 

other hand, official statistics are distorted by numerous measurement and interpretation 

problems. As a result, quantitative analysis alone would not yield reliable findings, while a 
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purely qualitative inquiry would not allow for temporal and structural comparisons of the data. 

The purpose of the triangulated methodological design is precisely to combine the advantages 

of both approaches, thereby providing a robust picture of the phenomenon under investigation. 

Macro-Level Analysis 

The quantitative examination relies on three main data sources: 1.) FDI stock and flow data 

published by the Hungarian National Bank (MNB); 2.) bilateral statistics issued by international 

organizations (Eurostat, OECD, wiiw), and 3.) firm-level data from the ORBIS database. 

The methodological novelty lies in systematically comparing these sources and uncovering 

measurement distortions. The analysis extends not only to aggregate stocks but also to the 

aggregation of individual firms’ equity, thus enabling the identification of how aggregated data 

series are shaped by firm-level decisions. This is particularly relevant given that the five largest 

Hungarian investors together account for more than four-fifths of the total stock. 

Micro-Level Inquiry 

The qualitative analysis is based on semi-structured interviews and the examination of 

corporate documents. The interviews were conducted between 2020 and 2024 with the most 

important Hungarian investors, senior executives, and experts familiar with operations in 

Russia under the post-2014 sanctions environment. Particular emphasis was placed on strategic 

entry decisions, partner selection, risk management, and the dilemmas of exit or transformation. 

Document analysis included corporate annual reports, press materials, and policy background 

papers, which enabled the verification and contextualization of insights derived from the 

interviews. 

Rationale for the Methodological Design 

The application of a mixed-methods approach was necessary for two reasons. First, 

aggregate time series may be distorted by individual large-scale corporate decisions: the capital 

entry, withdrawal, or restructuring of a single bank or major industrial company can cause 

trend-like changes in the statistics, which would be misleading for interpreting the overall 

pattern of Hungarian OFDI. Second, data quality is further undermined by constructions such 
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as conduit capital, SPEs, and offshore intermediation, making purely quantitative conclusions 

uncertain. For this reason, qualitative sources are indispensable for a genuine understanding of 

decision-making mechanisms. 

Accordingly, the research follows a qualitative-first logic: interviews and document analyses 

serve as the basis for identifying firm-specific advantages, which are then verified and 

substantiated by quantitative data. The two levels complement each other: macro-level data 

provide the framework for interpreting corporate decisions, while micro-level sources reveal 

mechanisms that remain hidden in statistical time series. 

 

THEORETICAL FRAMEWORK 

The primary theoretical framework of this dissertation is the eclectic (OLI) paradigm, which 

over the past decades has become one of the most widely applied explanatory models of 

multinational enterprise activity (e.g.: Dunning, 1977; 1988). The OLI umbrella, with its triad 

of ownership (O), location (L), and internalization (I) advantages, effectively captures the main 

drivers of international corporate activity: firm-specific capabilities and resources (O), the 

attractiveness of the host market (L), and the organizational logic of transactions (I). However, 

in the context of transitional economies, two important extensions are warranted, which this 

dissertation introduces as theoretical contributions. 

First Extension: Incorporating Home-Country (H) Advantages into the OLI Framework 

Among the classical OLI components, ownership (O) and internalization (I) advantages are 

not, strictly speaking, specific to internationalization, as they can also be observed in firms 

operating domestically. The geographical character of internationalization is primarily shaped 

by location factors. Yet, since every country possesses distinct locational attributes, the 

characteristics of the home country can likewise be examined within this dimension. This 

dissertation argues that the features of the home country should be recognized as an independent 

category: thus emerges the dimension of home-country advantages. 

The resulting OLIH model clarifies that multinational enterprise activity is not solely a 

function of firm capabilities and internalization choices, but rather the interplay of the 
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geographical point of origin and the institutional specificities of the host country. Home-country 

advantages may include, for example, access to the domestic financing ecosystem, professional 

and business networks, linguistic and cultural proximity, and political-institutional support. 

These factors are particularly decisive for investors originating from Central and Eastern 

Europe, where the home-country background often serves as a conditional determinant of 

internationalization success. 

Second Extension: Categorizing Ownership Advantages for Transitional Economies 

For firms originating in transitional economies, ownership advantages cannot be fully 

captured through the classical distinction of asset-based, transaction-based, and institutional 

advantages. The dissertation therefore applies a two-dimensional system that integrates both 

temporal and typological perspectives. 

In the temporal dimension, it distinguishes between inherited advantages (Oih), originating 

from the pre-transition socialist era, and gained advantages (Og), which developed during 

integration into the market economy. 

In the typological dimension, it differentiates between asset-type, transaction-type, and 

recombinant advantages. This system allows for a more precise identification of the 

heterogeneity of capability development in transitional contexts and the overlapping nature of 

firm-specific advantages. 

Interpreting Temporality through Crisis Episodes 

A further novelty of this dissertation is that temporality is not analyzed as a linear 

developmental trajectory (as in the IDP model), but rather in relation to concrete economic and 

geopolitical turning points. Hungarian firms’ entries into, and investment decisions in, the 

Russian market have been highly dependent on conjunctures and crises: the 1998 Russian 

financial crisis, the 2008 global financial crisis, the 2014 sanctions regime, and the 2022 war 

escalation all visibly reshaped entry strategies, partner selection, and corporate resilience 

mechanisms. 
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Thus, instead of assuming a linear development path, the analysis demonstrates how each 

crisis reinforced certain O, L, I, or H factors, and how these shocks compelled firms to adopt 

specific adaptation strategies. 

The research also highlights that numerous advantages—such as technological know-how, 

brand-building capacity, product portfolio, or political-institutional connections—may 

simultaneously carry inherited and gained elements, and can also be categorized under more 

than one typology. The analysis therefore not only documents these overlaps but also embeds 

them in an analytical framework, showing how the advantages of transitional economy firms 

diverge from the patterns observed among multinational enterprises from developed countries. 

The theoretical framework is thus not merely the application of the classical OLI paradigm, 

but its extension to the empirical reality of transitional economies. The OLIH model enables an 

analysis of Hungarian firms’ investments in Russia that is simultaneously sensitive to the legacy 

of systemic transformation, the structuring role of home-country advantages, the institutional 

challenges of the host country, and the temporality shaped by crisis episodes. 

EMPIRICAL FINDINGS 

Both macro- and micro-level analyses indicate that Hungarian OFDI stock in Russia is 

highly concentrated. The five largest Hungarian subsidiaries account for more than four-fifths 

of the total stock, with the leading company alone representing nearly 60 percent. Such 

concentration renders aggregate statistics highly sensitive to individual corporate decisions: the 

entry, withdrawal, or restructuring of a single large project can distort entire time series. 

Consequently, the data can only be meaningfully interpreted when embedded in a firm-level 

context. While no longitudinal data exist to numerically measure changes in concentration, 

interviews and corporate documents suggest that in a high-risk environment, it has primarily 

been capital-strong, well-embedded, and network-endowed large enterprises that managed to 

sustain a long-term presence, while smaller and medium-sized players have more often exited 

or scaled down their operations. Hungarian OFDI in Russia has therefore become much more 

large-enterprise-driven than diversified. 

Interpretation of the data is further complicated by the presence of measurement distortions. 

Comparisons across Hungarian, Russian, and international sources (MNB, Eurostat, OECD, 
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wiiw, CBR1) reveal significant discrepancies, amounting to several hundred million euros in 

certain years. The primary reasons are the statistical treatment of special-purpose entities 

(SPEs), the accounting of conduit capital, and investments channeled through intermediary 

countries. These factors create inherent tensions in bilateral stock data that can only be 

reconciled by incorporating corporate reports and interview evidence. Triangulation has thus 

proven not supplementary, but indispensable as a methodological tool. 

Firm-level findings reveal that Hungarian companies’ ownership advantages are mixed in 

structure. They encompass both inherited resources and experiences from the pre-transition 

period, as well as capabilities acquired during integration into the market economy. Inherited 

advantages include large-enterprise management routines, business networks established in 

Eastern markets, and, in certain industries, technological legacies dating back to the socialist 

era. Acquired advantages comprise brand-building, marketing and sales competencies, the 

application of international quality standards, and access to international financial resources. 

The two types are not sharply separable: for instance, Richter’s pharmaceutical know-how 

contains both inherited and later-acquired elements, just as large-enterprise managerial 

knowledge stems partly from former state structures and partly from learning in the market 

economy. 

Particularly important were recombinant capabilities, that is, the ability to recombine 

resources and routines. These provided the greatest flexibility in adapting to a turbulent 

institutional environment. Firms combined their pursuit of innovation with existing 

technological knowledge and local partner networks, integrated domestic state ties and pre-

transition business experience with Russian market opportunities. This recombinant character 

illustrates well that the advantages of firms from transitional contexts are rarely purely asset- 

or transaction-based, but often span multiple categories. 

Home-country (H) advantages emerged with special significance. Strong state connections 

at times appeared as inherited, at other times as newly acquired under market conditions, 

demonstrating that political embeddedness was a key competitiveness factor in both eras. 

Among location factors, the size of the Russian market, demand niches, and sectoral growth 

opportunities attracted Hungarian firms. However, alongside these, high political and 

regulatory risks were ever-present, pushing internalization decisions toward local presence and 

                                                           
1 Central Bank of Russia 
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integration. Firms established their own production and sales channels, applied group-level 

coordination, and relied on internal resources to reduce external exposure. These strategies 

proved particularly effective in times of crisis: the 1998 Russian financial crisis, the 2008 global 

downturn, the 2014 sanctions regime, and the 2022 war escalation all created circumstances in 

which internal coordination and proprietary infrastructure ensured operational continuity. 

The empirical findings clearly show that the primary drivers of investments were asset-based 

ownership advantages. Technological know-how, competitive products, and brand reputation 

together formed the foundation that enabled Hungarian firms to strengthen market positions 

and build trust among local consumers and business partners. Closely related were 

organizational knowledge and managerial capabilities, which ensured the efficiency of daily 

operations. Marketing expertise also played a significant role, allowing quick adaptation to local 

consumer needs, while flexible business models sustained presence even in a volatile 

environment. 

In terms of location advantages, solvent demand in niche markets, previously favorable 

growth prospects, and institutional similarities derived from a post-socialist context stood out. 

These provided Hungarian firms with distinctive advantages compared to investors from more 

distant regions. Cultural and economic proximity, as well as the partial transferability of 

institutional experience, proved particularly beneficial during market entry and the early stages 

of operation. 

Internalization decisions also appeared as decisive drivers. Full control acquisition, 

reduction of logistics and customs costs, and market access via local production and sales were 

all factors pushing firms toward local integration. In the sample analyzed, successful operations 

required firms to internalize certain critical activities: building their own distribution channels, 

implementing vertical or horizontal integration, and ensuring process flexibility through group-

level coordination. These measures proved the primary sources of operational resilience during 

crises (1998, 2008, 2014, 2022), enabling firms to continue activity despite shocks. 

Finally, the role of home-country (H) advantages cannot be overlooked. Pre-transition 

networks, bargaining power vis-à-vis state actors, and experience from privatization and 

reorganization all contributed to Hungarian firms’ ability to adapt to the specific challenges of 

the Russian market. These home-country advantages did not merely complement OLI factors 

but often played a decisive role in sustaining long-term presence. 
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The empirical investigation concludes that Hungarian firms’ investments in Russia can only 

be fully understood if home-country advantages are treated on equal footing with O, L, and I 

components. The OLIH model served not only as a descriptive framework but also as an 

analytical tool capable of systematizing the concentrated, crisis-sensitive, and network-based 

character of Hungarian OFDI in Russia. 

 

SUMMARY OF NEW SCIENTIFIC RESULTS (THESES) 

Thesis 1. Extending the OLI Model to OLIH and Reinforcing the Internationalization 

Character 

A central scientific contribution of this research is the extension of the eclectic (OLI) 

paradigm with the dimension of home-country (H) advantages. The theoretical innovation starts 

from the observation that among the classical OLI components, ownership (O) and 

internalization (I) factors do not capture features unique to international activity, as they are 

equally applicable to firms operating purely in domestic markets. The internationalization 

character is primarily given by location (L) factors, since the host country’s attributes illuminate 

the geographic dimension of operations. Yet every country has locational features; therefore, 

the institutional, relational, and knowledge-producing environment of the sending (home) 

country is also a relevant determinant. 

The research argues that the features of the home country should be treated as an independent 

category rather than as a mere sub-variant of the location dimension. This justifies the inclusion 

of the H component, which transforms the OLI model into OLIH. The H dimension 

encompasses the institutional embeddedness of the home country, advantages stemming from 

the financing and regulatory background, relational capital, and opportunities arising from 

cultural and linguistic proximity. This dimension is not a mere add-on; ontologically it 

constitutes a category on equal footing with O, L, and I. 

The novelty of the OLIH model is therefore twofold: it clarifies the territorial dimension of 

internationalization and strengthens the internationalization character of the theory. Alongside 

the general, firm-operation-related dimensions of O and I, L and H together make the 

international nature explicit—through the specificities of the host country (L) and the country 
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of origin (H). This separation underscores that multinational enterprise activity is not only the 

sum of firm resources and organizational logics but is simultaneously embedded in the 

institutional, regulatory, and relational environments of both the home and host countries. 

My empirical investigations show that, on the Hungarian–Russian OFDI sample, the OLIH 

model provides greater explanatory power than the traditional OLI. Case studies and interviews 

clearly revealed that home-country advantages (e.g., financing channels in the Hungarian 

banking system, support from economic diplomacy, or historical-cultural proximity) played a 

decisive role in enabling firms to enter and remain in the market. This demonstrates that 

introducing the H dimension is not merely a theoretical innovation but an empirically warranted 

necessity. 

Overall, the OLIH model represents a developed version of the eclectic paradigm which, by 

distinguishing origin and destination and by elevating home-country advantages to an 

autonomous dimension, becomes—strictly speaking—a theory of internationalization, not only 

a framework for analyzing multinational firm behavior. 

Thesis 2. A Two-Dimensional System of Ownership Advantages Tailored to Transitional 

Economies 

The second key scientific result is a two-dimensional system of ownership advantages 

specifically tailored to firms from transitional economies. In the conventional OLI literature, 

ownership advantages are typically distinguished as asset-type, transaction-type, and 

institutional/organizational advantages. In transitional contexts, however, this breakdown does 

not fully capture the historical layering of capability development nor the frequent overlapping 

nature of advantages. 

Hungarian–Russian case evidence shows that ownership advantages often carry both 

inherited and newly gained elements, and their types do not separate sharply. To address this, 

the dissertation introduces two dimensions. The temporal dimension differentiates between 

inherited (Oih) advantages (stemming from the socialist large-enterprise system and pre-

transition international ties (e.g., management routines, networks in Eastern markets, 

technological legacies) and gained (Og) advantages that emerged during integration into the 

market economy (e.g., access to international finance, brand building, adoption of quality-

assurance standards, modern marketing and sales competencies). 
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The second, typological dimension captures the nature of advantages: asset-type, 

transaction-type, and recombinant. Asset-type advantages include technological know-how, 

product portfolios, and brands. Transaction-type advantages refer to capabilities in efficient 

organization, managing complex market relationships, and building trust. Recombinant 

advantages express the firm’s ability to recombine diverse resources and routines in novel ways 

to adapt to rapidly changing environments. In the Russian operations of Hungarian firms, the 

latter proved particularly important: in a turbulent institutional and geopolitical setting, 

flexibility and combinatory capability were key to sustained survival. 

A major novelty of this two-dimensional system is its analytical handling of overlaps. Many 

advantages (e.g., technological knowledge, political and institutional ties, managerial 

experience) may simultaneously be inherited and gained and fit multiple types. Even so, the 

system provides a structured framework for organizing advantages formed in transitional 

contexts and for revealing their complex nature. 

Empirically, all 23 identified advantages can be fully classified within this two-dimensional 

framework. This confirms that it captures the patterns of capability development in transitional 

firms more precisely than the traditional Oa–Ot–Oi division. The new system helps interpret 

the internationalization of Central and Eastern European firms in light of their own historical 

and institutional embeddedness, rather than solely against the logic of advanced economies. 

Thesis 3. Identifying the Drivers and Advantages Behind Hungarian Firms’ Investments 

in Russia 

The third scientific result is the systematic identification of the drivers and advantages 

underlying Hungarian firms’ investments in Russia. Based on interviews and corporate 

documents, 23 relevant advantages can be identified, each fitting into the OLIH dimensions. 

Ownership advantages include technological know-how, brand and product portfolio, 

organizational and managerial knowledge, and marketing and innovation capabilities. Location 

advantages involve market size, growth prospects, and institutional similarities. Internalization 

advantages are driven by the quest for control, reduction of logistics costs, handling customs 

and regulatory environments, strategic asset-seeking, and the optimization of market access. 

Home-country advantages include bargaining power vis-à-vis state actors, outward orientation 

induced by the small domestic market, pre-transition business ties, inherited and gained forms 
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of strong state connections, dispersed ownership structures, and experience from privatization 

and restructuring. 

Several of the 23 advantages overlap: political ties can be interpreted as both inherited and 

gained; technological knowledge can be both asset-type and recombinant. This indicates that 

firms originating from transitional contexts possess hybrid advantages that only the OLIH 

model can capture in a structured way. 

Taken together, the drivers of Hungarian investments in Russia are best understood as a 

complex configuration: asset-based O advantages provided the foundation for market entry; 

location factors opened opportunities for building positions; internalization choices reduced 

external exposure; and home-country advantages enabled firms to remain in a high-risk 

environment over the long term. All 23 identified advantages fit coherently into this framework, 

which systematically reveals the internationalization logic of Hungarian firms operating in a 

transitional context. 

Thesis 4. Concentration Proposition: Project-Shock Sensitivity of Aggregate Indicators 

The fourth scientific result identifies methodological implications arising from the 

exceptional concentration of Hungarian OFDI stock in Russia. Empirical analysis shows that a 

few large enterprises account for the dominant share: the five largest Hungarian-owned 

subsidiaries together represent more than four-fifths of the total stock, while the top player alone 

approaches sixty percent. This degree of concentration implies that aggregate statistics are 

strongly influenced by individual corporate decisions. The entry, exit, or organizational 

restructuring of a single major project can imprint effects on time series that are misleading if 

interpreted without firm-level context. 

As a consequence, trends in macro indicators often reflect the imprint of individual large-

firm decisions rather than general market logics or processes characteristic of a broad set of 

firms. This is especially true in periods when a major bank, pharmaceutical company, or energy 

player reorganized its Russian operations. Apparent “trends” in aggregate data may in fact be 

driven by highly concentrated movements. 

This methodological recognition made cross-referencing data from multiple sources 

necessary. In addition to comparing the firm-level ORBIS database with the Hungarian 

National Bank’s FDI statistics and international aggregates (OECD, Eurostat, wiiw), semi-
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structured interviews played a key role. These interviews made it possible to reveal the concrete 

corporate decisions and project shocks underlying aggregate series. 

A core methodological lesson is that purely quantitative analysis is insufficient for the 

Hungarian–Russian OFDI case. Causal narratives inferred from aggregate time series often 

distort reality if not anchored in a firm-level interpretive frame. A qualitative-first, quantitative-

complementary approach proved most suitable, as only this combination could uncover the 

decision mechanisms behind the statistical data. 

The concentration proposition underscores that valid analysis of Hungarian OFDI patterns 

in Russia requires integrating firm-level data and interviews. Given the project-shock 

sensitivity of aggregate indicators, qualitative sources are not merely supplementary—they are 

foundational to valid explanations. 

Thesis 5. Data-Quality Proposition: Distortions from SPEs, Conduit Capital, and 

Offshore Intermediation 

The fifth scientific result is the systemic identification of data-quality problems that 

significantly distort bilateral OFDI statistics. In the Hungarian–Russian relationship, it is 

particularly striking that, due to special-purpose entities (SPEs), conduit capital, and offshore 

intermediation, statistical figures often fail to reflect real economic processes associated with 

productive capital. SPEs can formally represent large stocks while being weakly connected to 

actual production or service activity. In cases of conduit capital and offshore intermediation, 

the true geographic and economic destination is blurred, as transactions pass through multiple 

intermediary jurisdictions before reaching the host country. 

As a consequence, bilateral stock figures can differ substantially across Hungarian, Russian, 

and international sources (OECD, Eurostat, wiiw). In some years, discrepancies amount to 

several hundred million euros, particularly distorting for a relatively small investor base like 

Hungary’s. These differences are not merely statistical; they affect analytical validity: purely 

quantitative models (such as gravity models or comparative analyses within the Investment 

Development Path (IDP) framework) are only of limited applicability in this setting. 

Hence the necessity of a qualitative-first, quantitative-complementary strategy in analyzing 

Hungarian–Russian OFDI. Corporate interviews and document analysis enabled the 

interpretation of statistical anomalies, and only on this basis could the real economic process 
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be reconstructed. Uncovering data-quality problems is thus not merely a methodological add-

on but one of the main results of the research: it demonstrates that, in transitional and high-risk 

environments, valid interpretation of FDI data requires the combined use of multiple sources 

and methods. 

The data-quality proposition emphasizes that, due to the distorting effects of SPEs, conduit 

capital, and offshore intermediation, applying purely quantitative inferential models in the 

Hungarian–Russian OFDI context entails substantial uncertainty. A qualitative-first strategy is 

not an alternative but a necessary methodological approach for grasping the real processes 

behind statistical data. 

 

SCIENTIFIC AND PRACTICAL CONTRIBUTIONS 

The scientific contribution of this research lies primarily in advancing the theoretical 

framework. By applying the OLIH model, the dissertation extends the eclectic paradigm with 

the dimension of home-country advantages, thereby enabling a more precise grasp of the 

territorial character of internationalization. Elevating the characteristics of the sending country 

to an explicit, autonomous category offers a new perspective for analyzing the international 

expansion of firms originating from transitional economies. Through the H dimension, it 

becomes clear that the performance of multinational enterprises is determined not only by the 

host country’s locational endowments and by internal firm resources, but also by the structuring 

force of the home country’s institutional, relational, and financing background. 

A second pillar of novelty is the two-dimensional system of ownership advantages tailored 

to transitional economies, which analytically organizes capability development along temporal 

(inherited vs. gained) and typological (asset-type, transaction-type, recombinant) axes. This 

system not only provides a more accurate account of Hungarian firms’ experience in Russia, 

but is also applicable (more generally) to the post-socialist region. Taken together, the dual 

extension (the OLIH model and the two-dimensional ownership-advantage system) allows for 

a better description of region-specific internationalization patterns and contributes to the 

theoretical embedding of the transitional context, which has been underrepresented in the 

international business literature. 
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The research has practical relevance on several levels. In investor due diligence, O–L–I–H-

based diagnostics support project selection by systematically identifying the firm’s advantages 

and their fit with host-country conditions. This enables decision-makers to better assess the 

foundations and risk exposure of a given investment. The identification of data-quality issues 

(especially the distorting effects of SPEs, conduit capital, and offshore intermediation) also has 

direct practical value, as it improves the information base of investment decisions and enables 

a critical, multi-source interpretation of statistical data. 

The findings further inform risk-management practice. The analysis of internalization 

choices highlights that local embeddedness and the development of proprietary sales, 

production, or coordination structures are not merely efficiency concerns, but fundamental tools 

of resilience. In turbulent environments (such as the Russian market under the post-2014 

sanctions regime and following the 2022 war escalation), local internalization reduces external 

exposure and ensures operational continuity. 

In sum, the dissertation’s scholarly value lies in providing a new theoretical framework for 

examining internationalization processes originating in transitional economies, while its 

practical relevance lies in identifying the factors and strategies that allow firms to maintain a 

sustained presence even in high-risk environments. 

 

LIMITATIONS AND FUTURE RESEARCH DIRECTIONS 

The principal limitations of the research stem from temporal and sampling constraints. The 

analysis focuses primarily on the period prior to 2022, hence the full effects of post-war 

structural realignments are not yet observable. New sanctions introduced in the wake of the war 

in Ukraine, growing economic isolation, and internal transformations of the Russian economy 

are factors that materially influence the presence of Hungarian firms, but their long-term 

consequences can only be fully explored by future research. 

A further limitation concerns sampling: the study concentrates on relatively few but high-

weight firms. Methodologically this is justified, given the extreme concentration of Hungarian 

OFDI in Russia, where a handful of leading actors account for most of the total stock. 
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Nonetheless, this approach constrains external validity: the conclusions apply primarily to 

large-firm strategies and can only be generalized cautiously to smaller, less embedded players. 

Several avenues emerge for future research. First, panel-style, firm-level data collection 

would be useful to enable systematic examination of temporal dynamics, crisis responses, and 

longer-term strategic shifts. Second, comparative case studies should be conducted with other 

transitional and “latecomer” investment destinations (such as Central Asia or China) which face 

similar institutional challenges but differ in geopolitical context. 

An additional promising direction is to incorporate a value-chain perspective. Hungarian 

firms’ international presence is realized not only via direct investment, but also through trade, 

technological, and other linkages. Investigating non-FDI forms of integration (e.g., supplier 

chains, licensing agreements, R&D collaborations) can contribute to a fuller understanding of 

internationalization. Mapping positionality within value chains may be especially relevant for 

resilience, since firms’ robustness depends not only on their direct investments but also on their 

network ties. 

The dissertation’s results present the internationalization of Hungarian firms within a 

specific historical and institutional context. The main challenge—and opportunity—for future 

research is to interpret these experiences in broader comparative perspective, leveraging new 

data and methods to uncover the generalizable lessons for corporate strategies in transitional 

economies. 
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