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Specifika podnikani v Indii pro vybrané ¢eskeé firmy
Anotace

Tato diplomova prace se zabyva problematikou podnikani ¢eskych firem v Indii. Cilem
ovliviuji podnikani v Indii, a posoudit, jak ovliviuji strategie vybranych spole¢nosti na
indickém trhu. Teoretickd ¢ast se vénuje vymezeni zékladnich pojml v oblasti
mezinarodniho podnikani, mezinarodnich firem a kultury. V praktické ¢asti je nejprve
provedena analyza podnikatelského prostfedi v Indii, po které nasleduje analyza
jednotlivych firem. Vysledkem je vyhodnoceni vlivu jednotlivych faktord na
implementované strategie téchto spole€nosti. Provedenou analyzu doplfuji
rozhovory s jednotlivymi zastupci Ceskych firem a odborniky z praxe.
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Annotation

This master's thesis deals with the issue of doing business in India for Czech
companies. The thesis aims to identify the main cultural, legal, and economic factors
that affect doing business in India and to evaluate how they impact the strategies of
selected Czech companies operating in India. The theoretical part is devoted to the
definition of basic concepts in the field of international business, multinational
companies, and culture. In the practical part, an analysis of the business environment
in India has been carried out. A study of the selected Czech businesses follows. The
impact of individual factors on the implemented strategies of chosen Czech firms is
then assessed. Finally, interviews with practitioners and individual representatives of
selected businesses complete the analysis.
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Introduction

In a globalized world, businesses constantly seek opportunities to expand their
horizons and enter emerging markets. One such market that has gained significant
attention in the recent years is India. It is widely expected to become an economic
powerhouse in the future, mainly thanks to its demographic development and
economic growth (PWC, 2017). Untapped potential is one of the main reasons, why
increasingly more companies try to enter the Indian market. As of 2023, several
Czech companies are operating there. From smaller exporting companies with Indian
sales representatives to large multinational corporations with subsidiaries and
manufacturing plants. (EOI Prague, 2024)

This master's thesis explores the specifics of doing business in India for selected
Czech companies. Its primary goal is to identify the main cultural, legal, and economic
factors that affect doing business in India and to explore how they impact the
strategies of these companies.

This thesis is divided into four main chapters. The first chapter describes the
elementary concepts such as international business, international markets, and
multinational companies. In addition, it focuses on the importance of culture in

international business.

The second part deals with the analysis of the business environment in India.
Furthermore, it also picks out the main factors that influence business in India.

The third chapter is devoted to case studies of selected Czech companies that
operate in the Indian market. Special attention is given to their general strategies and
how they adapt to individual specifics of this market both internally and externally.

The last chapter evaluates the impact of individual factors on the implemented
strategies of the selected Czech companies. The analysis is completed with

interviews with practitioners and individual representatives of these companies.
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1 International Business

International business (IB) is an indispensable part of today’s world. Its role has
significantly increased in the last century, mainly because of globalisation and the
fact that no country can produce all commodities to fully meet its own needs. This
applies to both developed and developing countries. (Sharan, 2012)

Sharan (2012) defines IB as business activities that cross the domestic borders of a
company. These activities consist of transactions of economic resources such as
goods, services, international production, and capital. Hence, IB also includes foreign
investment, especially FDI. Grozdanovska et al. (2017) look at IB from a slightly
different view. According to them, IB consists of devised transactions, which are
implemented through national borders, and realized within the process of
globalisation of business. Johnson and Turner (2003) say that IB is a business with
an additional layer of complexity that occurs from engaging in cross-border business
transactions. The decision-making processes of businesses can be significantly
impacted by this trait, which presents unique issues for the governance of the
business environment and the management of diversity in culture and business
practices. Furthermore, they also put an emphasis on multinational companies
(Johnson and Turner, 2003). For Dunning and Lundan (2008) IB is an important field
of research. They aim to comprehend the activities and behaviour of companies that
own, influence, or control value-adding activities outside the borders of their home

country.

Johnson and Turner (2003) focus on the managerial and strategic part of IB. Sharan
(2012) uses a more general economic approach while not overlooking the necessity
of strategic adaptation. Grozdanovska et al. (2017) highlight globalisation as an
important factor in IB. Dunning and Lundan (2008) add that IB is also a research field

seeking a better understanding of a global economy.

In conclusion, different authors concur that IB consists of cross-border business
activities such as transactions of goods, services, and capital. This transaction is
happening in a globalized business environment and affects the decision-making of
companies, mainly of MNCs.

16



1.1 Globalisation

Globalisation is an important driving force behind IB. Dey (2007) explains globalisation
as a cultural and social process, that results in an increasingly interconnected world.
As a side effect of this integration, people are becoming more and more exposed to
various different ways of thinking and cultural values. Dey (2007) describes that
“globalisation is about getting an organisation into a position of doing business in any
market it chooses” - indicating that it is a process that eliminates borders.
Grozdanovska et al. (2017) add that globalisation heavily influences the economic
interdependence of nations. Held et al. (1999) explain that there are three different
schools of globalisation, each understanding its essence differently.

o Hyper-globalist school: According to hyperglobalists a result of globalisation is
a unified global economy. It leads to denationalisation of economic activities and
a borderless economy, that needs to accommodate global market forces.

e Sceptical school: As opposed to hyperglobalists, the sceptical view believes in
inter-nationalisation, where economies remain defined and national economic
politics stay effective. The flow of economic resources can therefore still be
influenced by individual economies.

o Transformationalist school: Transformationalists provide a third point of view on
globalisation. They interpret globalisation as a set of processes, rather than an
end-state. The processes represent a change from a national to a
transcontinental pattern of human organization. In conclusion, the distinction

between domestic and global affairs becomes unclear. (Held et al., 2000)

Regardless of the definition, it is evident that globalisation impacts corporate
strategies and influences the way companies nowadays operate. (Johnson and
Turner, 2003)

1.1.1 Advantages of globalisation

Depending on the situation, globalization has a variety of benefits: increased
competition, better mobility of labour, and improved international relations. Higher
competition theoretically leads to a higher quality of goods, lower consumer prices,
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and a bigger variety of brands. For businesses, globalization presents an opportunity
to benefit from economies of scale. (Donelly, 2022). In addition, firms can establish
foreign subsidiaries and use this opportunity to lower their costs, get closer to target
markets, access resources, or operate with more favourable government regulations.
(Johnson and Turner, 2003)

1.1.2 Disadvantages of globalisation

Firstly, globalisation may cause disproportionate growth within and between nations
and induce migration from developing countries. Although Di Giovanni et al. (2008)
believe that these problems are not an outcome of globalisation, arguing that there is
not enough globalisation in the most problematic countries. Secondly, many major
environmental concerns have been related to increased globalization. These issues
include deforestation, pollution, greenhouse gas emissions, and loss of biodiversity.
Lastly, increased competition can result in disadvantaged companies and workers -
individuals who lose their jobs and are then inclined to elect political parties that
pursue protectionist measures. (Stobierski, 2021)

1.2 Competing in international markets

Trade in goods and services plays a crucial part in IB. According to economic theory,
the main reason for international trade of goods and services is absolute and
comparative advantage. Absolute advantage is an economic concept developed by
the father of modern economics, Adam Smith, stating that entities should specialize
in goods they can produce efficiently. A country, or a company with lower production
costs should specialize in the production of that specific good and export the
production surplus which is not demanded by the domestic market. The production
capabilities of a business entity depend on multiple factors such as: labour costs,
access to natural resources, and available capital (Segal, 2022). A more holistic
approach to international trade was later introduced by David Ricardo — saying that
countries can benefit from trade even if they do not have such an absolute advantage.
Comparative advantage recommends that countries and companies should engage
in international trade by exporting of goods that they have a relative advantage in.
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These are goods, that companies can produce with a lower opportunity cost than its
trading counterparts. An opportunity cost is a potential gain that someone forgoes
while choosing one alternative over another. (Hayes, 2023)

According to Sharan (2012) the main incentive for IB is usually maximisation of
corporate wealth and preservation of competitive edge. Export of goods is especially
crucial, when the domestic market becomes saturated, and a company is trying to
gain access to a larger market. For instance, a firm can try to minimise its cost by
moving some of its operations abroad — by making use of cheaper labour there. Once
the demand for a company’s product matures in the foreign market, it is in the best
interest of the company to start production there. However, to establish foreign
production, it is necessary to transfer technology and usually also to invest a lot of
capital. (Sharan, 2012)

Every country has a unique market and a specific business environment with
distinctive features. A company needs to take these factors into account when
deciding whether to do international or domestic business (Grozdanovska et al.,
2017). Competing in international markets involves both significant threats and great
opportunities. (Reed et al., 2020)

1.2.1 Advantages of competing in international markets

According to Reed et al. (2020) there are three major reasons for engaging in

international markets.

e Access to new customers: Gaining access to new customers can attract
companies into foreign markets (Reed et al., 2020) Especially countries such as
China and India appeal to companies as they account for more than 2,8 billion
people (O'Neill, 2024). With a growing standard of living, Chinese and Indian
inhabitants can afford to buy goods and services that are not necessary for life.
(Reed et al., 2020)

e Cost advantages: In pursuit of lower costs, many companies try to enter foreign
markets and take advantage of economies of scale (Donelly, 2023). Numerous
companies try offshoring to gain a cost advantage (Reed et al., 2020). Offshoring

refers to the shift of production and relocation of jobs to foreign subsidiaries
19



(Chang, 2012). Furthermore, MNCs can optimize their tax burden by taking
advantage of transfer pricing. Transfer pricing refers to relocation of profits to
countries with lower tax rates. (Kalra and Afzal, 2023)

» Risk diversification: “Do not place all your eggs in one basket” is an old saying
explaining why it can be beneficial for companies to operate in multiple countries.
To give an example: Japan was seriously affected by natural disasters in 2011.
Nevertheless, large Japanese car manufacturers were not as heavily impacted by
the outcome of these events as some of the smaller Japanese businesses. They
withstood the crisis by operating in multiple countries and not fully relying on the
Japanese market as their only source of revenue and production. (Reed et al.,
2020)

1.2.2 Disadvantages of competing in international markets

Although it might seem lucrative to compete in international markets, companies need
to properly assess the risks before entering new markets. A useful tool for a firm
considering international diversification can be PESTLE analysis (Reed et al., 2020).
The PESTLE model enables managers to pinpoint the macroeconomic variables that
should be considered for the development of the business. It includes six categories
of macroeconomic factors - political, economic, socio-cultural, technological, legal,
and environmental. The main objective of PESTLE analysis is to conceptualize future
scenarios and to make correct decisions that influence the future of a company
(Alanzi, 2018). Porter's five forces model is another practical analytical tool for
identifying how much potential exists in an industry. The forces are rivalry among
existing competitors, threat of new entrants, threat of substitutes, power of suppliers
to an industry, and power of industry’s buyers. When all five forces are strong, there
is only a little potential for profit in the industry. If none of the forces works to
undermine profit, it is an ideal situation for market entrance. Usually, most industries

are located somewhere in the middle of the spectrum. (Reed et al., 2020)

Reed et al. (2020) believe that the main risks in IB involve political, economic, and
cultural risks. Sharan (2012) adds that the management function in IB regarding

human resources (also HR), accounting, production, and marketing heavily differs
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from a standard management function in domestic business. These factors contribute

to the overall complexity of competing in international markets. (Sharan, 2012)

Competing in a foreigh market can be very difficult if the market is quite different from
the domestic one. The CAGE framework can be helpful when assessing the likelihood
of success in different target countries and analysing different business
environments. It consists of four dimensions of distance — cultural, administrative,
geographic, and economic (see table 1). The risk increases with increasing distance
in any of these dimensions. Distance in this example stands for the difference
between the domestic and host country. (Reed et al., 2020)

Table 1: CAGE framework

C A G E
differences in culture administrative functions geographic barriers economic disparities
societal customs, communication, .
- - GDP per capita,
values, legal systems, physical distance, -
2 - purchasing power,
language, political systems time zone, . .
- - disposable income
history infrastructure

Source: own processing based on (Reed et al., 2020)

The line between success and failure in IB is very thin. Therefore, it is necessary to

focus on the correct market and choose an appropriate entry mode.

1.3 Types of operations in international business

The choice of entry mode depends on several factors and is crucial for success in IB.
For instance, different firms favour different degrees of involvement. A company that
prefers the least amount of involvement can decide to export its products and not be
involved in any other way, while other companies prefer maximum involvement.
Therefore, the entry mode in IB heavily depends on whether the company can make
such an investment. Furthermore, the business environment of a target country is
another significant factor. Each entry mode option has its benefits and drawbacks
(Sharan, 2012).

According to Sharan (2012) there are four main factors, that influence the choice of
an entry mode — corporate objective, corporate capability, host country environment,
and perceived risk (see table 2).
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Table 2: Factors influencing the choice of entry mode in international business

Corporate Corporate . . .
.p . pora Host country environment Perceived risk
objective capability
profit - . culture, political and legal environment, degree of risk,
financial ) - . .
VS. - economic environment, market size, control-risk,
position L - .
control shipping costs consideration

Source: own processing based on (Sharan, 2012)

Chen (2008) points out that entry speed is another crucial factor, as some companies
prefer to enter a foreign market immediately —through acquisitions - rather than with
a delayed entrance in a form of a greenfield investment. Firms take into consideration
the industry they are entering, as some industries are evolving more swiftly than
others and require instant action. (Chen, 2008)

There are several entry modes in IB, starting with exporting as a mode with the lowest
risk and lowest involvement. On the other end of the spectrum lies FDI, as it requires
a high level of involvement and a high level of risk. Reed et al. (2020) and Bhandari
(2018) concur, that the first three options of entry are exporting, licensing, and
franchising. Their definitions differ in the riskiest entry modes, as Reed et al. (2020)
differentiate from special modes of entry and FDI (see table 3), while Bhandari (2018)
focuses on individual entry modes such as joint venture, acquisition, and greenfield
investment. Nevertheless, all options require a certain amount of involvement,
investment of capital, and a risk that comes from the investment. The higher the risk,

the higher the potential reward. (Reed et al., 2020)

Table 3: Entry mode options in international business

Entry mode options Involvement Risk
indirect exporting low low
Exporting direct exporting low/medium low/medium
intra-corporate transfers low low
Licensing international licensing medium low/medium
Franchising international franchising medium low/medium
contract manufacturing medium low/medium
. business process outsourcing medium low/medium
Special modes - -
management contracts medium low/medium
turnkey projects medium low/medium
FDI without alliances greenfield strategy high high
FDI with alliances merggrs; and acquisitions h!gh h!gh
joint ventures high high

Source: own processing based on (Reed et al., 2020)

In summary, entering a foreign market has its upsides and downsides (see table 4),
regardless of the entry mode. It is impossible to do IB without any risk — whether it is
political, economic, cultural, or a risk that arises from cooperation with foreign

partners. (Reed et al., 2020)
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Table 4: Benefits and drawbacks of individual modes of entry in international
business

Entry.mode Advantages Disadvantages
options
. simplest mode, less risk, limited required co;tg of trapsport,'comp!exny of th.e
Exporting finance logistics, tariffs on incoming goods in
some countries
. . one party can affect the other, scope for
. . for the licensor - relatively low - -
Licensing . < . misunderstanding, less market
investment and low financial risk L
opportunities
for the franchisor - entrance of global international franchising is more
_ markets with low investment and lower complicated than domestic franchising,
Franchising - - - - - -
risk, worldwide learning from the scope for misunderstanding, possible
franchisees leakage of trade secrets
company selects the best location, a company must follow the rules and
Greenfield possibility to have its own policies, regulations of the host country (in terms
strategy human resources management, gestation of the construction of the buildings,
period to understand the host market recruitment of employees)
Acquisition immediate gwntlersmp of the acquired a complex task from a legal standpoint
firms' resources
. spread of the r'|sk between partngrs, potential for conflicts and disputes,
Joint Venture | synergy effect, it makes larger projects ., -
possible slower decision-making process

Source: own processing based on (Bhandari, 2018), (Sharan, 2012) and (Reed et al., 2020)

1.4 Foreign direct investment

According to CNB (2019), the foreign direct investment (thereinafter FDI) “reflects the
aim of obtaining a lasting interest” by a direct investor in a direct investment
enterprise. Therefore, this investment usually results in a certain non-negligible
degree of control over how the business is run. A direct investor is defined as a non-
resident, that owns at least 10% of the equity of a company (Duce, 2003).
Furthermore, direct investment enterprises can be divided into associates (10% -
50%), subsidiaries (more than 50%), and branches owned fully by a direct investor
(CNB, 2019). FDI helps to bridge the resource gap between developing and
developed countries. For less developed countries, FDI is an important tool when it
comes to obtaining latest technology and large amounts of foreign exchange
resources. In addition, it develops managerial capabilities and often offers numerous
vacant positions for domestic labour. All in all, it is an essential element of a nation's

economic behaviour (Sharan, 2012).

The biggest recipients of FDI inflow are traditionally developing economies — with an
increasingly higher number of greenfield projects. Although FDI has overall declined
in 2022 due to the impact of Covid-19 and political instability, FDI flows to developing
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countries reached the highest amount ever recorded - $916 billion (see table 5).
Among all developing countries, India is the largest recipient by number of projects.
In both greenfield investments and international project finance deals. (UNCTAD,
2023)

Table 5: Global FDI flows in years 2020 — 2022

in $ billion FDI inflows FDI outflows
year 2020 2021 2022 2020 2021 2022
world 962 1478 1295 732 1729 1490
developed countries 315 597 378 350 1244 1031
developing countries 647 881 916 382 485 459

Source: own processing based on data from (UNCTAD, 2023)

There are many ways a domestic investor can obtain voting rights in a foreign
corporation. The most common ones are mergers and acquisitions, strategic
alliances, joint ventures, and the establishment of subsidiaries and branches in a
foreign country. FDI has obviously its advantages, but also many disadvantages,

depending on the point of view. (CFI, 2023)

1.4.1 Advantages of FDI

According to Calimanu (2021), FDI can boost the overall economy of a country. In
most instances, it creates new job positions, reduces the unemployment rate, and
develops human capital. Besides that, it usually introduces new technology and
increases competition and the efficiency of an industry. Furthermore, FDI inflow can
improve the exchange rate stability of a developing country — supporting a nation’s
central bank in maintaining a healthy reserve of foreign exchange from investment

inflows as well as increased exports. (Calimanu, 2021)

1.4.2 Disadvantages of FDI

On one hand, FDI has a positive impact because it increases competition and forces
local companies to become more competitive. On the other hand, fierce competitors
such as large MNCs can drive out local companies and force them out of business.
Another major drawback of FDI is profit repatriation. Firms that do not reinvest profits
back into the host country are the main reason for significant capital outflows in later
years, especially from developing countries. (CFI, 2023)
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According to Herzer (2012), FDI has generally a negative effect on the economic
growth of developing countries. Herzer (2012) states that FDI can reduce productivity
of a host country, especially when it comes to resource-rich developing countries. In
these countries, FDI is often concentrated in the primary sector and does not result
in spillovers of knowledge into the local economy. In addition, Herzer (2012) argues
that impact of FDI depends on the level of local human capital, that is often lacking in
developing countries. Kurtishi-Kastrati (2013) adds that other drawbacks of FDI
include harmful impact on the environment or taking advantage of inadequate local
labour rights. In addition, large inflow of FDI can also lead to an overvaluation of a
local currency. Therefore, resulting in a long-term decreased competitiveness and
contributing to unemployment. (Chen, 2021)
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2 Multinational companies

Multinational companies play a pivotal role in IB (Johnson and Turner, 2003).
According to Lazarus (2001) an MNC is a business entity whose operations are spread
throughout more than two countries. The degree to which MNCs engage in
multinational operations varies. The economic definition places a strong emphasis on
the ability of owners and top managers to effectively control the operations of foreign
subsidiaries. Thus, MNC is the product of FDI. (Lazarus, 2001)

Mayrhofer and Prange (2015) say that MNCs are companies that engage in FDI and
control value-added activities in multiple countries. These activities most commonly
take the form of subsidiaries, minority equity investments, or joint ventures. A typical
trait of MNCs is integration into numerous networks that change over time and are
influenced by local governments. (Mayrhofer and Prange, 2015)

Considering that an MNC significantly differs from a local firm in terms of capital,
technology, capabilities, and access to international markets, there is a possibility of
major spillovers. Spillovers are positive externalities that occur from the presence of
MNCs in a developing economy (Rugraff and Hansen, 2011). Therefore, MNCs can
positively influence the technological development of a country. (Ali et al., 2023)
Spillovers occur either directly (through licensing, franchising, subcontracting) or
indirectly (spillovers on local competitors). Furthermore, spillovers most commonly
take the form of knowledge externalities such as technology and know-how. (Rugraff
and Hansen, 2011)

Dunning and Lundan (2008) add that the main reason for engaging in foreign
production is to increase the value of income-generating assets. Therefore, MNCs
aim to gain profit for their owners. They try to accomplish that goal by coordinating
their existing assets with the configurations of countries. (Dunning and Lundan, 2008)

All in all, MNCs control value-added business activities in multiple countries and are
embedded in several networks. On top of that, they generally have more resources
at disposal than their local competitors and apply more advanced technologies and
methods, which tends to result in spillovers of knowledge.
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2.1 Traditional theories of multinational companies

Multiple theories try to explain why and when MNCs emerge — the specific reasons
differ in each of them.

¢ Internalization theory: Internalization theory states that MNCs emerge when the
benefits of internationalization exceed the costs, depending on location factors.
It is stated that the net benefit of internalization is positive if a company is found
to be an MNC. Hence, it is asserted that the net benefit is negative if it is not an
MNC. Internalization theory assumes that firms maximize profit and managers
make rational decisions that protect the interests of shareholders (Buckley and
Casson, 2020). Internalization theory sees the MNC as a response to market
failure. (Strange, 2018)

o Eclectic paradigm: The eclectic paradigm, also known as the OLI framework, is
a paradigm that includes many explanations for the cross-border value-adding
actions of businesses. Furthermore, it can be used for determining if an FDI is
attractive for a company. FDI can be beneficial if a company has three
advantages - ownership, location, and internalization advantages. O-advantages
mostly take the form of privileged possession or access to unique and valuable
intangible assets. L-advantages include geographic advantages and other
location advantages such as low-cost raw materials, cheap labour, and lower
taxes. I-advantages reflect greater organisational efficiency. OLI characteristics
vary according to the circumstances of a country, industry, or firm. (Dunning and
Lundan, 2008)

o Evolutionary theory: The evolutionary theory claims, that firms are social
communities that possess tacit knowledge embedded in their employees and
routines. Companies compete based on information, knowledge, and their ability
to develop and exploit new knowledge. Transfer of knowledge is costly, and the
difficulties increase the more tacit the knowledge is. Evolutionary theory claims
that the transfer of such knowledge can be most efficiently done within an MNC.
Therefore, MNCs do not arise due to the failure of markets, but rather thanks to
their capability to efficiently transfer knowledge across borders. (Strange, 2018)

All three theories give an overview of the emergence of MNCs but overlook an

important aspect of decision-making. In an ideal situation, MNC is its own decision-
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making entity, but that is usually not the case as they need to consider important
stakeholders (mainly controlling shareholders) and their influence on strategic
decision-making. Different stakeholders vary in terms of objectives and attitudes
towards risk. Thus, the application of these theories on a firm is always unique.
(Strange, 2018)

2.2 Conflicting forces of multinational companies

Every MNC is faced with an important decision — whether to adapt or standardize
when it comes to its products, services, or business practices. This choice depends
on the specifics of a foreign market where MNC operates (Eckert, 2023). The decision
should correspond with the international strategy chosen by the company (Reed et
al., 2020). On one hand, different markets can vary in terms of cultures, regulations,
and preferences - resulting in a diverse environment with a necessity to adapt. On
the other hand, standardized practices are often desired by MNCs (Kristiansen and
Schweizer, 2022). Coordination is required to unify all operations and organizational
divisions under a single strategy. It is a process of integrating internationally
dispersed activities across subsidiaries (Morschett et al., 2015). Standardization and
drive for homogeneity can be reached through instruments of coordination and
integration. (Eckert, 2023)

2.2.1 Instruments of coordination

Instruments of coordination can be divided into two main groups based on different
point of view - processual and structural, or formal and informal (see table 6).
Processual instruments take place during an ongoing managerial process, while
structural instruments serve a function of a prerequisite for coordination. The higher
the interdependency between a headquarters (thereinafter HQ) and a subsidiary, the
higher the necessity for coordination between them (Eckert, 2023).

Formal mechanisms are often written, while informal mechanisms are more subtle and
consist of things such as personal contacts, meetings, management trips, or transfers
of managers. In general, multiple coordination instruments are used at the same time.

(Morschett et al., 2015)
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Table 6: Coordination instruments of MNCs

Coordination instrument Example
corporate culture, transfer of managers, visits, personal
directions, self-coordination
formal reporting systems, formalization, centralization,
planning systems
legal form of the HQ and its units, contractual
relationships between the units, ownership structures
organizational structure — differentiated, integrated,
and hybrid

Person-oriented

Processual
Technocratic

Legal

Structural
Organizational

Coordination instrument Example
organizational structure, centralisation, formalisation
and standardization, planning
lateral or cross-departmental relations, informal
communication, hormative integration
Source: own processing based on (Eckert, 2023) and (Morschett et al., 2015)

Formal

Informal

Managing geographically distant and heterogeneous subsidiaries is a crucial

component of international management. (Kristiansen and Schweizer, 2021)

2.3 International management

According to Mead and Andrews (2009), international management is the concept of
staffing, planning, and control of international business activities. It can also be
defined as the generation and transfer of knowledge across organisations from
different countries (Mead and Andrews, 2019). Furthermore, it is characterized as a
process of achieving goals. To successfully achieve their goals, MNCs need to
consider the balances in the global environment by effectively coordinating the
process of their resources. Therefore, it is an element of coordination of material and
human resources. (Adiguzel, 2019)

Moreover, Jagersma (2005) understands international management as a way of
managing the mission, vision, and plans coming from the HQ of a company. Another
important role of international management is examining economic and political

factors that influence foreign subsidiaries. (Jagersma, 2005)

Furthermore, international management is about how companies remain international
in scope. Managers of MNCs must have sufficient knowledge about cultural, legal,
political, and social differences among countries. Understanding the cultural values
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of foreign employees is especially crucial for a manager’s success. (Ubreziova and
Formankova, 2012)

All'in all, international management is a bridge between the plans and goals of MNCs.
It is a way of surviving in an international business environment. Compared to
domestic management, it includes factors such as interculturality, different legal
systems, economic factors, and political factors of foreign countries. These factors
impact the way MNCs manage foreign subsidiaries. Another important factor
influencing international activities of MNCs is a choice of a strategy.

2.3.1 International business strategy

According to Bhandari (2018) four methods are commonly used by MNCs for

formulating and implementing strategies.

o Administrative coordination: Instead of employing a predetermined economic or
political strategy, MNC bases its strategic decisions on the merits of the particular
situation. This approach is useful when expanding into specific markets where
standardization of operation is not possible. Flexibility of decision-making plays
a major role. A good example of a company using administrative coordination is
Walmart, especially during its expansion into Latin and South America, where it
encountered several difficulties.

o Economic imperative: An approach used by MNCs that offer homogenous
products and focus on cost leadership, segmentation, and differentiation.
Because the product does not usually require modification to suit specific
markets, the company can use a worldwide strategy. This includes industries
such as steel, cars, motorcycles, and chemicals. This strategy is also suitable for
and applicable to generic goods. Typical company using this imperative is Tesla.

o Political imperative: The political imperative is used by companies that need to
respond to specifics of individual markets and alter their products. This is a
complex approach to strategic planning. An example given by Bhandari (2018)
focuses on Coca-Cola’s failed attempts to enter the Indian market. In 1993, Coca-
Cola acquired an Indian version of its soft drinks, in attempts to weaken
competition. Nevertheless, local customers were not interested in Coke, resulting
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in Coca-Cola switching focus to its newly acquired brand Thums Up. Nowadays,
it is the company’s biggest seller in India (Ranipeta, 2022). All in all, Coca-Cola
had to alter their product portfolio offered in India to satisfy customers and be
successful in a specific market.

e Quality imperative: Bhandari (2018) says that the quality imperative focuses on
the quality of the product as the most important factor of an international
business strategy. Companies focusing on quality imperative often use total
quality management. Toyota is a classic example of a company focusing on
quality as a competitive tool. (Talha, 2004)

Large MNCs try to combine the four approaches to strategic planning, mostly
focusing on the economic, political, and quality imperative. In addition, they aspire to
coordinate their strategies both regionally and globally. (Bhandari, 2018)

Reed et al. (2020) offer a slightly different perspective on international business
strategies. Two main pressures influence international strategies — cost pressure and
local responsiveness pressure (see table 7). Companies choose how much they
respond to these pressures. A choice of a strategy is based on this decision. (Reed
et al., 2020)

Table 7: Four international business strategies

S Transnational
(o)
T Global strategy strategy
g
=
[7]
(7]
0
S
o
@
S
% International Multidomestic
—~ strategy strategy
Low High
Local responsiveness pressure

Source: own processing based on (Bhandari, 2018) and (Reed et al., 2020)

¢ International strategy: Companies that use this strategy attempt to sell their
products internationally with barely any changes. Furthermore, they are not
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pursuing cost leadership. Customers buy their products because of their brand.
An example of a company pursuing international strategy is Harley-Davidson.

e Multidomestic strategy: Firms pursuing multidomestic strategy do not
emphasize cost leadership but rather adapt their products to local preferences.
For instance, Netflix offers a customized programming on its channels in
numerous countries — recommending and preferring local TV shows over
American shows. Another example is Heinz in India. Heinz has modified the recipe
of their signature ketchup to suit local Indian tastes.

¢ Global strategy: This approach is the opposite of a multi-domestic strategy. The
global strategy focuses on cost leadership and economies of scale. Some minor
changes to the product can be made, but in general, companies that use this
strategy try to offer the same products or services in each market. A typical
company using global strategy is Microsoft. The only thing Microsoft adjusts is
the language of its software programs and other products.

o Transnational strategy: Transnational strategy is a compromise between a
global and multi-domestic strategy. It is a way of balancing efficiency with
adaptation. An example of a company following this strategy is McDonald’s.
McDonald’s maintain the core of their menu worldwide, while offering some
additional local specialties such as wine in France or McArabia Chicken sandwich
in Saudi Arabia. (Reed et al., 2020)

All'in all, companies operating in IB must respond to various pressures that influence
their choice of strategy. The strategy of a company is also dependent on a mode of
entry into business transactions across borders. The effective implementation of
international strategies also heavily relies on the activities of MNCs being adequately

coordinated (chapter 2.2.1). (Kristiansen and Schweizer, 2021)

2.4 Subsidiaries and parent-subsidiary relationships

Subsidiaries of MNCs operate in complex international environments. Thus, their
management poses significant challenges. The MNC subsidiary is an organizational
unit, that is located outside of the home country, and it competes and collaborates
with local companies. What distinguishes subsidiaries from local companies is their
multiple embeddedness, given that they are part of the host economy as well as the
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MNC. The role and organisational structure of each subsidiary differ in terms of the
motivation of its establishment — objectives and performance criteria that are set by
the HQ. (Meyer et al., 2020)

Hoffman (1994) states that the parent-subsidiary relationship has changed from a
control-centred relationship to a strategic-oriented relationship, as subsidiaries are
no longer considered as a pipeline from HQ to a specific market. Rather, the emphasis
lies more on each subsidiary's unique capability to increase the competitive
advantage of the whole MNC. Hoffman (1994) put together multiple studies about the
different roles of subsidiaries and highlighted several factors that influence them.
They include factors such as the importance of the local market, competence of the
subsidiary, dependence on the HQ for key capabilities, organisational relationships,
and multiple others. (Hoffman, 1994)

Meyer et al. (2020) consider the main elements that impact the roles of subsidiaries
to be: motives of FDI, integration responsiveness (based on the concept of
standardization and adaptation), knowledge contribution types, and position in the
global value chain of the MNC.

According to Victoria and Dipak (2014), the HQ-subsidiary relationship is dependent
upon how the decision-making process is organized. Some companies prefer
bureaucratic control of subsidiaries, while others rely on organizational culture as a
control mechanism. They divide the roles of subsidiaries based on a typology from
Bartlett and Ghoshal from 1988. According to them, subsidiaries have four generic
roles depending on their strategic importance and their competencies (see table 8).
The roles are called: the strategic leader, the implementer, the contributor, and the
black hole. (Victoria and Dipak, 2014)
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Table 8: Four generic roles of subsidiaries
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Source: own processing based on Bartlett and Ghoshal’s typology from (Victoria and Dipak, 2014)

Later, Hoffman (1994) proposed to expand the model with an additional factor — the

MNC strategy (see figure 1). According to his model, there are eight different roles of

subsidiaries, although an MNC needs to consider only four of them, based on the

chosen international strategy: Hoffman distinguishes between a global strategy and

a multi-domestic strategy (chapter 2.3.1) as the two main options for an MNC.

Figure 1: Three-factor model of generic subsidiary strategies
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MNC strategy is defined at the HQ level, while the local environment and subsidiary

capabilities at the subsidiary level. Critical skills and resources possessed by the

subsidiary decide whether the subsidiary has many or few capabilities. When

formulating a strategy, the local environment can either offer opportunities or threats

based on the economic, political, cultural, and other factors. Hoffman (1994) divides
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the local environment into accommodating (an environment without barriers, where
full partnership between the HQ and a subsidiary is possible) and constrained (an
environment that provides economic or political barriers and limits the capability of a
subsidiary to assist other MNC units). Therefore, the ideal subsidiary type is a ‘partner’
when the MNC prefers a global strategy and ‘independent’ when it focuses on a
multidomestic strategic. (Hoffman, 1994)

Furthermore, the role of a subsidiary depends on the organization of decision-making
in an MNC. Thus, it is dependent on the organizational structure of a company.
(Victoria and Dipak, 2014)

2.5 Organizational structures

Organizational structure is one of the most important coordination instruments of the
MNCs (chapter 2.2.1). It is a formal framework of reporting relationships in an
organization. The relationships are visualized through organization charts (Clawson
and Pitts, 2008). Charts show how firms’ structures are built using vertical and
horizontal linkages. Vertical linkages explain relationships between supervisors and
subordinates, and they show the line of responsibility. Relationships between equal

employees are shown by horizontal linkages. (Reed et al., 2020)

In an ideal situation, these charts fully reflect the actual reporting and decision-
making relationships, although that is not necessarily always the case — as most
organizations also have informal structures (Clawson and Pitts, 2008). Informal
structures refer to unofficial relationships, for example, personal friendships, rivalries,
and politics within a company (Reed et al., 2020). Furthermore, organizational
structures are one of many elements of organizational design. Other aspects include
factors such as organizational culture and leadership. (Clawson and Pitts, 2008)

Montana and Charnov (1993) say that the formal relationships within an
organizational structure consist of responsibility, authority, and accountability.
Therefore, the structure provides the means for clarifying and communicating the
lines of formal relationships. (Montana and Charnov, 1993)
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2.5.1 Centralization and decentralization

The principle of delegation of authority is an important aspect of each MNC. An
organization is typically described as centralized when a limited amount of authority
is delegated to lower levels of its hierarchy. When a significant amount is delegated,
a firm is decentralized. Hence, the scope of authority is narrower in centralized
companies, and broader in decentralized businesses (see figure 2). Which approach
is more suited for a company depends on factors such as the size of organization and
the amount of geographic dispersion. (Montana and Charnov. 1993)

Clawson and Pitts (2008) add that centralization and decentralization depend on a
span of control, which refers to the number of people reporting to a supervisor. The
span of control is also based on the leadership style and the degree of empowerment
top management wants to develop in their company. (Clawson and Pitts, 2008)

Figure 2: Scope of authority in centralized and decentralized companies
Top Level of Management

Scope of Scope of
Authority Autharity

Middle Management

Centralized First Level Decentralized
Source: (Montana and Charnov, 1993)

Each approach has its advantages and disadvantages. For instance, decentralized
companies benefit from faster decision-making and better adaptation to local
conditions, while centralized companies take advantage of uniformity of policies,
practices, and procedures. (Montana and Charnov, 1993)

Every company uniquely approaches its organizational structure. Nevertheless, most
structures can be divided into a few categories.
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2.5.2 Types of organizational structures

There are multiple common organizational structures. Most authors distinguish
between functional, product, regional (or geographic), and matrix structures. (Reed
et al., 2020; Clawson and Pitts, 2008; Eckert, 2023)

o Functional structure: The functional structure separates work into categories
such as marketing, production, finance, administration, HR, and customer service
(see figure 3). The functions vary in each industry and company, but the main
concept remains the same. Functional structures are usually centralized.
(Clawson and Pitts, 2008)

The main benefit of this structure is that it tends to develop highly skilled
employees in their areas. In addition, this grouping of employees reduces the
number of conflicts within departments. Nevertheless, functional structures are

often very slow when it comes to executing strategic changes. (Reed et al., 2020)

Figure 3: Functional structure
Chief Executive Officer

Various
Staff Functions ||
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Vice President Vice President Vice President Vice President
Marketing Finance Operations Administration

Source: (Clawson and Pitts, 2008)

e Product structure: Companies that offer a wide variety of products often
abandon the functional structure and divide their employees into departments
based on product areas (see figure 4). This approach allows them to quickly act
and react to customers’ needs. Compared to functional structures, they are
typically more costly to operate. (Reed et al., 2020)
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Figure 4: Product structure
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Geographic structure: The geographic structure (also known as the regional
structure) divides the departments by regional location (see figure 5). The reason
for considering the geographic form can be the differences in cultural norms and
legal environment between individual regions where a company operates
(Clawson and Pitts, 2008). Similar to the product structure, it allows the
organization to focus on the customer needs of specific regions, but it is also
more costly than a functional structure (Reed et al., 2020).

Figure 5: Geographic structure
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Source: (Clawson and Pitts, 2008)

Matrix structure: Matrix structures rely on horizontal linkages and create cross-
functional teams that focus on different projects (see figure 6). The main
advantage of a matrix structure is its flexibility and enhanced communication

across functional lines. Furthermore, it helps with the development of new

managers.




Employing a matrix structure might also present challenges. It violates the unity
of command principle because each employee needs to report to multiple bosses
at the same time. This creates confusion for employees and can result in potential
conflicts between project managers. Matrix structure is not suitable for every
company, but it can be beneficial in the right setting. (Reed et al.,2020)

Figure 6: Matrix structure
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Source: (Clawson and Pitts, 2008)

Organizational structures serve multiple purposes at the same time, they help
understand the formal relationships between the employees and can accelerate the

development of important human capital.

2.6 Human resource managementin MNCs

Management of human resources is recognized as one of the major determinants of
success or failure in IB (Harzing and van Ruysseveldt, 2004). Ozbilgin (2005) adds
that people are the most valuable resource in business. Thus, it is crucial to properly
manage them. Human resource management (thereinafter HRM) can be defined as a
set of management activities that seek to accomplish a specific company’s objectives
through the effective use of employees (Ozbilgin, 2005). In a diverse MNC,
employees often differ in terms of nationalities, cultures, and values. Therefore, HRM
takes on a new dimension and functions such as cross-cultural management,
collaboration of foreign and domestic employees, resolving disputes, and functions

of expatriates. MNC is the most common entity that performs international HRM.
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International HRM is more complex than HRM in a strictly domestic business (Rao,
2015). The additional layer of complexity includes factors such as cultural differences,
foreign business environment, and legal systems that may require a company to
change its procedures (Mukhtarova et al., 2016). Also, MNCs have the option to use
expatriates when needed for the development or management of a foreign subsidiary.
(Rao, 2015)

De Cieri and Dowling (1999) introduced a concept of strategic HRM (see figure 7),
explaining that MNCs face the challenge of balancing integration and differentiation
(chapter 2.3) while considering internal (MNC structure, industry life cycle, strategy,
entry mode, experience in IB) and external factors (industry characteristics, country-
regional aspects, inter-organizational relationships). According to their model, there
are reciprocal connections between the goals of MNCs, the strategic HRM, and the
endogenous factors, suggesting that MNCs will benefit by utilizing and integrating
appropriate strategic HRM strategies and practices to improve company
performance. Furthermore, the framework implies that exogenous factors have a
direct influence on the other aspects of the model. (Harzing and van Ruysseveldt,
2004)

Figure 7: Framework of the strategic HRM in MNCs

Exogenous factors

Industry characteristics
Country-regional characteristics
Inter-organizational networks

Endogenous factors Strategic HRM MNC concerns and goals
MNC structure HR function strategy Competitiveness

— Structure of international operations HR practices Efficiency
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— Mechanisms of co-ordination integration and local
Organizational & industry life cycle responsiveness
International entry mode Flexibility

F

MNC strategy

— Corporate-level strategy

— Business-level strategy

Experience in managing international
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Source: (De Cieri and Dowling, 1999) from (Harzing and van Ruysseveldt, 2004)
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Management of people, amidst other important factors, is crucial for the success of

MNCs. Multinational companies encounter and interact with several different cultures

that influence their way of doing business.
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3 Culture

Culture is a complex, multidimensional phenomenon. The definition of culture varies
in each scientific field because it lacks an integrated and consistent definition.
Nevertheless, there are two main points of view regarding its meaning. The first being
that culture is everything, i.e. understanding culture as an all-inclusive phenomenon.
The second point of view focuses on specific aspects and features of culture, thus,
taking a narrower perspective. Reisinger (2009) presents a wide range of cultural
elements, according to several different definitions from multiple authors (see figure
8).

Figure 8: Elements of culture
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Culture is represented by tangible and intangible components. Material culture

Source: (Reisinger, 2009)

comprises elements such as clothing, buildings, food, and other artefacts. Intangible
elements refer to non-material concepts such as beliefs, traditions, and values. The
foundation of all human behaviours is a specific value system, as values are the
fundamental principles of any culture. (Reisinger, 2009)

Culture has a dynamic nature; it evolves over time. It is important to a great degree
when it comes to communication. (Adamczyk, 2017)
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Caprar et al. (2015) add that culture is commonly characterized as a group-level
construct, mostly operationalized at the country level — especially when it comes to
IB. There, culture is viewed as a collective trait and a major explanation of why
countries differ. Moreover, culture is both a challenge and an opportunity for MNCs.
(Caprar et al., 2015)

3.1 Cultural values

Values are individual attributes, and preferences, that are socially shared. They
determine social behaviour, and their main purpose is to guide people while providing
specific standards and criteria. They help to decide between what is right and wrong
because they create social order. Moreover, they play a major role in decision-
making. (Reisinger, 2009)

Values characterize people within the same culture. Therefore, culture is a system of
shared values of its members, although each member can also have its own unique
set of values. Values are divided into two types - instrumental and terminal.
Instrumental values concern human behaviour, for instance, values such as being
honest, polite, ambitious, or independent. Terminal values are goals in life, such as

social recognition, wisdom, and happiness. (Reisinger, 2009)

According to Rokeach (1973) values can be organized into a value system, which is
the criteria by which a person can evaluate behaviour of others. Differences in value
systems can lead to disagreements between people, due to different views on the
importance of specific values. (Reisinger, 2009)

In IB, encountering differences in cultural values is inevitable. Hence, knowledge of
cultural differences is key to success (Zhao et al., 2020). An important factor when
examining different cultures is orientation towards specific values. Multiple authors
have tried to find distinguishing features between different cultures. (Reisinger, 2009)
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3.2 Cultural dimensions

Cultural dimensions are the fundamental building blocks that help in the
understanding of cultural differences. They serve as a lens through which cultures
can be analysed and compared. Therefore, it is an aspect of culture that can be
measured (Hofstede, 2011). Cultures are distinguished based on different criteria and
accordingly organized based on the cultural orientation towards specific values.
Countries are usually understood in IB as individual national cultures. People from
different cultures tend to have non-identical attitudes towards business and life in
general. (Adamczyk, 2017)

The most frequently used concepts of cultural dimensions have been developed by
Trompenaars with Hampden-Turner, and Hofstede, although there are numerous

other approaches with several classification criteria. (Adamczyk, 2017)

3.2.1 Trompenaars and Hampden-Turner

In the 1990s, Trompenaars and Hampden-Turner developed a seven-dimensional
model of culture (see table 9), building on previous findings from Parsons and Shils,
and Kluckhorn and Stodtbeck (Hofstede, 2011). Their conceptual dimensions focus
mainly on human relationships, time, and environment (THT Consulting, 2023).
According to their model, it is possible to distinguish between different types of
national cultures. (Adamczyk, 2017)

Table 9: Seven dimensions of culture

Classification criteria Dimension pairs
universalism particularism
individualism collectivism
Human relationship achievement ascription
neutral affective
specific diffuse

past-present-future
Time short-term vs. long-term
sequential vs. synchronous

Environment internal | external
Source: own processing of (Sattorovich, 2020) and (THT Consulting, 2023)
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e Human relationship: The first five dimensions define cultures based on the
common approach of people to human relationships. Universalist cultures value
rules and obligations more than personal relationships (Sattorovich, 2020). On
the other end of the spectrum are particularist societies. They believe that
relationships and particular circumstances are more important than any abstract
rules (THT Consulting, 2023). The second criterion is the orientation of cultures
towards an individual or a community (Sattorovich, 2020). Individualists
emphasize the individual welfare and happiness rather than serving the interests
of a community. The third criterion for dividing cultures is based on their approach
towards the status of individual members. Achievement-oriented cultures believe
in competence and performance, while individuals in ascriptive cultures do not
have to achieve results to gain or retain status (THT Consulting, 2023). The fourth
cultural dimension distinguishes between cultures based on their willingness to
express and accept emotions (Sattorovich, 2020). The last dimension concerns
the degree to which personal relationships and professional relations diffuse. In
a specific culture, people tend to separate personal and professional lives, while
diffuse cultures do not mind their lives overlapping. (Balan and Vreja, 2013)

e Time: Apart from the human relationship dimensions, another factor that
differentiates cultures is time, more precisely the attitude to time. This dimension
consists of three aspects. According to Trompenaars and Hampden-Turner
cultures focus either on the past, present, or future. The second aspect is the
time horizon. Some cultures revolve around short-term activities and live in the
moment, while others focus on the long-term time horizon. The third aspect of
time is the way people structure their time. On one end of the spectrum are
sequential cultures that prefer planning and staying on schedule. On the other
end of the spectrum are synchronic cultures that strive to be more flexible.
(Sattorovich, 2020)

o Environment: Concerning environment, the authors divide between internally
and externally controlled cultures (Sattorovich, 2020). Cultures with an internal
focus have a mechanistic view of nature, while externally controlled cultures have
an organic view of nature. While the former group believes in their ability to
control results, the latter one often believes that people cannot shape their
destiny. (THT Consulting, 2023)
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The cultural dimensions from Trompenaars and Hampden-Turner assume, that
people from one nation tend to have a similar cultural orientation. Although it is
imperfect (Hofstede, 2011), it can be a useful tool when it comes to IB and

understanding foreign cultures.

3.2.2 Hofstede

Hofstede started his research about cultural dimensions in the 1980s, with a basis
from several previous studies (Hofstede, 2011). He found that most differences in
values and attitudes can be attributed to national culture (Sattorovich, 2020).
Throughout the years, he has come up with a total of six cultural dimensions (see
table 10). Hofstede positions each country relative to other countries by using scores
on each dimension. Two of his dimensions (time orientation and degree of integration
into groups) are closely related to Trompenaars’ model of culture, as they focus on

similar criteria. (Hofstede, 2011)

Table 10: Hofstede's six cultural dimensions

Classification criteria Dimension pairs

Power distance small large
Uncertainty avoidance weak strong
Degree of integration into groups individualism collectivism
Distribution of values between genders masculinity femininity
Time orientation short-term long-term
Human desires related to enjoyment of life indulgence restraint

Source: own processing based on (Hofstede, 2011)

o Power distance: Power distance describes the extent to which societies (and
even their less powerful members) accept unequal distribution of power.
Countries with a small power distance strive for equality, while the countries with
alarge power distance believe that there is nothing wrong with having an unequal
and hierarchical society.

e Uncertainty avoidance: Each person experiences unstructured situations, but
not everyone reacts to it the same way and feels the same way of discomfort.
Uncertainty-avoiding countries try to avoid these situations at all costs by having
rules, laws, and behavioural codes. Cultures with weak uncertainty avoidance are

more comfortable with ambiguity.
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o Degree of integration into groups: This dimension addresses one of the most
common issues in all societies and explains why some people identify themselves
more as individuals, while others feel integrated into strong groups.

 Distribution of values between genders: A high degree of prioritizing material
success and assertiveness, over showing compassion for others is known as
masculinity (Sattorovich, 2020). Masculine countries put an emphasis on
ambitions and value men more than women. Femininity, in contrast, focuses on
modest and caring values. Feminine cultures aim for an equal society that cares
for the weaker and does not discriminate between genders.

o Time orientation: This dimension refers to the degree to which cultures focus on
short-term, or long-term success. Long-term societies tend to focus on the future
while delaying short-term success. The values of a short-term society are related
to the past and present.

o Human desires related to the enjoyment of life: The last dimension established
by Hofstede explains how national cultures differ in terms of the gratification of
needs. Restraint societies control the gratification of needs by social norms. The
cultures that focus on enjoying life lean towards the other end of the spectrum,

more precisely to indulgence. (Hofstede, 2011)

Each nation has a specific cultural orientation and different authors focus on a variety
of aspects that can distinguish between national cultures. Culture influences the daily
life of people, and impacts IB (Reisinger, 2009). MNCs often establish foreign
subsidiaries in countries with different cultural values than their domestic values
(Sharan, 2012). Therefore, they need to consider the most important differences and
their magnitude (Schneider, 1988). In terms of organizational culture, multinationals
can either adapt to local culture or implement a consistent corporate culture
throughout their countries of operation. (Rozkwitalska, 2012)

3.3 Corporate culture

Corporate culture is the culture of a specific organization (Reisinger, 2009). It is a
‘glue’ providing cohesiveness and coherence. Moreover, it is a tool for coordination
and integration of subsidiaries (Schneider, 1988). Corporate culture influences the
behaviour and attitudes of employees. Thus, it can be understood as a framework or
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a set of values that shapes what happens in the workplace. Corporate culture serves
two functions: internal integration and external adaptation. The first function deals
with the integration of employees and the way they cooperate. The second function
refers to how the company achieves its objectives and goals. In comparison to
national culture, corporate culture can be more easily learned and modifiable. (Amah
and Daminabo-Weje, 2013)

Developing a corporate culture is a challenging task for MNCs due to the conflicting
values of their organizational units. Nevertheless, cultural diversity cannot be
overlooked, especially when entering foreign markets by acquisitions or mergers.
(Rozkwitalska, 2012)

On one hand, a strong organizational culture can be beneficial to the management of
a company. On the other hand, it may lead to negative consequences, especially in
fast-paced business environments. In general, MNCs should strive for a unified
corporate culture, rather than an entirely homogenous one. This kind of corporate
culture enables local responsiveness and appropriate HRM practices in each
subsidiary. (Rozkwitalska, 2012)
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4 Business Environment in India

In 2014, the prime minister of India introduced an important national program called
‘Make in India’. The main purpose of this programis to attract investments from across
the globe to strengthen India’s manufacturing sector. Besides that, the program
focuses on innovation facilitation, skills development, intellectual property protection,
and ease of doing business (IBEF, 2021). Eight years later, India attracted its highest
FDI inflow ever (83.57 billion USD), despite the impact of the Covid pandemic and the
war in Ukraine. “This is the best time to invest in India”, explained prime minister Modi
in his speech at the World Economic Forum in 2022 (EY, 2022, p. 2). Nowadays, India
is regarded as a potential economic powerhouse of the future. PWC (2017) predicts
that India will be one of the fastest growing markets in the world in the next 25 years
and the second largest economy (in terms of GDP based on purchasing power parity,
thereinafter PPP) by the year 2050. Furthermore, PWC (2017) claims that a major shift
in global economic power will happen, moving from today’s established economies

towards emerging economies.

The Republic of India is the largest democracy in the world with over 1.41 billion
people living in 28 states and 8 union territories. It borders eight countries and has a
total area of 3.29 million square kilometres. India spans over two main climate zones,
with tropical monsoons in the south and temperate climate in the north. Over 65% of
inhabitants live in rural areas and the median age of the population is only 28.43 years
(data from 2020), further underlying the economic potential. Around 82% of men and
65% of women are literate. The capital city is New Delhi. The official languages are
Hindi and English. The GDP is approximately 3.2 trillion USD (2022) (EY, 2022). India
has a diverse population in terms of religion: 80.5% of people practise Hinduism,
13.4% Islam, and 2.3% Christianity (MZV CR, 2023). Other minor religions include
Sikhism and Buddhism (Hough, 2020). Therefore, India is home to a wide range of
different cultures. (MZV CR, 2023)

India's foreign policy is based on the desire to maintain long-term peace and stability
in the Asian region and the world. The main goal is to create favourable conditions
and an environment for its own economic development (MZV CR, 2023). India’s
largest trading partners in 2021 were the USA (11.6% of total trade), China (11.4%),

49



and the EU (10.8%). EU was also the second-largest destination for Indian exports
(14.9%), lacking only behind the USA (18.1%). (EC, 2023)

Despite being significant trading partners and sharing common values, the EU and
India do not have a free trade agreement in place yet (EC, 2023). In 1994 both parties
agreed on an EU-India cooperation agreement, which was eventually upgraded to a
strategic partnership in 2004. In 2007, the parties started negotiations regarding a
bilateral trade and investment agreement (Jain and Sachdeva, 2019). In the period of
2007 to 2013, numerous rounds of negotiations took place without any conclusion.
The whole process resumed in 2021. However, the negotiations are still ongoing at
the beginning of 2024 as both sides are unsuccessfully pursuing a mutually beneficial
free trade agreement. (EP, 2024)

Regarding the Indian relations with the Czech Republic, the parties have agreed on
multiple contracts of an economic and commercial nature. A specific example is a
bilateral agreement on social security signed in 2014. This agreement regulates the
conditions for payment of pension contributions when Czechs are employed in India
and vice versa. In addition, Czech expatriates working in India must obtain an
employment visa to be legally allowed to work in India for a longer period. (MZV CR,
2023)

All in all, India is one of the most attractive markets for foreign MNCs, especially in
terms of manufacturing. Nevertheless, there are still many challenges for MNCs
operating there. This includes bureaucracy in setting up a business, a low level of
enforceability of contracts, tax collection, and property registration. The most
common market entrances — excluding export activities — are capital or share entry
into an Indian company, establishment of a branch, and the creation of a joint venture
with an Indian business partner. Limited Liability Company (LLC) and Limited Liability
Partnership (LLP) are the most prevalent legal forms of business entities (see chapter
4.2.1 for details). (MZV CR, 2023)

According to MZV CR (2023), specific challenges that Czech companies face when
doing business in India are differences in culture and mentality, the course of business

meetings, climatic and sanitary conditions in the country, frequent and prolonged
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holidays, and major emphasis on personal contact. These factors shape the Indian

business environment.

4.1 Economic factors

In any market economy, economic factors play a crucial role, and India is ho exception
(Pereira, 2023). India's GDP growth trajectory in the past decade has been
extraordinary. Since 2007 India more than tripled its GDP and is predicted to stay on
the same high-growth trajectory in the next 25 years (O’'Neill, 2023). Apart from the
year 2020, it has maintained an annual GDP growth of more than 6% (see table 11). A
similar trend can be seen in terms of GDP per capita (in USD PPP) as India reached
its new peak of 8940 USD in 2023. In the past few years, the inflation rate has been
hovering around 6% and the unemployment rate around 7%. India can be regarded as
a net importer of goods, with a balance of trade of -287.36 billion USD in 2023.

Table 11: Economic Indicators in India from 2020 to 2024

Indicator 2020 2021 2022 2023 2024 prediction
GDP growth (%) -6.81 8.83 6.90 5.40 6.20

GDP per capita (PPP) in USD 6,438.52 | 7,263.32 | 8,230.00 | 8,940.00 9,580.00
Real GDP growth (%) -5.80 9.10 7.20 6.30 6.30
Inflation rate (%) 6.64 5.13 6.69 5.30 4.90
Unemployment rate (%) 10.40 8.90 7.00 6.70 6.90
Balance of trade (billion USD) -95.45 | -176.72 | -275.32 | -287.36 -280.98

Source: own processing based on (MZV CR, 2023) and (IMF, 2024)

India’s official currency is the Indian rupee (MZV CR, 2023). The exchange rate regime
of the rupee is officially characterized as a floating exchange rate regime, although
the IMF questions whether the Reserve Bank of India does not control the exchange
rate excessively (Akiyama, 2023). In 2023, the exchange rate of the US dollar to the
Indian rupee was relatively stable (see figure 9), slightly oscillating around 83 rupees
per US dollar (Google Finance, 2024). IMF claims that the Reserve Bank of India has
likely exceeded the levels necessary to address disorderly market conditions and
fixated the exchange rate to US dollars. Limited fluctuations of the rupee should
theoretically make it easier for investors to reduce risk related to the exchange rate.
If the alleged interventions stop and the Indian rupee depreciates, it will lead to more
expensive imports, but also to higher price competitiveness of Indian exports.

(Akiyama, 2023)
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Figure 9: The exchange rate of US dollar to Indian rupee from 2019 to 2024
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Source: (Google Finance, 2024)

According to O'Neil (2024), the service sector is traditionally India’s biggest
contributor to GDP. The tertiary sector generates almost half of India’s GDP mostly
thanks to services such as IT, software, and telecommunications. The second largest
is the secondary (industry) sector, usually generating around 27% of the GDP. The
smallest contributor is the primary sector focusing on agriculture and natural resource
extraction (O’Neill, 2024). The main business sectors in India are IT,
telecommunications, media, aerospace and defence. Besides that, India is also one
of the biggest automotive markets in the world and it is expected to become the

second-biggest e-commerce market by 2034. (EY, 2022)

Although India is one of the founding WTO members, it pursues a mixed approach
toward international trade. It continues to promote free trade by improving trade
procedures at the borders, but it has also adopted some protectionist measures. For
instance, agriculture is heavily subsidized while high tariffs are maintained to prevent
the import of agricultural products. In 2019, the government also increased tariffs in
sectors such as vehicles, toys, and household products. Furthermore, imports to India
are often subject to several non-tariff barriers such as licenses, prohibitions,
restrictions, or sanitary requirements. (BTI, 2022)

Firstly, India is a relatively stable developing country from an economic standpoint. In
comparison to other developing countries, it is not reliant on the primary sector to
generate most of its GDP. Moreover, it is rapidly growing in terms of GDP and GDP
per capita and has been able to stabilize regarding unemployment and inflation.

However, it should aim to achieve even lower numbers regarding the latter two
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indicators. In addition, the Indian rupee has been allegedly fixated on the US dollar,
thus, reducing the exchange rate risk for foreign investors and MNCs operating in
India. Secondly, the fiscal policy has remained conservative until the Covid pandemic.
Due to the pandemic, the Indian government changed its long-term plans regarding
fiscal deficit and since then, the yearly deficit has risen from 3% of GDP to 6% of GDP
(MzV CR, 2023). Finally, India also adopted specific protectionist measures.

Consequently, some sectors of the economy are protected from foreign competition.

The second group of factors that influence business in India are legal factors. They
include areas such as taxation policies, FDI regulations, and employee rights.

4.2 Legalfactors

As the previous chapter outlined, doing business in India is not an easy task for
foreign MNCs. India governs FDI with the Foreign Exchange Management Act from
1999. In most sectors, FDI is permitted and can be made by following two different
routes: the first route is called automatic. Under this route, the foreign investor does
not need approval from the government of India or the Reserve Bank of India. The
government route is much stricter and requires the prior approval of the Foreign
Investment Promotion Board, the Ministry of Finance, and the government. In
addition, the Foreign Exchange Management Act prohibits FDI entirely in certain
sectors. These include agriculture with a few exceptions, real estate business (does
not include construction of residential and commercial premises, roads, and bridges),
nuclear energy, or construction of farmhouses. Furthermore, there are also sector-
specific investment limits for which a company is allowed to use the automatic route.
(RBI, 2007)

4.2.1 Legal forms of business entities

When entering the Indian market, a foreign investor should choose the right kind of
business presence. This selection can ensure efficiency, whether from a tax
perspective, legal perspective, or operational perspective. According to EY (2022),
there are two main options for setting up business operations in India: incorporated

entities and unincorporated entities. The most common incorporated entities are
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Private Limited Companies and Limited Liability Partnerships. Unincorporated entities
include a liaison office, branch office, or project office. From a legal standpoint, the
liaison office only acts as a communication channel, while both the branch office and
the project office can carry out business activities. Invest India (2023) distinguishes
between seven permitted business establishments in India. Starting with One Person
Company and sole proprietorship as business entities that only require one person to
set up the company. A minimum of two members or partners is legally required in
establishments such as Private Limited Companies, Partnership firms, and Limited
Liability Partnerships. Regarding a Public Limited Company, a minimum of seven
shareholders is required to establish the company. Besides that, there are also some
requirements on the number of directors and minimum amount of capital. The seventh
permitted business entity is a foreign company, consisting of unincorporated
companies. (Invest India, 2019)

A foreign investor can take three main paths depending on the required business
activity of a foreign subsidiary (see table 12). For export and import activities,
research, and project execution strategies Invest India (2019) recommends using
unincorporated companies as foreign subsidiaries. For more advanced business
operations such as manufacturing an MNC should either establish a Limited Liability
Partnership or focus on Private and Public Limited Companies. Indian company law is
based on the Companies Act 2013 and the Limited Liability Partnership Act 2008.
(Invest India, 2019; Hathi, 2013)

Table 12: Common business entity options for foreign investors in India

Business entity Specific example Purpose and specific details
Liaison office representation of the parent company in India
Foreign Company Branch office export and import of goods, research,
consultancy
Project office contract activities to execute a project
. . . manufacturing or providing services and other
Indian Company Private Limited Company business activities

(through joint venture or

as a wholly owned

subsidiary) Public Limited Company Efsr}g;zztggggigésprowd|ng services and other
. o I I manufacturing or providing services and other
Limited L|ap|l|ty Limited L|ap|llty business activities, subject to FDI limits in
Partnership Partnership

specific sectors

Source: own processing based on (Invest India, 2019) and (EY, 2022)
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Another important factor that can affect doing business in India is taxation. Thanks to
the ‘Make in India’ program, several tax incentives are available for existing and newly
established companies. (EY, 2022)

4.2.2 Taxation policies

The tax structure in India consists of direct and indirect taxes. Direct taxes are levied
on the taxable income of companies and individuals. In this case, companies and
individuals bear the responsibility of depositing the taxes. Indirect taxes are levied on
the sale and provision of goods and services. They differ from direct taxes in terms
of the responsibility to collect and deposit taxes. Here, the responsibility is on the
sellers instead of the assesses. The tax structure can be also divided into taxes that
are levied by the central government and state governments taxes. In addition, there
are also some minor taxes levied by the local authorities. (Invest India, 2024)

In the past few years, India has undertaken several policy reforms in hopes of
increasing the ease of doing business. Thanks to these reforms, India has jumped up
from 142nd to 63rd place in the World Bank’s Ease of Doing Business Ranking (Invest
India, 2024). Nevertheless, the situation is still far from ideal (MZV CR, 2023). A
specific reform that helped to simplify the indirect tax regime in India is The Goods &
Services Tax (thereinafter GST) reform. In 2017, GST replaced all previous indirect
taxes levied on goods and services. GST works under a dual regime where both
central and state governments levy taxes. The main benefits of this model are a
unified tax-regime, less physical interface, and IT-based administration which
reduces tax-evasion. (Invest India, 2024)

Regarding the taxation of foreign entities, it differs depending on each business
entity. The liaison office is not a subject to income tax in India, due to its nature of not
being able to conduct business activities. Both the branch office and the project office
are subject to corporate income tax on profits in India. The basic tax rate is 40%. For
Limited Liability Partnership the tax rate is 30% of the global income since it is an
incorporated business entity and a tax resident of India. For Indian companies (see
also table 12), the basic tax rate is 30% with a possible reduction to 25% in case of a
lower turnover. (Invest India, 2024)
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India also offers specific tax incentives. They are available for new and existing
companies and include three specific groups: location-based incentives,
export-linked incentives, and industry-specific incentives. Location-based incentives
are provided mainly in Special Economic Zones (thereinafter SEZs). These zones act
as duty-free enclaves, for the purpose of trade operations and tariffs. SEZs provide
direct and indirect tax incentives to encourage manufacturing and exporting (EY,
2022). In total, there are 270 operational SEZs, mostly located in the southern part of
India with convenient connection and transport infrastructure to the main ports (see
figure 10). Main SEZs such as Maharashtra or Karnataka include tens of minor SEZs
(Dezan Shira & Associates, 2019; GOI, 2024). Other location-based incentives include
tax holidays in specific regions and exemptions from stamp duty or electricity duty.
Export-inked incentives consist of advance authorization, duty-free import
authorization, and remission of duties and taxes on exported products. The last set
of incentives focuses on specific industries such as tourism, oil and gas, or
infrastructure. (EY, 2022)

Figure 10: Operational SEZs in India
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Source: own processing based on (GOI, 2024)
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4.2.3 Labour and employment laws

India’s labour and employment laws are based on a dual legal system. It is a system
where both state and central governments have the power to make laws. Therefore,
there has been a growing need for a reform that would simplify it (EY, 2022). In 2020
the parliament passed a reform regarding four central labour codes. These codes are
supposed to replace the previously existing 29 central labour laws. Nevertheless, the
implementation of these codes has been postponed and it will most likely take effect
after the Indian general election in 2024 (Haq, 2023). The drivers behind this reform
are enhanced ease of doing business, economic development based on well-
administered labour laws, social equity, and social security. Both employees and
employers will be impacted by this reform. For instance, employees will be eligible for
additional benefits under a new definition of wage. Additionally, employees will be
able to better ensure the compliance of employers. Consequently, employers can
receive monetary penalties which can lead to imprisonment when not complying with

the new labour laws.

Allin all, when the new central labour codes enter into force, the changes will increase
employees’ rights and ensure higher enforceability of laws. Nevertheless, this legal
reform will not impact the labour laws of individual states. The employers will have to
comply with both sets of laws at the same time. Thus, further improvements to the
system can still be made. (EY, 2022)

All things considered, India has taken steps in the right direction regarding tax policies
and labour laws. Nevertheless, there are still some areas where improvements are
necessary. As mentioned by MZV CR (2023), one of the main problems for foreign
companies in India is contract enforceability. India has enhanced its commercial court
system, based on the Commercial Courts Act 2015. In addition, specific changes
trying to mirror international best practises have been made under the Specific Relief
(Amendment) Act 2018 (Anand and Dutt, 2023). Despite that, India still ranked only
163" (out of 190 countries) in terms of contract enforcement in the 2020 edition of
World Bank’s Ease of doing business (WB Archive, 2020). According to the WB,
contract enforcement in India used to take up to 1445 days until new acts entered
into force (Mukherjee, 2018). Other problematic areas pointed out by the World Bank
are starting a business and registering property. India ranked 136" in the former area
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and 154™ in the latter one (WB Archive, 2020). The government led by Modi has been
focusing on this index as one of the main indicators of its performance and is aiming

to further improve India’s ranking. (Mukherjee, 2018)

Regarding the WB'’s Ease of doing business ranking of around 190 countries, the
Czech Republic ranked 41 in total, slightly above India’s 63rd place (see table 13). In
2020, India was far worse in areas such as registering property, paying taxes, or
enforcing contracts, and moderately worse in trading across borders. On the other
hand, the Czech Republic was one of the worst countries when it comes to dealing
with construction permits and it was somewhat worse than India in the protection of
minority investors and getting credit. Overall, it could be challenging for a Czech
company in India to deal with the administration process of contract enforcement, the
taxation process, and the registering of property. (WB Archive, 2020)

Table 13: Comparison of India and the Czech Republic based on the Ease of doing
business ranking in 2020

The Ease of doing business India (rank) Czech Republic (rank)
total ranking 63 41
starting a business 136 134
dealing with construction permits 27 157
getting electricity 22 1
registering property 154 32
getting credit 25 48
protecting minority investors 13 61
paying taxes 115 53
trading across borders 68 1
enforcing contracts 163 103
resolving insolvency 52 16

Source: own processing based on (WB Archive, 2020)

Socio-cultural elements are the third category of factors that impact business in India.
Areas such as social classes, religious beliefs, cultural values, business culture, or

wealth distribution shape the Indian business environment.

4.3 Socio-cultural factors

India is a country with a rich history and cultural diversity. It is a nation where
traditional values meet a global mindset and state-of-the-art industries. Since 1991
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India’s economic reforms led to increased integration into the global economy, thus,
also influencing the culture (Hough, 2020). Furthermore, society has been influenced
by two centuries of colonialism, which resulted in a complex culture where both
western and eastern values play major roles. Nevertheless, some characteristic
values are shared by most of the Indian population. These include norms associated
with fatalistic thinking, or hierarchical authority, which is deeply rooted in Indian
society due to the long history of caste distinctions (Berger et al., 2020). In addition,
culture can vary in specific regions of India. Hough (2020) states, that the main
differences are between northern and southern India. This division can also be seen
in terms of the concentration of SEZs (see chapter 4.2.2 for further details).

Social classes in India are influenced by the former caste system, which used to have
a major role in society. The caste system was a form of social stratification where
people belonged to specific groups. The ability to change one’s path in life was very
limited, especially for the members of lower castes. Although this sort of segregation
was officially abolished over 70 years ago, it left a significantimpact on Indian society.
Nowadays, the quality of life should be improving, specifically in terms of non-
predestined possibilities for each member of society (Deshpande, 2010).

In 2021, 30% of Indian households belonged to the middle class (table 14). However,
around 67% of households belonged to a lower social class. This class includes two
groups of people: aspirers and destitutes. Aspirers can be characterized as an upper-
lower class, while destitutes are the lowest income group in India including 15% of all
households. Only 3% of households belonged to the upper class. Although India is
one of the fastest-growing economies in the world (see also chapter 4.1), itis affected
by major income inequality and the income differences between each social class are
vast. (Rathore, 2023)

Table 14: Social classes and income inequality in India in 2021

Social class Share of households | Annual household income range
Lower class — Destitutes 15% less than 125,000 INR

Lower class — Aspirers 52% 125,000 - 500,000 INR

Middle class 30% 500,000 - 3,000,000 INR

Upper class 3% over 3,000,000 INR

Source: own processing based on (Rathore, 2023)
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Another area where India does not quite keep up with developed countries is
education. In 2011, around 71% of adults had not completed secondary education and
only 11% of adults had attained tertiary education. Women's numbers are even worse,
as there is a major gender gap across all levels of education (OECD, 2019). This
corresponds with the fact, that India can be characterized as a patriarchal society
(Hough, 2020). Among young adults, 58% of men and 70% of women did not attain
secondary education. The education gap can also be seen in terms of the literacy
rate, as only 65% of women are literate, in comparison to 82% of men (EY, 2022).

Hough (2020) points out specific cultural values that need to be considered when
doing business in India. These are relationships, collectivism, hierarchy, and religion.
Firstly, building lasting relationships is essential as a foundation for success in the
Indian market. MZV CR (2023) confirms that personal contact is especially important,
and it is one of the problematic areas for Czech companies in India. Secondly,
collectivism and a sense of belonging to a group play a major role in the life of Indians,
whether the group is a family, religion, caste, or company. Thirdly, hierarchy is
embedded in the minds of many Indians. The top-down approach is a common
approach to management in India, as the power and decision-making lie at the top of
the organization. Therefore, it is necessary to have a strong decision-maker leading
the organization. Lastly, religion is an essential part of all communities in India. When
major religious festivals take place, work is of lesser importance. Besides that,
consumer demand in specific industries in India is also impacted by religion, as most

of the population is required to meet religious dietary requirements. (Hough, 2020)

A Czech company hoping to be successful in India must have a good understanding
of the beliefs and underlying values of the Indian culture. Although it is difficult to
generalize Indian culture, there are a few specific rules to follow regarding business
culture. According to ICC CZ (2023), small talk — especially about family - is very
common, as it helps build the relationship between two parties. Furthermore, Indians
can have difficulty saying “no”, as it may be perceived as offensive. Also, business
meetings can start and end late, as interruptions happen regularly. Most importantly,
being flexible and respectable goes a long way. (ICC CZ, 2023)

The main differences between Czech and Indian culture can be measured according
to cultural theories by Hofstede and Trompenaars with Hampden-Turner.
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Understanding the contrast between the two cultures can help properly adapt

strategies to the specifics of the Indian market.

4.3.1 Comparison of Czech and Indian culture

According to Hofstede’s six cultural dimensions (see also chapter 3.2.2), Hofstede
Insights (2023) assign each country a score based on a generalisation of common
values, norms, and patterns of thinking in the country. Thus, they understand culture
as a collective mental programming of the human mind. The scores on a scale of 0 to
100 are only meaningful when compared between more countries. Therefore, they
can help identify specific dimensions where values and norms differ between cultures
(see figure 11). (Hofstede Insights, 2023)

Figure 11: Comparison of Indian and Czech culture based on Hofstede's six cultural
dimensions

Comparison of Indian and Czech culture based on
Hofstede's six cultural dimensions
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Source: own processing based on (Hofstede Insights, 2023)

o Powerdistance: India scores relatively high (77) in the power distance dimension,
indicating that it is a culture that respects hierarchy, a certain degree of
inequality, and the top-down structure in companies. The Czech Republic scores
57 in this dimension, implying that it is a culture where power distance is also
present and inequalities in society are inherent. Nevertheless, it is a much more
neutral score than the one achieved by India. Therefore, power distance could be

a problematic area for Czech companies in India. Especially in the manager-
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subordinate or HQ-subsidiary relationship. Czechs can incline to a more neutral
approach, while Indians do not mind full control, obedience of subordinates, and
direct management.

Uncertainty avoidance: The second dimension with a major difference between
the two cultures is uncertainty avoidance. With a score of 40, India can be
characterized as a culture that moderately tolerates unexpected situations and
accepts imperfection. People generally settle into established roles, as the future
will happen regardless of trying to control it. In comparison with Indians, Czechs
prefer avoiding uncertainty. Punctuality and precision are the norm and people
often want to control their future.

Individualism: Individualism is a dimension with the highest cultural difference
between the Czech Republic and India. While Indians have a high sense of
belonging to specific groups, Czechs are more of an individualist society. The
difference is especially significant in an employer-employee relationship. In
Czech companies, this relationship is a contract based on mutual advantage.
Promotions of employees happen based on their performance. In India, this
relationship is based on mutual loyalty. Furthermore, promotions may happen
based on relationships, which are crucial in collectivist societies.

Other dimensions: In all three remaining dimensions, Czechs and Indians should
theoretically share similar values, as they score nearly the same in each of them.
Both societies emphasize competition, assertiveness, and performance. In
addition, both cultures do not show a preference in either direction regarding time
orientation. The Czech Republic and India also share a similar stance toward
indulgence, as both are cultures of restraint. (Hofstede Insights, 2023)

All'in all, a potential clash between cultural values may happen due to differences in

three Hofstede dimensions: uncertainty avoidance, individualism, and power

distance. The seven-dimensional model of culture by Trompenaars and Hampden-

Turner offers another point of view on cultural differences.
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Human relationship: There is a major difference between India and the Czech
Republic regarding the human relationship criterion. According to Silintowe and
Susanto (2018), India is a particularistic society, which means that it values
personal relationships over abstract rules and obligations. The Czech Republic
lies on the other end of the spectrum, as it is characterized as a universalistic



culture (Dumetz and Gaborikovd, 2017). Another dimension where the two
cultures differ is the orientation towards an individual or a community (figure 10).
Furthermore, the Czech Republic is an achievement-oriented society, while India
is more of an ascriptive culture. These two cultures also differ in terms of their
willingness to express and accept emotions. Czechs can be described as neutral,
but Indians as affective. In addition, India can be generalized as a diffuse culture,
while the Czech Republic is a specific culture. (Silintowe and Susanto, 2018;
Dumetz and Gaborikova, 2017)

o Time and environment: The most important difference between the two cultures
regarding time and environment is their attitude towards control. Indians tend to
believe in external control, thus, the inability to shape their destiny. However,
Czechs focus on internal control of their fate. (Silintowe and Susanto, 2018;
Dumetz and Gaborikova, 2017)

According to Trompenaars and Hampden-Turner's model of culture, the Czech
Republic and India differ in every dimension of the human relationship criterion, which
can lead to potential intercultural issues. These issues can arise during business
meetings, whenever Czech employees interact with Indian colleagues, or during the
HQ-subsidiary interaction. Thus, navigating cultural differences is one of the essential

tasks for Czech companies operating in India.

4.4 Political, technological, and environmental factors

Economic, legal, and socio-cultural factors form the basis of the business
environment. However, other factors such as political, technological, and
environmental should not be overlooked as they are a significant part of the PESTLE
analysis (see table 15). Regarding the political factors, India is a democratic country
with a very stable government led by the prime minister Modi (also called the Modi
government). According to EIU (2024), India is classified as a flawed democracy, and
it ranked 41 out of 167 countries in the 2023 edition of the Democracy Index. Flawed
democracies are countries with fair elections, although they can have flaws in other
democratic aspects such as low levels of political participation. India’s worst-scoring
democracy categories are civil liberties and political culture. The ruling political party
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BJP is projected to win again in the 2024 general elections, after a previous decade
in power. This should ensure continuity in terms of policies for the next five years.

However, according to Transparency International (2023), India ranked as low as 93™
out of 180 countries in terms of corruption perception. This index ranks countries
based on their perceived levels of public sector corruption. India scored only 39 out
of 100 points, where a score of 0 means that the country is highly corrupt and a score
of 100 indicates a flawless corruption-free economy.

According to Rahman (2023), India is a technologically advanced market, especially
in the IT industry. In addition, the Indian government promotes and invests in
technology, with initiatives such as ‘Make in India’, or ‘Digital India’. However, India is
lagging behind in areas such as 5G, artificial intelligence, and biotechnology.
Furthermore, initiatives such as ‘Make in India’ and especially the SEZs split the
country into two parts: advanced industrial south and underdeveloped north (EY,
2022; Ghani, 2023). According to WIPO, India ranked 40™ out of 130 countries in
innovation capabilities captured by a Global Innovation Index. Relative to economic
development, India is overperforming in terms of innovation. Nevertheless, India still
placed quite low (84™) in infrastructure, leaving space for further improvement (WIPO,
2023). As for gross domestic research and development expenditure, India has been
investing yearly around 0.66% of its GDP in R&D (GOI, 2023). This is a relatively low
share in comparison to EU countries, which spend on average more than 2% of their
GDP. (Eurostat, 2024)

Despite the rapid economic growth and development, India faces numerous
environmental challenges. Rahman (2023) mentions that environmental issues can
very negatively impact the lives of expatriates in India. Ghani (2023) adds that the
main issue is undoubtedly air pollution. An alarming fact is that ten of the fifteen most
polluted cities in the world are located in India. Other important issues are water
pollution, shortages of food, waste management, and biodiversity loss. It has been
estimated that around 70% of surface water in India is polluted and unfit for
consumption. India is also lagging behind in terms of waste management, as only 5%
of the collected waste is recycled and around 80% is dumped at landfill sites (Igini,
2024). India’s poor environmental performance is underlined by its ranking according
to WIPO (2023), considering that it came in last in 2023. Furthermore, India has lost
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around 90% of area within their four biodiversity hotspots. The spots are located in

the Himalayas, the Western Ghats, Indo-Burma region, and Sundaland. The

degradation of these areas continues due to rapid deforestation, forest fires, and

unrestrained tourism. (Dhawan, 2021; Aryadevi, 2023). All in all, the environmental

factors are significantly negative, and they slow down the otherwise fast

development of India.

Table 15: PESTLE analysis of the business environment in India

high government stability in the past decade (Modi government)

pro-reform and business-oriented government expected to continue ruling

flawed democracy (Democracy Index score 7.18 out of 10)

Corruption Perception Index score 39 out of 100 (moderately corrupt public sector)
multiple protectionist measures (mixed approach toward international trade)

TR R

continuous economic growth (yearly growth of total GDP and GDP per capita)
developed service sector (especially the IT sector) and a growing industry sector
inflation rate (6%) and unemployment rate (7%) stability in the past few years, although
both rates should be ideally lower

stability of currency (INR fluctuating around 83 INR/USD)

negative balance of trade (imports>exports)

rising yearly fiscal deficit (6% of GDP)

positive demographic development (young and growing population)

impact of the former caste system, colonialism

main role of religion (80.5% Hinduism,13.4% Islam, 2.3% Christianity)
collectivism, hierarchy, relationship-oriented society

social classes (67% of the population in the lower class, 30% in the middle class)
income inequality (3% of inhabitants relatively rich)

education gap between men and women, low education attainment in general

technologically advanced IT industry

initiatives such as ‘Make in India’ and ‘Digital India’

Global Innovation Index rank 40t out of 130 countries

spillovers of knowledge from foreign MNCs

underdeveloped infrastructure (84" out of 132 countries based on WIPO'’s ranking)
relatively low gross domestic research and development expenditure (0.66% of GDP)
lack of development in new areas such as 5G and artificial intelligence

tax incentives (SEZs, export-linked, specific industries)

labour and employment laws reform (Four Labour Codes set to enter into force in 2024)
legal forms of businesses (Foreign company, Indian company, LLP)

taxation policy (indirect and direct taxes, GST reform, dual regime of tax levying)

FDI regulations (automatic and government route)

air pollution (10 out of 15 most polluted cities globally are in India)

water pollution (70% of surface water polluted)

insufficient waste management (only 5% of collected waste is recycled)
loss of biodiversity (90% of the main area has been lost)

ranking last in the world in terms of environmental performance (in 2023)

DT IR e e B S Tl Rt o S N I it it el N PR e o Y

positive factor
neutral factor
negative factor

Source: own processing based on chapter 4

PESTLE analysis provides a helpful framework for understanding the general

environment (Reed et al.,, 2020). Furthermore, it shows the complexity of doing

business in a developing country, especially for companies with production activities
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located there. All in all, the biggest weakness of India is the environmental area. All
other areas combine a wide variety of factors, each contributing differently to the
business environment. However, due to varying entry methods and business
activities, each Czech company operating in India is affected by these elements
uniquely.

4.5 Interviews with practitioners

The analysis of the business environment in India is completed by interviews with two
practitioners. Both practitioners have tremendous expertise and knowledge in their
specific fields regarding India. The interviews provide practical information and allow
for comparison of the secondary and primary data.

Ing. Hana Onderkova from CzechTrade India, the director of the Bangalore office,
provided a thorough interview regarding the business environment. CzechTrade is a
national pro-export organization established by the Ministry of Industry and Trade in
1997. It aims to develop international trade and cooperation between Czech and
foreign entities. Onderkova has lived and worked in India for the past 15 years
(CzechTrade, 2024; Onderkova, 2024). The interview is divided into five parts:
setting up business, personal relationships and culture, human capital and
management, product adaptation, and other problematic areas.

o Setting up business: According to Onderkova, bureaucratic issues arise during
the whole process. For instance, when a company wants to set up a bank account
or obtain specific documents required to run a business. Going through an Indian
system can be quite time-consuming. It also depends on the business activities
of a company, more precisely if the company manufactures in India or not.
“Bureaucracy is slower than in Europe. Although the Indian government claims,
that ease of doing business has improved, setting up a business can still be quite
challenging.” Another important aspectis a choice of an Indian vendor — company,
which helps a Czech company to solve accounting or legal issues. Many local
companies offer their help, but the quality of the service is often lacking. ,We had
a Czech company here, which wanted to cut down costs when acquiring required

documents. In the end, the company had to pay bigger fines for insufficient
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documentation, than the amount of money it saved on a cheaper vendor,” added
Onderkova.

Personal relationships and culture: Companies achieve better results when they
attend business meetings in India and build relationships with Indian companies.
“Proactivity here has to be definitely bigger than in Europe.” Regarding culture
and communication, Indians do not like to tell bad news. Therefore, they can have
a trouble saying ‘no’. They rather promise things, even when they do not intend
on keeping the promise. However, if they feel that there is a massive business
potential, then there are no communication issues. In terms of Hofstede
dimensions, Onderkova argued that the masculinity of Indians should be much
higher - ideally around 80 (chapter 4.3.1). In addition, she thought that the
indulgence score of India was too high. Regarding corporate culture, Onderkova
added: “It certainly cannot be the same as in the Czech Republic. The company
must follow the local cultural factors, and especially the religious factors must be
respected.”

Human capital and management: According to Onderkova, another major
difference between undertaking in the Czech Republic and India is in terms of
human capital, especially of the unskilled workers. Business operations such as
constructions require higher amount of managerial control in India, which can be
challenging for Czech companies.

A common approach of western companies is to set up business in India with an
expatriate management. Throughout years, these companies train local talents to
take over the top managerial positions of the subsidiary. Although, some foreign
MNCs keep their expatriate managers as an instrument of coordination.
“Another thing that is common here is micromanagement, although it depends on
the organization and the type of work involved. In general, | think it is kind of
necessary here.”

Regarding the wages of Indian employees, Onderkova mentioned that it is better
to pay accordingly to the industry standard and rather offer additional intangible
benefits such as kindergarten, insurance, and education for women. There are
many things a company can do in terms of investing in people that have long been
unnecessary in the Czech Republic. Importantly, wages in Indian companies rise
annually in line with the growth of GDP per capita. Usually, the raise is at least
10% each year.
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Product adaptation: “Companies often come up with technologies that do not
work in India because some things are done differently here,” said Onderkova.
“For example, a company that does waste management must adapt here. Indian
sewerage system is slightly different from European as it is a bit more wet than
the one in Europe.” In general, it depends a lot on the industry, where a company
operates.

Other problematic areas: Onderkova also pointed out that the Indian government
continues to adopt protectionist measures in specific sectors. Furthermore, the
government can even forbid import in especially important business sectors. In
addition, the government can decide to retroactively increase taxes and demand
a tax surcharge from previous years. Another quite difficult thing for MNCs
operating in India is profit repatriation. “India is trying to compete with China, it is
trying to attract foreign companies to manufacture and invest here. Modi
government wants India to be seen as a business hub for south-east Asia.”
(Onderkova, 2024)

Onderkova concluded the interview by saying: “Overall, there is still a certain bias

against India in the world. | believe that it will be the next Asian tiger.”

The second interviewee was doc. Mgr. Martin Farek, Ph.D., a professor at the

Technical University of Liberec. Most importantly, Farek is an author of an academic

book called ‘India in the Eyes of Europeans’ and a co-author of ‘Western Foundations

of the Caste System’. Furthermore, he has participated as a speaker at multiple

congresses and led several university delegations to India. As a researcher, he

focuses mainly on topics such as East Asia, relationships of Europe and India, and

Indian religions and traditions (KGE FP TUL, 2024). The focus of the interview was on

cultural factors.
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The caste system: According to Farek, there is a significant misunderstanding of
the caste system in India and the Indian culture in general. “It is a long story. The
British tried to understand the local culture and they had found that there are
many different groups of people, and they do not understand what it is really like
among them. The ancient concept of four to five caste groups seemed to help
them,” explained Farek. “This is a profound mistake. The British thought that this
division would help them in their colonial domination.” However, they had a



problem identifying members of the four groups, yet they pushed this division
into legislation. “The British separated the Hindu upper classes from the lower
classes. They used three social categories for the caste division of the lower
castes (also called the oppressed) — the Scheduled Castes, the Scheduled Tribes,
and some other classes. Thus, the British introduced caste discrimination in
legislation and administration.” Farek added: “The British thought it was all related
to religion — Hinduism. But then they found out that Muslims, Sikhs, and even
Christians belong to castes. Clearly, it is something inherent in the whole culture.”
After gaining independence, India abolished the caste system. However, the
legislation from 1950 started a new phenomenon called positive discrimination.
“Positive discrimination means that only people from the lowest groups (the
oppressed) are eligible for specific government grants.” Furthermore, these
people have multiple advantages throughout life, especially in education and the
admission process. “It seems like the oppressed people have had the bar lowered
for them.”

The truth is that there are many groups of people in India, that help each other
and are somehow historically related. “It is an interesting system that absorbs
newcomers and can integrate foreigners.” Regarding the Indian culture, Farek
stated: “They will forgive you for a lot of things because you are a foreigner.
Which is good for business, a lot of other cultures are not that accommodating.
Indians appreciate that you can observe their events with respect. Something
they truly do not like is a clever Westerner who brought all the wisdom.” Farek
compared this behaviour with Skoda Auto during its first years of operating in
India (see chapter 5.1).

Cultural specifics of doing business in India: Regarding doing business in India,
Farek added: “My experience is that if you want something to work in India, you
need local partners. It is important to talk to the people who make the decisions.”
In addition, Farek explained the important aspects of business meetings.
“Realistically, the fact that Indians have signed a treaty does not commit them to
anything. That is often unimaginable to us. Everything only starts to work when
you talk to the right people who make the decisions. Often, your counterpart is
also someone else who may not even be present at the first meeting. My
experience is that Indians test how serious you are. It is only when they make
their own assessment that you get to the people who really make the decisions.”
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Farek added: “It is a tough business. For Indians, business means time and
money. You can often find signals that Indians evaluate the business potential
during a meeting. A lot of the time and energy is required just for the initial
meetings. If something more interesting comes up, Indians do not continue
negotiations. The only way to avoid this is to build long-term, genuine
relationships.” Farek continued: “I have found out that most Europeans do not
want that. They do not want to go into deep, real relationships. If you want to
build relationships with Indians, there are a lot of things you must get over. Indians
expect you to open up, it is normal for them.”

“Indians are very pragmatic people. The whole culture is like that. It means that
they are willing to experiment with things much more than we are. A lot of people
say that it is a static religious culture, but it is not at all. You must be prepared
that what worked for you in one situation may not work next time. In fact,
European in India is always getting angry, frustrated. It can be mentally

challenging,” explained Farek at the end of the interview. (Farek, 2024)

In summary, both practitioners underlined the complexities of doing business in India,

emphasizing the necessity of establishing relationships for successful business

operations in India. Onderkova pointed out specific legal, political, and cultural

factors, while Farek focused mainly on the cultural aspects.
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5 Selected Czech companies operating in India

According to the Embassy of India in Prague (2024), several Czech companies are
operating in the Indian market. The list offers a wide variety of companies from
different industries including automotive, aerospace and defense, engineering,
finance, and medical equipment (see table 16). Some of them export their products
to India, while others operate in India through FDI (EOI Prague, 2024). However,
continuously more Czech companies are trying to enter the Indian market through
FDI, as direct exporting can be costly and inefficient due to the tariff rates in specific

industries.

Nevertheless, establishing its Indian subsidiary can be very demanding, so a common
approach is finding an Indian partner company and operating in India through a joint
venture (CzechTrade, 2023). A perfect example of this approach is Zetor Tractors, a
Czech manufacturer of agriculture machinery. Zetor entered the Indian market in
2023 through a joint venture with a local farm equipment manufacturer VST Tillers
Tractors. Together they formed an Indian company called VST Zetor Private Limited
and they are planning on launching three types of tractors that have been developed
specifically for the Indian market. Even before 2023, Zetor had already had a lot of
experience with business activities in India, after many years of exporting in the
1960s, a licensing contract with an Indian state-owned company HTM in 1970-1990,
and an Indian sales-oriented subsidiary from 2014 (VST, 2023). Operating directly in
India offers multiple advantages since it is a large stable economy with untapped
potential. It has a high domestic demand and a growing middle class with a rising
standard of living. Furthermore, the labour force is still significantly cheaper than the
one in the Czech Republic. However, entering India takes time due to the emphasis
on building relationships. Therefore, it is a long-term investment with both upsides
and downsides (CzechTrade, 2023).
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Table 16: Main Czech companies operating in India

Name of the company Area of business
Skoda Auto a.s. automotive

Doosan Skoda Power steam turbines
Omnipol a.s. aerospace and defense

Howden CKD Compressors s.r.o. | compressors

ZETOR Tractors a.s. agriculture machinery
BONATRANS Group a.s. wheelset solutions

BTL zdravotnicka technika, a.s. | medical equipment

Home Credit a.s. finance

LIKO-S, a.s. manufacturing and construction
Gearspect Group a.s. gear measuring equipment
SMT a.s. heavy machine tools

VH services s.r.o. heavy machine tools

Source: own processing based on (EOI Prague, 2024)

Skoda Auto a.s., BONATRANS Group a.s., and VH services s.r.o. have been selected
as case studies for this thesis. Each company represents a different business area,
and the companies also significantly differ in terms of their size. First, VH services
s.r.o. is a small exporting and service-providing company with around 10 employees,
operating in India for more than 30 years (VHS, 2024). Second, BONATRANS group
a.s. is a leading entity of the GHH-BONATRANS group, employing around 1700
employees worldwide. The company used to own a majority stake in Bonatrans India
Pvt. Ltd. between the years 2016 and 2024. (Bonatrans, 2024a; LinkedIn, 2024a).
Third, Skoda Auto group is a large MNC, widely considered as a pillar of the Czech
economy. It employs around 35,000 employees in the Czech Republic and almost
5,000 employees in India, where it has been operating since 2001 (Skoda Auto,
2024a; Skoda VW India, 2024).

5.1 Skoda Auto a.s.

Skoda Auto is a Czech car manufacturer established in 1925 through a merger of
Laurin & Klement and Skoda Company. Originally, Laurin & Klement started by
manufacturing bicycles in 1895 and only entered the car industry ten years later. Over
time, Skoda Auto has become one of the largest Czech employers and an important
pillar of the Czech economy (Skoda Auto, 2024a). Skoda Auto used to be a state-
owned organization, prior to 1991 when Volkswagen Group acquired 31% of the
shares in the company. Then, Volkswagen Group gradually increased its stakes in
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Skoda Auto and became the sole owner in 2000. Skoda Auto is headquartered in
Mlada Boleslav and has a production network of three sites within the Czech Republic
(Skoda Storyboard, 2016).

In 2001, Skoda Auto entered the Indian market as it established its first production
plant outside of Europe (Skoda Auto, 2024b). This plant was initially characterized as
a semi-assembly plant, later it became a fully operating production plant (Bachtik,
2024). Skoda Auto Group consists of Skoda Auto a.s., Skoda Auto Slovensko s.r.o.
(100% of shares belonging to Skoda), Skoda Auto Volkswagen India Pvt. Ltd. (12.1%
of shares), and Skoda Auto Deutschland (0% of shares, only management control). In
terms of the Volkswagen Group, Skoda Auto is its leading brand in the southeast
Asian region (Skoda Media, 2023). Skoda Auto Volkswagen India Pvt. Ltd. employs
around 5,000 employees (Skoda VW India, 2024). Operations in India are part of the
India 2.0 project, which aims to make India a global manufacturing hub of the
Volkswagen group. In 2018, Volkswagen Group invested around one billion euros in
the implementation of the project and a development of hew models for the Indian
market (Skoda Auto, 2018). In 2023, Skoda Auto Group achieved its highest revenues
of 26.5 billion euros, delivered almost 867,000 cars to customers and produced

slightly over a million cars. (Skoda Media, 2023)

Ing. Michal Bachtik provided a thorough interview on activities of Skoda Auto in India.
Bachtik has been with Skoda Auto and the Volkswagen Group for more than 20 years.
Currently, he is working as a Head of purchasing of lighting and electromechanics
parts (LinkedIn, 2024b). In addition, Bachtik is an expert in product development.
Bachtik provided useful insight information on Skoda’s adaptation to the Indian

market and the company’s main failures in India.

Bachtik divided the time of Skoda Auto in India into three periods: the first period
consists of years 2001 to 2010, the second of years 2010 to 2017, and the third period
from 2017 up to now. According to Bachtik, the first period for Skoda in India can be

described as “a happy period”.

 Years 2001 to 2010: Skoda Auto entered India by exporting full-business units,
which were cars produced in the Czech Republic. These cars were subject to
massive duty. Therefore, Skoda Auto cars could only be sold in a luxury segment.
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“With this move, Skoda Auto secured its position as a premium brand. When you
are entering the Indian market, it is good to ensure some brand exclusivity.”
According to Bachtik, there were many low-cost car brands that were trying to
secure their market position in India. The branding aspect of market entrance was
successful. Afterwards, Skoda Auto secured an advantageous duty rate on
import of middle-knocked-down cars. These cars were assembled in the
Aurangabad plant. “This was the golden period when you have a premium
position, and a product that is interesting — because it is European. And at the
same time, you have almost zero tariffs. We could afford to have high prices
because of that, as a premium brand.” In 2010, the Volkswagen Group decided to
manufacture tens of thousands of Skoda Auto and Volkswagen cars in India. “And
here comes the first mistake made by the Volkswagen Group.”

Years 2010 to 2017: Because of this strategic decision, Skoda Auto brand
changed from a premium to an ordinary-better brand. Skoda Auto products were
not adapted to the Indian market in terms of consumer needs, technical
parameters, and the market requirements. In addition, there has been an
unwritten agreement within the Volkswagen group that Volkswagen is
positionally perceived to be higher than Skoda Auto. Thus, if Volkswagen sets its
price at a particular level, Skoda Auto must go slightly under with pricing.
Furthermore, the parameters in terms of quality and technology remained
European. For that reason, some of the car parts still had to be imported or
expensively manufactured by local suppliers. Bachtik added: “So we have a
period of about seven or eight years until 2017, when we and Volkswagen were
producing European products that were not technologically adapted in any way,
and we were not making a profit on them. Quite frankly, it was not a success,
maybe in terms of volume, but the losses were incredible.”

From 2017 to now: The year 2015 saw a top-level management shift at the
Volkswagen Group. Most importantly the group significantly changed its mindset.
Skoda Auto was chosen as an ideal brand for the Indian market and received full
control. “In 2017, we travelled to India to ask local suppliers about the technology
and products. We asked them: how do you do it with local manufacturers and
brands? Local-external firms led by Indians began to get involved in the decision-
making process. We gained know-how from them, and Indians gradually got into
the management and leadership of our plant.”



Crucially, Skoda Auto changed the temperature tests of their new Indian
products. In Europe, it is necessary that cars pass this test up to minus 30°C. In
India, it is only minus 10°C. “This step was quite important, as you can use local
materials for the production,” explained Bachtik. Other things that were
specifically tailored are for instance the interior or the air conditioning. On the
other hand, the positioning of a blinker and the wipers stayed the same. One of
the local Indians recommended to keep the blinker on the left side of the steering
wheel, even though Indian car manufacturers have it on the right side. “It is an
atypical way of thinking, but if the customers have to learn that it is on a different
side than usual, they will understand it as European quality.” Therefore, not
everything needs to be changed for a car to be ideal and interesting.

The development phase lasted untii 2020 when Skoda Auto started
manufacturing its first fully adapted Indian car - Skoda Kushag. “We developed
completely new local products — products that have nothing to do with Europe.
Hence, Indian design, Indian technology, and the level of Indian quality,”
explained Bachtik. Since then, Skoda Auto has developed two other models,
Slavia, and a yet-to-be-named model which is being released in 2025. The latter
model is designed to maximize excise (tax) benefits for sub-4-meter size cars.
This specific car segment for India is the largest Indian segment in terms of sales
volume.

Furthermore, Bachtik stressed the necessity to adapt: “The lesson for any
European brand: you must adapt to their technology, quality, requirements, and
most importantly to their customer requirements, which are different from the
European ones.”

Management, corporate culture, culture, and other remarks: Regarding
corporate culture, Bachtik explained the necessity to let local employees into the
top managerial positions. Until 2017, only Germans were managing the Indian
subsidiary. “If you do not allow someone from India to lead, you can hardly make
local Indian decisions. This really changed only when Skoda Auto took over.”
Currently, the CEO and three out of five board members of Skoda Auto
Volkswagen India Pvt. Ltd. are Indians. “They were externally recruited managers
from local brands. It is a very important aspect — let them lead the way.”
Furthermore, Bachtik mentioned the element of corporate culture: “When you

have your own European culture, you cannot implement it anywhere else. You
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just cannot. You must let the local brand breathe its own culture. So, the Indian
cultural habits had to be implemented. That was crucial."

In terms of cultural differences, Bachtik put an emphasis on patriarchy. “In India,
you must understand that you still cannot put a woman in charge. It is
embarrassing, but it cannot be changed. You can try to gradually influence it, but
do not force it at all.” Furthermore, Bachtik claimed that the caste system still
plays a role in India. “What we do not understand at all is that the caste system
does indeed still exist in India, it has not been completely abolished. Indians
recognize each other's caste. As a European, one can only accept this.” Besides
that, micromanagement and a hierarchy are also important. “But that will change
in time. They will understand the need to give trust to the workers.”

Finally, Bachtik explained his thoughts about India's economic growth and
importance for Skoda Auto: “We are using India as a hub for expansion into
emerging Asian markets. Vietham has been recently declassified. Therefore,
Vietnam can be characterized as an extended arm of India. The cars that will be
sold there will be Indian.” Finally, Bachtik added: “India is becoming and will

become a great power.” (Bachtik, 2024)

Skoda Auto is turning its Indian subsidiary into an expansion hub and using it to further
enter Asian markets. The company achieves up to 95% localization, thus, it is an
embodiment of the ‘Make in India’ initiative. Both Indian production facilities are
located in SEZs, making it a perfect strategic location for further export (Skoda VW
India, 2024). All in all, Skoda entered India with a greenfield strategy. Later, Skoda
and the Volkswagen group experienced major losses due to the unwillingness to
adapt the product to Indian requirements. This led to a development and launch of
three car models custom tailored to the Indian market. Regarding the role of the Indian
subsidiary, it can be considered as a strategic leader or independent subsidiary
according to the three-factor model of generic subsidiary strategies (see chapter
2.4). Skoda Auto began their operations in India with a global strategy, but it was
forced to change it to a multidomestic strategy. In terms of coordination instruments,
Skoda started with a person-oriented instrument in a form of transfer of managers
and technocratic instrument in a form of centralization. After the year 2017, it has
moved away from this approach and rather started treating the Indian subsidiary as
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its own entity with local managers. Lastly, the India 2.0 project has increased the
decentralization of the Skoda Auto Group.

5.2 BONATRANS Group a.s.

BONATRANS Group a.s. (thereinafter Bonatrans) is a Czech manufacturer of wheelset
systems, headquartered in Bohumin and operating since 1965. Bonatrans focuses on
the development, engineering, production, assembly, and service of wheelset
systems for the railway industry. Bonatrans' products are useful for all types of rolling
stock such as high-speed trains, locomotives, metro, trams, and freight wagons. The
company delivers to more than eighty countries in the world. It is a part of an MNC
called GHH-BONATRANS, established in 2014 by acquiring the German company
GHH-Radsatz. GHH-BONATRANS manufactures in the Czech Republic, Germany, and
India. Furthermore, the group operates a sales and service office in Hong Kong. In
total, GHH-BONATRANS employs around 1,700 people worldwide. (Bonatrans,
2024a; Bonatrans, 2024c)

The company began setting up Bonatrans India Pvt. Ltd. in 2013. However, the official
opening of the plant took place later in 2016 (Bonatrans, 2024a). The subsidiary had
operated under Bonatrans' ownership for eight years until Bonatrans sold a major
share of the subsidiary (Weimann, 2024). Indian company Jupiter Wagons acquired
94.25% of the Indian subsidiary on the 20" of March 2024. The company acquired
Bonatrans India in a pursue of becoming India's only rolling stock manufacturer with

its own wheelset plant. (LinkedIn, 2024a)

A managing director of Bonatrans Ing. Jakub Weimann, MBA shared his experience in
a thorough phone call interview regarding the company’s operations in India. Besides
being a managing director, Weimann also serves as a member of the board of
directors (Bonatrans, 2024b). The interview is divided into four main parts: acquisition
of Bonatrans India, problematic business areas, labour and employment, and other

remarks.

o Sale of Bonatrans India: The first part of the interview focused on Bonatrans'

reasoning behind the sale of their Indian subsidiary. Weimann explained that the
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company was forced by the market to reorientate its focus on wheelsets for
freight transport, although Bonatrans mainly focuses on wheelset for high-speed
trains, metro, and trams. Trains and metro are a state matter in India and the
projects regarding this segment were too lengthy, lasting almost up to five years.
In general, Weimann described the pace of the market as slow. In terms of freight
transport, Bonatrans began building a long-term relationship with its main
customer, Jupiter Wagons. Their main customer later proposed an interesting
offer, hoping to acquire 94.25% stake in Bonatrans India. This offer seemed
mutually beneficial, resulting in Bonatrans accepting the deal. Nevertheless,
Bonatrans remains a minority owner and intends to stay in the Indian market also
through exporting.

Problematic business areas: Regarding the challenges of doing business in India,
Weimann expressed that most areas pointed out by MZV CR (2023) are in general
true (chapter 4), especially the bureaucracy. During the years 2013 and 2016,
Bonatrans was building the manufacturing plant in Aurangabad. Weimann
described this greenfield investment as ,,extremely administratively demanding".
Bonatrans built the plant in an industrial zone close to the Aurangabad plant
owned by Skoda. The company received some assistance from the Czech
Embassy in India regarding several administrative areas.

In terms of the management of an Indian subsidiary, Weimann stated: “It is
necessary to have a European leading, either with previous experience from India,
or at least from southeast Asia.” The managing director of Bonatrans India is
Slovak, with a previous experience from the Indian subsidiary of Skoda.
According to Weimann, the person leading the subsidiary should truly understand
the company and ideally there should be no cultural difference between the HQ
and this person. On the other hand, for local issues such as taxes and accounting,
Indian employees are much better and knowledgeable.

In terms of corporate culture, Bonatrans' manufacturing plant is located in an area
with a mix of 50% Hindu and 50% Muslim inhabitants. In the manufacturing
department, Bonatrans does not employ any women, although they have had
some women employees in the legal department. Weimann also explained, that
you could sense the caste system still existing, even between the employees of
Bonatrans India. All in all, the corporate culture definitely varies from the one in
the Czech Republic.



Regarding other problematic areas, Weimann mentioned that repatriation of profit
can be especially difficult for a MNC in India, sometimes even leading to a
withholding of payment. Furthermore, Weimann confirmed that Indians can have
a difficult time saying ‘no’, leading to a much longer effort required to reach actual
agreements. When comparing the differences between business meetings in
Europe, USA, and India, Weimann provided an example from the pandemic period.
“When there is an unexpected change in the market, Europeans and Americans
discuss the changes together and there is always a room for negotiation. Indians
are much tougher negotiators and when they decide that they do not accept any
changes, the meeting is over.” This is especially noticeable during business
meeting with state organizations. Bonatrans has experienced this when they tried
to enter the market of wheelsets for high-speed trains, metro, and trams.

e Labour and employment: Regarding labour and employment, Weimann
mentioned that: “Outside of the grey zone of employees without contracts, the
labour and employment is immensely regulated. The labour unions have
significant power. There are many companies that | would describe as dead or
non-functional because of it. They cannot afford to dismiss their employees
because of fines and payouts.” The whole process is administratively challenging.
Weimann also described Indian employees as not entirely loyal. “It is difficult to
find loyal employees and to retain them.” In addition, he explained that this often
has to do with the wage level, as employees often change jobs in order to gain
higher salary.

¢ Other remarks: When doing business in India, most transactions are done in INR,
although most private companies can also operate with euros and dollars.
However, the state organizations only operate with INR. In addition, it is
problematic to secure higher amounts of Indian rupees, as it is still a regulated
currency. In general, Bonatrans has never had to enforce contracts in India.
Lastly, Weimann explained that the company has benefited from its location in a
SEZ, where the company received specific advantages from the state and local
government regarding tariffs and other issues. (Weimann, 2024)

All'in all, Bonatrans has managed to establish an Indian manufacturing plant through
a greenfield investment. In terms of generic subsidiary roles, the subsidiary serves a
role of a contributor (see chapter 2.4). Although it has high capabilities (LinkedIn,

79



2024a), the environment is restraint, and that is one of the reasons why Bonatrans
decided to move to a minority ownership. Other reason was the necessity to shift the
main business focus toward wheelsets for freight wagons. Bonatrans have focused
on a global international business strategy in India. Regarding coordination
instruments, the company emphasizes person-oriented coordination in a form of
transfer of the managing director. Regarding corporate culture, the company has
decided not to enforce Czech corporate culture due to major cultural differences.
According to Bonatrans (2024c), the company has enjoyed a strategic cooperation
with Jupiter Wagon in the recent years, and a transition to a minority owner will result

in further development in the Indian market.

5.3 VH Services s.r.o.

VH Services s.r.o. (thereinafter VHS) is a Czech company based in Pilsen. It has been
operating since 1991 in the field of heavy machine tools (VHS, 2024). According to
HavliCek (2024), the founder and managing director, around 80% of their turnover
comes from business activities in India. It is a small enterprise with around 10
employees. The operations of VHS can be divided into three main segments:
providing service for heavy machine tools, export of used and new machines, and
spare parts. VHS offers service activities concentrated on machine tools with an
origin in the Czech Republic, primarily on tools made by Skoda Machine Tool a.s.,
which is a company based in Pilsen and operating since 1911 (SMT, 2024). The main
services include modernization, modification, repairs, inspections, assembling, and
dismantling. The second business area is export of used and new machines, although
this area has been declining in volume according to VHS' reference list. Regarding the
last business area, VHS delivers spare parts mainly to India, Germany, and other
countries. The company is equipped with a design facility in Pilsen, and commercial
and service network in India. (VHS, 2024)

The founder and managing director of VHS, Ing. Vladimir Havli¢ek, provided an
in-depth phone call interview regarding his company. The interview is divided into
three main parts: general information, problematic areas of doing business, and
strategy.
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e General information: Havlicek started the interview by explaining the current
business situation and the historical development of VHS. Currently, his company
focuses almost entirely on a delivery of spare parts and providing services for
heavy machine tools. His commercial network in India consists of individual
partner companies, where VHS does not own any shares. The relationships are
based on commission-based contracts. Regarding the partners, Havli¢ek has not
encountered any issues yet. He specifically insists on not paying his Indian
partners in advance to have some leverage. In the past, VHS used to have a
liaison office located in India. However, due to a major administrative burden
required to run a liaison office, HavliCek eventually decided to shut it down. The
bureaucracy was due to the business nature of liaison offices. VHS had to provide
yearly proof that all their costs and revenues arose in the Czech Republic and not
in India, since liaison offices can only be used as a representation of a foreign
company in India.

o Problematic areas of doing business in India: Havli¢ek confirmed the main
challenges in India as defined by MZV CR (2023) (see chapter 4 for more details),
adding that his company has experienced most of them to at least some extent.
Although VHS has never had to enforce contracts in India, he stressed the fact
that enforcement process is long anywhere in the world, but especially in India.
Then, the conversation shifted toward business meetings. Havlicek considers
Indians to be one of the toughest negotiators worldwide, and business meetings
in India are considerably different than the ones in the EU. Indians never want to
accept the initial offer, and they negotiate even for small amounts. “It is in their
DNA,” commented Havlicek, explaining that the negotiating process can also last
much longer in India. It is significantly much more difficult to agree on the price,
the delivery terms, and payment terms. “On one occasion, a representative of an
Indian company started negotiating a discount, without even knowing the offered
price,” added Havlicek. In terms of significant deals, it is essential to negotiate
with a member of the top management. Otherwise, the person does not hold the
power to accept the contract and the whole process can last additional months
due to the hierarchy in Indian companies.

Next, the interview with Havlicek addressed the importance of relationships in
India. According to Havli¢ek, long-term relationships are extremely important for
success in India. Afterall, he started building his own relationship network with
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Indian companies when he lived and worked in India as an expatriate. Under the
communism-regime in Czechoslovakia, exporting was regulated and only specific
companies such as Strojimport could engage in export activities. HavliCek spent
a few years working for the Indian subsidiary of this company and gained
experience and knowledge of the Indian market. After the change of political
regime in Czechoslovakia, he came back and established VHS. Most importantly,
he used his contacts and expertise to successfully enter the Indian market.
Regarding the stability of the Indian rupee, VHS has noticed that the currency has
been relatively stable in 2023, although their main business operations are done
in euro. The Indian companies also pay VHS in euro, despite the bureaucracy
regarding foreign exchange administration, which is required by the Foreign
Exchange Management Act. Lastly, HavliCek added that his Indian partners in
general praise the current government led by Modi.

o Strategy: VHS is a unique company since it was established with a purpose of
supplying and cooperating with Indian companies. Therefore, Havli¢ek tailored
his strategy to the Indian market from the beginning. The only changes he has
had to make so far have been the closure of liaison office and moving away from
the export of machine tools since 2017. On that regard, VHS has received an
increasing number of inquiries regarding machine tools in 2024. Because of that,
VHS is strongly considering re-entering this business area. VHS believes that it
might have to do with the economic growth in India and re-exporting from India
to Russia. In general, the demand in India for industrial machines is growing,

thanks to the fast-growing industry sector. (Havli¢ek, 2024)

Allin all, VHS is a small Czech company with most of their activities focused on India.
The company was established with a major competitive advantage, thanks to an
already existing knowledge of the Indian market and personal connections with
several Indian companies. VHS entered the market through direct exporting and an
establishment of a liaison office. The office served a representative purpose, thus,
acting as an implementer with low capabilities and low locational advantages. The
company has been pursuing a multidomestic strategy regarding the service of
machine tools and a global strategy in terms of the spare parts. Later, VHS decided
to shut down its foreign branch. Because of these reasons, the company has not had
to adapt their strategy that much, with the exception of a slight change of offered
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portfolio. Nevertheless, the difference in culture and mentality has influenced the way
VHS handles business meeting with Indians. Nowadays, VHS have been benefiting
from their long-term relationships with several Indian partners and are preparing for

a growth of business as the demand in India rises.
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6 The impact of individual factors on implemented

strategies of chosen Czech companies

According to the interviews with representatives of selected companies and
secondary research, both Skoda Auto and Bonatrans had to significantly alter their
strategy in India (see table 17). VHS, on the other hand, has not had to adapt that
much since it is an exporting company focusing primarily on the Indian market since

its foundation.

Table 17: Adaptation of the selected Czech companies to the specifics of the Indian
market

Important changes Skoda Auto Bonatrans VHS
product, product portfolio v v v
approach to top management v X not applicable
corporate culture v v not applicable
role of subsidiary v v v

type of international business strategy v no information X
approach to business meetings v v v

Source: own processing based on (Bachtik, 2024), (Weimann, 2024), and (Havli¢ek, 2024)

Skoda Auto was forced to change its product due to economic reasons, as
maintaining European quality and importing specific car parts was highly cost-
inefficient. That was also due to political factors such as higher tariff rates and the
influence of initiatives such as ‘Make in India’, through which the Indian government
pushes foreign MNCs to manufacture and invest in India. To avoid further losses and
to use India as a hub for expansion into southeast Asia, Skoda Auto heavily invested
and developed new car models tailored to the needs of Indian customers. These
models are cost-saving because of high localization of their production. They were
developed in cooperation with local companies, paying attention to local cultural
preferences. Bonatrans also had to change its product portfolio due to the specifics
of the Indian market. According to Weimann (2024), the main reasons for this were
the slow pace of the market growth and difficulty in negotiating with state-owned
organizations, which were the company’s main partners before reorienting to private-
owned organizations operating in the freight wagons industry. VHS has had to slightly
change its product portfolio, by no longer exporting used and new heavy machine
tools. However, this change in strategy is being reconsidered because of higher
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demand for these tools, as the industry sector in India grows in line with the economic
growth (and perhaps also because of growing re-exports to Russian Federation).

Regarding the top management of an Indian subsidiary, Skoda Auto and Bonatrans
differ in their approach: Skoda Auto started doing business in India with expatriate
management incapable of making appropriate local decisions (Bachtik, 2024). Later,
the company moved from its initial expatriate approach and let local Indian managers
lead the way. Bonatrans has had a Slovak managing director for the entirety of its
existence in India. Weimann (2024) believes that no cultural distance between the HQ
and the director of a subsidiary has been crucial for their success. Nevertheless, the
rest of the top management in Bonatrans India consists of local managers, stressing
the need to have managers who understand local issues and the local environment.
(Bonatrans, 2024d)

In terms of corporate culture, representatives of both Skoda Auto and Bonatrans
agreed that it is necessary to adapt to local specific, especially regarding religion.
“You must let the local brand breathe its own culture,” stated Bachtik. Religion as a
cultural factor was also pointed out by Onderkova (2024). The two companies built
their manufacturing plant in a SEZ in Aurangabad and employed a mix of Hindu and
Muslim employees. Both Bachtik and Weimann expressed the opinion that the Indian
caste system still persists. Each noticed the importance of this cultural factor during
daily operations in their subsidiaries, or during business meetings. This corresponds
with the information from Farek (2024), explaining that the caste system is deeply
rooted within the Indian culture, no matter what religion the people believe in.
However, the groups cannot be divided into the original four or five castes which were
used during British colonial administration. Regarding this matter, Farek understands
the caste system as a dynamic constellation of groups. Regardless of the definition,
this cultural factor plays an important role. (Bachtik, 2024; Weimann, 2024, Farek,
2024)

For Skoda Auto and Bonatrans, the original purpose and role of a subsidiary had to
be changed. The subsidiary of Skoda Auto has developed from a contributor to an
independent subsidiary. This change was possible because of the shift from a global
strategy to a multidomestic strategy. Bonatrans, however, moved from a majority to
minority ownership of its Indian subsidiary, likely because the subsidiary has not
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fulfilled its potential and remained a contributor instead of a strategic leader. In the
case of VHS, the company used to operate a liaison office in India. Nevertheless, they
have decided to close the subsidiary due to a sole reason — bureaucratic burden.
(Havlicek, 2024)

Regarding business meetings and building long-term partnerships with Indian
companies, Havlicek and Weimann confirmed the difficulty of negotiating with Indian
partners. Both in terms of the contents of the meetings and the length required to
reach any kind of conclusion.

In general, Skoda Auto adapted themselves to the Indian market the most. Bonatrans
has also had to make significant changes. Despite those changes, full ownership of a
manufacturing plant in India likely seemed no longer advantageous for the company.
This underlines the difficulty of undertaking in India for some businesses that
encounter barriers such as when dealing with state-owned companies. Weimann also
specifically pointed out bureaucracy as one of the main business issues in India,
which was further underlined by Onderkova (see chapter 4.5). VHS is the only
selected company that has not had to adapt that much to be successful in India.
However, that is thanks to its mode of entry and expertise in the market from the very
beginning.

Overall, the biggest challenges Skoda Auto, Bonatrans, and VHS have faced in India
are bureaucracy, differences in culture and mentality, the course of business
meetings, a strong emphasis on personal contact, and repatriation of profit in the case
of MNCs.

In addition, the Modi government has been a positive political factor for foreign MNCs.
Havlicek confirmed that his Indian partners are satisfied with the political
development in India. However, as mentioned by Onderkova, the government can
suddenly decide to protect specific industries, or even retrospectively raise taxes,
which could become a major issue for specific companies. Regarding this matter,
Onderkova added: “Companies need to look at their industry and in which direction
are the laws developing before entering India.”
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For Skoda Auto, it is evident that its success in India depended on the ability to adapt
the strategy to the Indian market. The same can be argued for Bonatrans, which
completely reoriented its focus on a different segment. In comparison with Skoda
Auto and Bonatrans, VHS is the only selected company which can be characterized
as a domestic company, rather than an MNC. According to the managing director

Havli¢ek, the company has not had to adapt its strategy much since its foundation.
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Conclusion

India is a country of untapped potential, and the Modi government is hoping to reach
this potential by transforming India into a global manufacturing hub. The country is
rapidly developing in terms of economic indicators and is set to become a world
powerhouse by 2050. India is a democratic republic, which is one of its most
important upsides. However, the country is also facing several issues. These consist
of environmental issues, income inequality, low educational attainment, and cultural
factors such as patriarchy, or positive discrimination of people from the lowest
societal classes.

The government is trying to attract FDI and motivate MNCs to manufacture in India
with initiatives such as ‘Make in India’, while aiming to prevent the repatriation of
profit. However, some industries remain heavily protected from foreign competition
and in some instances, import is strictly prohibited. Generally, the government is
hoping to protect the strategically important sectors, while liberalizing the trade in
other sectors.

Doing business in India can be challenging, due to several obstacles: bureaucracy,
differences in culture and mentality, the course of business meetings, and a major
emphasis on personal contact. For these reasons, a common approach is finding an
Indian partner company and establishing a joint venture. Issues regarding taxation or
accounting generally require local expertise, usually acquired through cooperation

with vendors. Often, the pace of business is slower than in Europe.

The main economic factors that influence business in India are the continuous
economic growth, both in terms of the total GDP and the GDP per capita. In addition,
other macroeconomic factors such as inflation and unemployment have been stable
in the past few years, although they have been hovering around 6% and 7%. In
comparison with other developing countries, India has a developed service sector
and a growing industry sector. Furthermore, the Reserve Bank of India is trying to
make INR a stable currency that can be used worldwide by reserve banks of other
countries. Regarding the most important legal factors such as the taxation policy and
labour law, the government is trying to ease the complexity of these areas through

multiple reforms. In terms of FDI, there are two legal routes - automatic and
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government. A company is allowed to use the automatic route up to sector-specific
investment limits. To attract foreign MNCs, the central government provides tax
concessions and other incentives. These incentives consist of export-linked
incentives and industry-specific incentives, while local cities and individual states
also often provide additional incentives, especially in their SEZs. Regarding cultural
factors, there is a major difference between Czechs and Indians in all human
relationship dimensions, uncertainty avoidance, power distance, and individualism.
According to a practitioner, masculinity in India is also much higher than in the Czech
Republic. Other main cultural factors that play a role in India are religion, hierarchy,
and the caste system. Often, a higher degree of micromanagement is required. Due
to the cultural differences, the difficulty of business meetings is especially high, and
negotiations can last much longer than what are Czech businesses used to. Culturally,
Indians can have a difficult time saying ‘no’, which adds to the complexity of
cooperation.

Many Czech companies operate in India with hopes of securing a place in one of the
largest growing markets in the world. They are operating mainly in areas such as
automotive, aerospace and defense, engineering, finance, and medical equipment.
Three Czech companies have been selected as case studies for this thesis. MNCs
Skoda Auto and Bonatrans had to significantly change their strategy to be successful
in India. This includes a major change of a product and the product portfolio. Both
companies also had to change the role of their subsidiary. Furthermore, Skoda Auto
replaced its expatriate top management with local Indian managers and increased the
decentralization of the whole group. Nowadays, Skoda Auto Volkswagen India Pvt.
Ltd. is planning on exporting their Indian car models to Vietnam. Regarding Bonatrans,
the company has kept its own managing director to ensure smooth coordination
between the HQ and the subsidiary. However, for all other top managerial positions,
the company hired local managers. Both MNCs had to adapt their corporate culture
in India, as it was deemed illogical to enforce European habits and values. Regarding
VHS, the company was established with the intention of supplying Indian companies.
It operates in India through exporting and contractual agreements with Indian partner
companies. Throughout the years, the company has shut down its Indian subsidiary
due to a high degree of bureaucracy. Out of the three selected Czech companies, it

is this one that has adapted the least. Nevertheless, that is understandable as its
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mode of entry is exporting and not greenfield investment as in the case of Skoda Auto
and Bonatrans. Furthermore, the company provides service for heavy machine tools
that last decades and do not have to be adapted as often as cars, or railway
wheelsets.

All in all, doing business in India is a difficult task. However, if a foreign company
succeeds there, it can expect long-term growth and increasing opportunities. Despite
all the challenges companies face in India and the often-necessary adaptation, the
upsides of this Asian economic giant are likely bigger than the disadvantages.
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Interview with Ing. Hana Onderkova from CzechTrade

The interview took place online on the 15" of March in 2024, lasted around 60 minutes
and it was conducted entirely in Czech. Therefore, the transcription is also available
in Czech. The interview was semi structured, with general topics. These topics had
been sent beforehand and served as an inspiration for the practitioner.

Otazka: ,Mohli bychom zacit tfeba témi problematickymi oblastmi?*

Onderkova: ,Ja bych zacala s byrokracii pfi zaloZeni podniku. Ta je v kazdém kroku.
Firmy se musi prvné rozhodnout jaky typ podnikani chtéji, pak jsou problémy treba pfi
zaloZeni bankovniho Uétu, nebo pfi ziskdvani rizné dokumentace. Na placeni dani
tady mame tzv. Pan Cards, ty je také obcas tézké ziskat. Indové jsou takovy papirnici
a hodné vécijim trva dlouho. TakZe to je urCité aspekt, ktery hraje roli. Pak taky zaleZzi,
jestli jsou ty firmy vyrobniho charakteru — jestli tady maji vyrobu, nebo jen obchodni
pobocku. To se pak mize velmi ligit. Nékdy se stava, Ze si firmy pfivezou své pfistroje,
uréitym zplsobem musi tedy dojit k procleni. Byrokracie a postup dokumentace je
pomalejsi nez v Evropé. Indie tvrdi, Ze se ,Ease of doing business’ zlepSilo. Pfesto
vime, Ze proces zakladani poboCky je pro ¢eskou firmu hodné narocny. Dalsi véc,
ktera jde ruku v ruce se zakladanim pobocky je vybér tzv. vendora, tedy kdo ¢eskym
firmdm v Indii pomaha. Je tu velké mnoZstvi organizaci - at jsou to ucetni, nebo pravni
firmy — které pomoc nabidnou, ale ne vZdycky adekvatné. Hodné krat dochazi k tomu,
Ze firmy vstupujici na indicky trh nemaji dobrého partnera, nebo chtéji usetfit penize
a vyberou si $patného partnera. Potom dochazi k problémim, kdy partnefi nedélaji
préci dobre, &i vibec. Je to tedy kombinace pomalého administrativniho prostiedi
v Indii a droveri nékterych provozovatel( sluZeb, ktefi neddvaji adekvatni podporu
firmam. Méla jsem tu malou ¢eskou firmu, ktera chtéla usetfit pfi ziskani dokumentd,
a nakonec musela zaplatit vétsi pokuty za nedostatec¢nou dokumentaci, nez kolik tato

firma usetfila na vybéru partnera.”

,Dalsi véc je dilraz na osobni kontakt, a to nejenom pfi zaklddani, ale také pfi hledani
distributord. Vidime, Ze firmy, které se snaZi a osobné pfijedou na jednani do Indie,
maiji lepsi vysledky. Proaktivita, aby tady byly firmy uspésné, tady urcité musi byt vétsi
neZ v zapadni Evropé. Firmy, které maji vic proaktivni pfistup (osobni obchodni
jednani v Indii, follow-up) jsou tady urcité trochu uspésnéjsi nez firmy, které se
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spoléhaji na pouhé zavolani. Odlisnd mentalita a kultura jde ruku v ruce s dirazem na
osobni kontakt. Indi si na osobni kontakt daji. Jakmile si partnery najdete a oni vam
veéri - tak vam vyjdou vstfic. Fakt ale je, Ze Indové jsou tzv. slibotechny. Kulturné tady
neni dobré rikat spatné zpravy, kazdy tedy hodné naslibuje, a ne vzdy to dodrZzi.
Kulturné se Indové stéle uéi (zapadnim zvykim). Malo kdo vam tifeba fekne ,ne’.
Indové vse odsouhlasi, ale pak od nic dlouho nic neuslysite. Dalsi véc je, Ze pokud
Indové vidi obfi obchodni potencial, tak nejsou pomaly. Indie je v tomto ohledu takova
zvlastni. Nékdy je to hodné nepredvidatelné. Pokud citi, Ze to md{Ze byt dobry
business, tak velké problémy v komunikaci nejsou.”

Téma: ,Podle teoretické pripravy jsem pfipravil rozdily nasich kultur (Hofstedeho

dimenze). Je to samozfejmé trochu zobecnéné.”

Onderkova: ,Long-term time orientation bych fekla Ze sedi. Co se tyce masculinity,
tak bych fekla, Ze Indie je urcité vic maskulinni (neZ podle Hofstede Insights 2023).
Tady je work-life balanc obecné Spatny. Na &im vyssi pozici jste, tim delsi pracovni
doba se ocekava. Ja jsem délala pro indické firmy roky a fekla bych, Ze jejich zakonik
prace je stale nedefinovany. Jak prichazeji zapadni spoleénosti do India, tak se na to
uréitym zplsobem zading hledét, ale obecné je pro hodné Ind( prace jejich Zivot.
Samoziejmé je rozdil, jestli pracujete v korporatni spole¢nosti, nebo tfeba jako fidic,
ale fekla bych Ze masculinity by méla byt kolem 80. Ja jsem napfiklad jesté nikdy
neslysela, Ze by tu nékdo stavkoval (kvUli pracovnim podminkam). Je tu obii mnoZstvi
lidi, ktefi pracuji denné a neregulované. Ceské firmy museji ndsledovat zakonik
prace a samozfejmé zaméstnavat Indické zaméstnance legalné. Mame tu obrovskou
populaci, stale relativhé velkou nezaméstnanost a levnéjsi pracovni silu. Mentalita
tady stéle je, Ze nespokojeného zaméstnance mdzZe nahradit dal$ich deset tisic lidi.
Dalsi véc, s kterou mohou mit ¢eské firmy tady problém je droveri zaméstnancy. KdyZ
se podivame napfiklad na délnické profese, tak cesky délnik je obecné vzdélanéjsi
neZ indicky. Na vétsiné indickych staveb jsou zaméstnanci Uplné negramotni. TakZe
ta uroven nutného dozoru je tu vétsi. | kdyZ je tedy pracovni sila levnéjsi, tak vyZaduje

vétsi mnoZstvi manaZerské kontroly. To mlZe byt uréitym zplsobem vyzva."

Otazka: ,Jestli mohu dodat, ja tady mam pfiklad z jedné ceské firmy v Indii, z Home
Credit India. Ti maji ve vedeni Cecha a témér véechny zaméstnance z Indie. Je toto

normalini pfistup zahranicnich firem v Indii?*
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Onderkova: ,Ano je, to se obecné déje hodné, kdyZz tady zapadni firmy — nejenom
Ceské - zakladaji pobocCku, tak si vZdy pfivezou expatsky management. TakZe
management jsou obvykle expati a firmy si poté dodatecné hledaji a trénuji indické
,ndhradniky". Jsou tady uréité firmy, které si expatské vedeni nechdvaji. Rekla bych,
Ze je to dllezité, séf potfebuje mit prehled. Pokud nemdte vyloZené clovéka, co
pracoval v zahranici, tak je ve firmé stdle urcitym zplsobem indické mysleni a jejich

zpUsob vedeni, ktery je od zdpadniho odlisny.

Dalsi véc, ktera je tu obvykla, je micromanagement. ZaleZi na organizaci a o jaky typ
prace se jedna. Ja jsem vidéla firmy, které micromanagovali hodné, nékteré zas méné.

Obecné si myslim, Ze je to tady trochu nezbytné.

Rekla bych, Ze ,indulgence’ v Cechéch je vy$si neZ v Indii. V Cechdch mé hodné lidi
koni¢ky a volny Cas. Tady to témér neexistuje. | co se tyCe stfedni tfidy, tak témér
kazdy tu pracuje mnohem vice hodin neZ v Evropé. Hodné lidi tu nema Zivot mimo
praci. Pro vyssi stfedni tfidu a bohaté je to uz samoziejmé jiné. Ja jsem tady
standartné pracovala 12 hodin denné, kdyZ jsem délala pro indickou pravni firmu. Indii
bych dala ,indulgence’ tak na 15. Dalsi v&c tu je, Ze v Indii jsou obrovské vzdalenosti
na dojizdéni, lidi tu stravi denné klidné dvé aZ tfi hodiny denné dojizdénim. O&ekavani,
Ze budete pracovat vice hodin je tu uréité vétsi neZ v Ceské republice. Je tu obff
konkurence, pokud chcete byt Uuspésny, tak musite makat. A to i co se tyle tfeba
vzdélavani a vysokych skol.”

Otazka: ,MiZeme pfejit na ovlivnéni strategie firem, napfiklad adaptace produktu,

zména firemni kultury, jiny pfistup k obchodnim jednanim a podobné?*

Onderkova: ,Obecné vidim, Ze ¢eské firmy maji hodné rigidni zplsob obchodu. Indie
je zemé kde se véemu nechava volny pribéh a Indové pfemysli dost kreativné. Ja
bych ceské firmy rozdélila oborové. Na vyrobni a ostatni firmy. Modiho viada obecné
tlaci na to, aby vyroba byla v Indii. UZ to, Ze se ¢eska firma rozhodne vyrabét v Indii
je svym zplsobem zména strategie. Dalsi véc je, Ze urcité nelze mit stejnou firemni
kulturu jako v Cechdch. Dam pfiklad, Indi oslavuji velké mnoZstvi naboZenskych
svatkd. Firma musi nasledovat kulturni faktory, zejména ty naboZenské musi
respektovat. Pokud ma firma na to zdroje, tak musi urcitou ¢astku ze zakona darovat
(investovat) na dobry divod. Proaktivni firmy mohou napfiklad zaloZit organizace pro
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vzdélavani Zen. Je tu hodné véci, co miZe firma udélat tykajici se investice do lidi,
které jsou v Cesku uZ ddvno nepotfebné. MiZou mit tfeba $kolku pro déti
zaméstnancd, poskytovat vzdélavani, a podobné. Prozatim je to néco, &m se Ceské
firmy moc nezabyvaji. Vidime to ale u Dant, NémcU a jejich pobodek v Indii. Co se
tyce tedy podpory spolec¢nosti, zahranicni firmy mohou Indii hodné pomoct. Obecné
bych fekla, Ze je lepsi (pro zahrani¢ni spoleCnosti) platit indické zaméstnance
standartné a nabizet jim nepfimé benefity — Skolka, vzdélani, pojisténi. Mzdové
naklady ale obecné v Indii rostou rychle, stejné jako HDP. Maiji tady rocni zvyseni
platu, kdy maji indické firmy zvysit plat. Ja osobné jsem jednou méla zvyseni platu o
40 %. V dobré praci se o¢ekava, Ze meziro¢ni zvyseni platu bude 10 % anebo vice.

Jinak Indie je v soucasnosti zemé, na kterou se koukd cely svét. Ceské firmy tu nejsou
jen v konkurenci s indickymi firmami, ale i s celym svétem. Trochu odbocuji od
tématu, tak jdeme na adaptaci/pfizplsobeni produktu. Ano, ale zaleZi na firmé.
Napfiklad firma, ktera déla ,waste management’ se musi adaptovat. Indicky odpad je
trochu odlisny od evropského. Casto pfichdzeji firmy s technologiemi, které v Indii
nefunguji, protoZe tady se nékteré véci délaji jinak. ZaleZi tedy hodné na odvétvi,
skvély priklad customizace v Indii je McDonald ‘s, ktery musel velmi zménit nabidku.

Co se tyce podnikani v SEZs, clo se odpousti pfi importu do Indie pouze, kdyZ zde
firmy néco vyrobi a exportuji dal. SEZs maji smysl pro firmy, které vidi Indii jako
centrum pro jihovychodni Asii. Pokud si vyrobni zavod firma v SEZ udéla, tak se musi
divat i na cely trh jihovychodni Asie, poté to ma vyznam. Indi se snaZi konkurovat
Ciné, snaZi se pfildkat zahraniéni firmy, aby tu vyrabély."

Otazka: ,Docetl jsem se, Ze indicka vlada se snaZi byt proreformni a proobchodni,
pritom v Indii pfibyvaji tarifni opatfeni. Myslite si, Ze tento trend bude pokracovat?*“

Onderkova: ,Dva dny zpdtky podepsala Indie FTA se zemémi EFTA. Evropska FTA je
v jednani, je v jednani myslim také FTA s AmeriCany a Australany. Indi urcité jsou
obchodné otevfeni, ale umi si vse spocitat. Celni vyhody budou dostupné pouze
v oblastech, kde se to Indii vyplati. Stale tady budou urcité oblasti, kde bude Indie
nechavat cla. Kvalita je totiZ porad lepsi ze zapadu. Urcity protekcionismus tu bude,

aby Indové donutili zapadni firmy si tu zaloZit fabriky.
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Dodala bych, Ze je tu obtizna repatriace zisku pro zahranicni firmy. Dalsi véc je, Ze tu
plati uréité zakony o placeni penze zaméstnancim. Tyto zakony funguji trochu jinak
nez v Ceské republice.”

Téma: ,Z vice zdroju jsem se dozvédél o problému vymahatelnosti smluv v Indii."

Onderkova: ,Je to trochu problém. Na druhou stranu jsem zase zaZila, Ze nam Ceské
firmy poslou urcité smlouvy a poZaduji, aby tyto smlouvy platily podle ¢eského prava.
Na to se kazdy v Indii vysméje. Pravni sluzby jsou tu relativné drahé a soudy tady maji
vice nevyfizenych zélezitosti. Co se tyce zdanéni, méli jsme tu specifické pfipady.
Treba gaming (online gaming) se snaZi indicka vidda regulovat. Par rokl nazpét se
indicka vlada rozhodla, Ze zpatecné zvysi dan ze 18 % na 32 % a poZadovala
doplaceni dané z pfedchozich tif rokd. To je ta nepfedvidatelnost, kdy se miZe vidda
zpatecné rozhodnout. Je to potencialni risk u uréitych segmentd. Co se tyée obchodu,
kdyZ se Indie rozhodne, Ze nékteré odvétvi je kli¢ové, tak mlZe Uplné zakdzat dovoz
do zemé. To se tyka tfeba dronl. Neddvno zakézala Indie dovoz soucéastek laptopd.
Firmy se musi podivat pfed vstupem do Indie na svdj obor a jakym smérem se ubiraji
zdkony. V. mnoha ohledech jsou tedy zahranicni firmy nucené vyrabét v Indii, pokud
chtéji v Indii obchodovat.”

Téma: ,,V minulém roce byla INR stabilni vi¢i USD."

Onderkova: ,To se v soucasnosti snaZi indicka vlada udélat. Po Covidu zacala indicka
vlada chtit, aby byly INR vhodné k nakupu globalné. Poté by mohly byt nakupovany

centralnimi bankami celosvétové. Zrovna nedavno jsem o tom s nékym mluvila.”
Dodatecna témata:

Onderkova: ,Firmy si tu obCas museji najit obchodniho partnera, ktery produkty
dokaZe dostat do statnich organizaci, jako jsou napfiklad nemocnice. Nékteré eské
firmy se tu tedy mohou setkat s tim, Ze po nich budou chtit Indové ,brokerage fee".
Mimo to, Ceské firmy, které chtéji dostat indické zaméstnance z Indie do Cech
(3koleni apod.) nardZi na problémy s vizy. Co se tyée nekvalifikovanych zaméstnancd,
tak Ceska republika vydava pouze velmi malé mnoZstvi viz za rok. Z tohoto ddivodu
nedochazi k mezikulturni vyméné. Byrokratické problémy jsou tedy i na strané Cech.
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Celkové ve svété stale existuje uréitd zaujatost vici Indii. Indie bude podle mé dalsim

tygrem z vychodu (i co se ty¢e HDP na osobu).”
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Interview with Ing. Michal Bachtik from Skoda Auto a.s.

The interview took place online on the 19" of March in 2024, lasted around 40 minutes
and it was conducted entirely in Czech. Thus, the transcription is also available in
Czech. General topics had been sent beforehand and served as an inspiration for the

interviewee.

Bachtik: ,Nejvice zkusenosti mam v oblasti produktu. Produkt skute¢né musi byt
odlisny a ja bych dokonce timhle tim zacal, protoZe od toho se odvedou vsechny
ostatni véci. Jakykoliv produkt umistény na zahrani¢ni trh bude potfebovat adaptaci.
Historka Skodovky je takovd, Ze v dobé okolo 2001 jsme dovéZeli do Indie zde
vyrobena auta, tzv. FBU auta (full-business unit). Tyhle auta podlehly neskutec¢nému
clu, tudiz se tam prodévaly pouze v luxusnim segmentu. Timto krokem si Skodovka
zajistila pozici prémiové znacky. To uZ mate prvni ekonomicky aspekt, kdyZz
vstupujete na indicky trh, tak je dobré si zajistit néjakou znackovou vyjimecnost. Low-
cost znacek, které se tam tladi z Asie - typicky z Ciny — jsou stovky. Tenkrdt to
skutecné byl velky uspéch, Skodovka byla vniména jako prémiovd zna¢ka. Koncern
Volkswagenu se rozhodl, Ze vstoupi do Indie s plnou vyrobou aut — vyrabét lokalné.
Tohle nastalo nékdy kolem roku 2010. Postavil se tam vyrobni zavod, kde se vyrabély
Volkswageny a Skodovky. To mezidobi mezi rokem 2001 a 2010 bych nazval
$tastnym obdobim Skodovky, kdy jsme si udélali viastni polo montazni zdvod ve
mésté Aurangabat. Bylo tam tedy prechodné obdobi, které jsme vyuZili. Po tuto dobu
jsme ziskali vyhodu nizkych cel na polo rozlozené vozy (MKD=middle knocked-
down). To znamend, my jsme tam dovezli olakovanou karosérii a veskeré montazni
prvky. Ty se tam viastné sestavily. Tohle bylo zlaté obdobi, kdy mate prémiovou
pozici, produkt, ktery je zajimavy — protoZe je evropsky. A zaroveri mate skoro nulova
cla. To byla velice dobra faze. Mohli jsme si dovolit mit vysoké ceny diky tomu, jakoZto
prémiova znacka. Ted' pfisla strategie vyroby CKD (completely knocked-down) a byl
zamér tady ve vysokych desitkdch tisic vyrabét Volkswageny a Skodovky. Pro to

tenkrat byly myslim urceny Ctyfi produkty.

A tady uZ nastava prvni kamen drazu a chyba, kterou udélal Volkswagen koncern.
Dostavame se k prvnimu, co pfestal trh akceptovat. My jsme se chtéli stat masovou
znackou, tudiz jsme museli sniZit ceny a ustoupit z prémium brandu. Respektivé,

Volkswagen v té dobé nemél Zadny brand v Indii a existuje takova nepsané dohoda
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v koncernu, Ze Volkswagen je poziéné chapany vys neZ Skodovka. TudiZ, jestlize si
Volkswagen nastavil cenu nékde, tak Skodovka musela jit lehce pod s cenami. Tehdy
nastal ten problém, Ze najednou se prémiova znacka stala béZnou lepsi znackou.
Protoze ty produkty nebyly nijak adaptovany na potfeby Indie, respektive potfeby
zdkaznika — a co je nejhorsi, na technické parametry a poZadavky trhu. Tak nastalo
velké ekonomické zklamani, protoze ty produkty byly na vstupech extrémné drahé -
¢ast komponentl se dovaZela a ¢ast se lokalné nakupovala. Lokalizace i dovaZeni se
stale tykalo vlastné pordd evropské techniky a kvality téch produktd. Indové to
vyrobili v evropské kvalité, ale bylo to za draho. Jako pfiklad, my jsme si sice lisovali
plechy lokdlné, ale ten plech musel byt dovazen z Evropy, protoZe byla povaZovéana
evropska kvalita vstupnich plechd. Pochopitelné si vsichni v Indii ,tukali na hlavu’ co
blbneme, pro¢ nevyuzivame lokalni vyrobu. Ale poZadavek koncernu byl takovy, aby
byly parametry z pohledu kvality a technologie zachované evropské parametry. Tudiz
produkty byly na vstupech extrémné drahé a na vystupech musely drZet hladinu, aby
se prodavalo — uzZ ne prémium, ale feknéme vyssi lepsi tfidy. TudiZ tady mame obdobi
asi 7 nebo 8 let do roku 2017, kdy jsme vyrabéli my a Volkswagen evropské produkty,
které nebyly nijak adaptované technologicky, a tudiz jsme na nich prodélévali. Upiné
na rovinu to nebyl Zadny uspéch, moZna objemoveé, ale ztraty byly neskutecné.

Po roku 2015, kdy se zménilo vedeni koncernu a zménilo se vyrazné mysleni koncernu
Z tradiéni zna&ky, tak se za&alo vyrazné diverzifikovat. ProtoZe Skodovka v pfedchozi
dobé opravdu naplriovala status ,simply clever’, tak se vedeni koncernu rozhodlo to
dat néjaké znadce, kterd je ambicidzni. Skodovka mé chut, ma drive a umi myslet
jednoduse. V roce 2017 se rozhodlo, Ze koncernovou odpovédnost za celou Indii
dostane znacka Skoda. Skodovka si na to postavila strukturu, a hlavné pfisla s novymi
produkty. Respektivé, vymysleli jsme Uplné noveé lokalni produkty — s Evropou to nema
nic spole¢ného -, tedy indicky design pro Indii, s indickou technologii, na uroveri
indické kvality a technologie (ktera neni vibec $patnd). Jako pfiklad, klimatizace
v Evropé ma byt co nejtissi a aby foukala vzduch. V Indii to musi byt pfesné naopak,
musi byt hlasita a foukat co nejvice. V Indii neni potfeba ladit decibely. PopiSu vam
postup, jak jsme to délali. Ptali jsme se lokalnich vyrobcd, co ndm nabidnou a tvrdili
jsme jim, Ze chceme to samé, co chce Hyundai. Hyundai jsme si vzali jako
,benchmark’. Oni (lokalni vyrobci) nam fikali: oni (Hyundai) to délaji takhle, ale vy to

mate ve vasich poZadavcich prilis slozZité. Dalsi priklad, co se hodné fesilo, jsou
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teplotni testy. VSechny vyrobky, které jsme do té doby dodavali do Indie, musely
splriovat teplotni test na -30 stuprid. ProtoZe to je poZadavek v Evropé. V té dobé
konecné nékdo prosadil, Ze s vyjimkou Himalajské oblasti tam prosté zima neni. Tudiz
je naprosto zbyte¢né testovat na -30 a staci na -10 stuprid. Tenhle krok je celkem
vyznamny, protoZe tam pak miZete ddvat lokdini jiny materidly. Tyhle produkty uZ
byly plné pod patronaci Skodovky, dostdvaly se tam indické technologie a opravdu
se hodné ladilo. Prosadilo se vic¢i koncernu, Ze tam budeme mit skuteéné lokdini
technologie, lokani kvalitu, prosté se v$im lokalnim. Napfiklad se velky diraz daval na
design interiéru toho vozu. V Evropé to tak neni, ale v Indii mate tfeba potfebu, aby
tam byl chrom. Nebo tfeba Indy hodné zajima, jestli ma auto velky display. TakZe se

klad! ddiraz na véci, které maji Indové radi.

Tudiz nastava treti obdobi v Indii od roku 2017, kdy se produkty pfipravovaly, v roce
2020 se nasadily. Nyni jsou jiZ na trhu a rozsifeni pokracuje. My jsme tam v roce 2017
zacali v segmentu (ted' jsme u ddleZité véci segmentace) A0 — to je Uroveri nasi
evropské Fabie, Scaly, Kamiqu. Tenhle trh jsme museli nastavit, protoZe to je vlastné
nejnizsi segment, ktery v Evropé zname. My jsme nemohli vyvijet nové platformy.
Tento segment neni nejvyssi z pohledu prodejniho objemu, ale je myslim druhy. AOO
segment je specificky segment pro Indii, kdy mate vz dlouhy maximainé &tyfi metry.
TudiZ na néj mate ulevy - jejich. Bylo nutné na zacatku s né&im dobrym zacit a bohuZel
jsme méli k dispozici pouze jen AO segment — proto tedy ty 4 produkty: Kushaq,
Slavia, Volkswagen Taigun a jesté jeden z Volkswagenu. Postupem nam bylo jasné,
Ze se musim posunout do AOO segmentu, na to bylo potfeba trochu asu. Nevim, jestli
to uz probéhlo tiskem, ale asi ano, Ze uz se brzo bude uvadét na trh malé SUV

v tomhle objemovém segmentu.”

Poznamka: ,Ano probéhlo myslim, od roku 2025 - véera jsem si to hledal. Jesté se

nevi jméno, ale uz to probéhlo.”

ev s

Bachtik: ,, To se bude ladit, to je vZdycky nejtajnéjsi véc na svété. ProtoZe ani my ho
nezname, pracujeme s pracovnim nazvem. Ted'se vam povédél produktovy vyvoj pro
Indii. Ponauceni pro jakoukoliv evropskou znacku: musite adaptovat na jejich
technologie, kvalitu, poZadavky, a hlavné na jejich zakaznické poZadavky, které jsou
odlisné od Evropany. Je dobré se profilovat na zacatku jako prémiovd evropska
znacka, je to pro né prestizni. Jesté vam povim jiny poznatek z doby 2017/2018, ktery
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jsem si zapamatoval. Jak jsem vam fFikal o adaptaci technologie, tfeba adaptace té
klimatizace. V Evropé je zvyk mit blinkr nalevo a stérade napravo. V Indii, protoZe je
volant na druhé strané, je to zvykem délat obracené. VSechny lokalni znacky to maji
obracené. Na workshopech se zalalo diskutovat, jak to tedy udélame pro Indii.
Dodavatel nam fekl, Ze je mu to jedno — co bude na jaké strané, cena je uplné
identicka. Prisel tam Ind — v té dobé se velice tyhle témata diskutovala s lokdlnima
Indy — a fekl: nechte to evropsky, protoZe potom bude mit to auto ,punc’ evropsky.
Ten, kdo si ho koupi, se bude muset naucit, Ze to ma obrdcené. Je to atypické
uvazovani, ale kdyz se to ten zakaznik bude muset naucit, tak to bude chapat jako
evropskou kvalitu. To je zajimavy pfiklad, kdy to neni nutné upiné adaptovat.

Ted' jsme narazili na lokalni technologii, lokalni kvalitu a ted’ jsme se zacali trochu
posouvat ke kultufe. Ja to vezmu produktové. Na zacatku, kdyZ jsme byli prémiova
znacCka, jsme nepotfebovali extra reflektovat jejich kulturu. Prodavali jsme madlo,
v prémiovém segmentu — ti zakaznici, ktefi si od nas kupovali byli nejvyssi tfida.
VSichni méli svého osobniho fidi¢e. Ty rodiny nefidi sami. Kulturni odlisnost jsme tedy
nelisili. Ale ukazalo se to v dobé, kdy jsme se chtéli stat objemovou znackou. Upfimné,
v té dobé vladla koncernova predstava: my jsme Volkswagen, nebudeme nikoho
poslouchat. V lokaini vyrobé v Pune byli nasazené desitky Némc(i i Skodovakd, ktefi
ridili cely zavod. Indové tam byli, ale nejvySe na nizsich manaZerskych pozicich.
Vedeni kompletné Némci. Kdyz prijedou Némci do Asie a nestykaji se s lokaini
kulturou, tak prosté nemizZou chapat lokaini zvyklosti. KdyZ si nepfipustite do vedeni
nékoho z Indie, tak téZko mlzZete délat lokalni indicky rozhodnuti. Nejde to. Tohle se
fakt zménilo, az kdyZ to prebrala Skodovka a pochopila to velice rychle - Ze se
musime ptat Indd. A skuteéné se to délo. V roce 2017 jsme pokorné jezdili do Indie se
ptat lokalnich Indd, jak to délaji. Jsme zpatky u pochopeni technologie, produktu. Ptali
jsme se jich: jak to délate s lokalnima vyrobci, lokadlnimi znackami? My jsme se sice
orientovali na Hyundai, coZ neni Uplné lokalni, ale chtéli jsme mit trochu lepsi
benchmark. Skutecné se do procesu rozhodovani zacaly poustét lokalné-externi
firmy, které vedli Indové. Know-how se od nich nabiralo a postupné se i v zavodé do
managementu a vedeni dostavali lokalni Indové. Kdo byl dobry, tak tam dnes déla na
opravdu vysoké pozici. Pfeddavame to vedeni hodné té indické strané.”

Otazka: ,Na to jsem se vas chtél zrovna zeptat. Nékteré Ceské firmy maiji ve vedeni

v Indii stdle Cecha, ale Skodovka mé Gtyfi ze $esti board members Indy.”
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Bachtik: ,Pfesné tak, na tom si zakladame. Ti to tam prosté vedou. Byli to externé
nabrani manaZéfi z lokdlnich znaéek. Ti ndm to tam vedou. Séf nakupu je taky lokdini

Ind, je to velice dlleZity parametr — nechat je at si to vedou.”
Nové téma: firemni kultura

Bachtik: ,KdyZ mate vlastni evropskou kulturu, nemUzZete ji implementovat kamkoliv
jinam. To prosté nejde. Musite nechat tu lokalni znacku dychat viastni kulturou. Tudiz
ty kulturni zvyky, co oni maji, se museli implementovat do indické Volkswagen kultury.

Je to velice dileZité."
Téma: zména pfistupu k obchodnimu jednani

Bachtik: ,Je tu jednoducha poucka, kdyZz nékam jedete délat business, tak se jim
musite pfizpUsobit. V Indii musite napfiklad chapat, Ze stale nelze dat do vedeni Zenu.
Indové s nimi jednat nechtéji, je to trapné, ale nelze to ménit. MZete se to snaZit
postupné ovliviiovat, ale ne ménit a vibec na silu. Co my vibec nechapeme - v Indii
skutecné jesté existuje kastovni systém, nebyl Uuplné zruseny a nesmi se reflektovat
pfi obchodnich jednani. Indové navzdjem své kasty poznaji. Jako Evropan se to da
pouze akceptovat. Déle je v Indii spousta vegetariany, vy nemUZete pozvat Inda do
restaurace s hovézim. Takovych odlisnosti je spousta a je dobré se na rovinu Indd
Zeptat. Jesté tam je asi jedna odlisnost, oni maji pristup, Ze vse slibi. Je velice téZké
si ovéfit, jestli to mysli vazné. Je to komplikované, protoZe opravdu slibi cokoliv a

nemusi to dodrzet.”

Poznamka: ,Je dobré, Ze to fikate. Ja jsem se to dozvédél nedavno taky, vedouci

zahrani¢ni kancelare CzechTrade Indie mi fekla Uuplné to samé.”

Bachtik: ,Ano, evidentné je to snad vice neZ kultura, néjaky narodni zvyk. Tak,
hierarchie, top-down pfistup k managementu. Tady vam doporucuji jednu dobrou
véc, Hofstedeho indexy."

Poznamka: ,Mam to tady dokonce presné porovnané.”

Bachtik: ,Vyborné, tak to zkusme."
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Poznamka: ,/Indové jsou teda na kolektivni strané a my jsme vic individudlni, alespon

podle nejnovéjsi verze, co jsem nasel.”

Bachtik: , Ted mé prekvapuje vyrazné maskulinita. To bych Cekal, Ze bude odlisné.
Ohledné hierarchie, ja si to ted’ nedokazu néjak uvédomit, ale asi to tam lokdlné

funguje.”

Poznamka: ,Taky mi bylo feCeno, Ze hodné v Indii probiha micromanagement, co se

tyce téch niZsich pozic."

Bachtik: , To je bohuzZel pravda. Ale to se zméni casem. Oni pochopi, Ze je potieba
ddvat ddvéru pracovnikim. Ano, dneska to tam je vyrazné. Ale ona se Evropa vyrazné
v tomto za posledni Iéta posunula. TakZe b(hvi, jestli oni jen nezlstali tam, kde jsme

byli my pred 15 lety.”
Nové téma: nutnost mit decision-makera, lidra ve vedeni.

Bachtik: ,Souvisi to s tou hierarchif, ano, $éf je tam blh a ten rozhoduje. Ale nefekl
bych, Ze to je jako v Ciné/Japonsku, kde musite skute&né pochopit kdo rozhoduje.
Cecha ve vedeni ne - nedoporuéuji, zaméstnance z Indie u nds ano. To je velice dobry
prvek, ktery se stal ve Skodovce. Ptitom, kdyZ se produkty od roku 2017 zacaly
vyvijet, tak mnoho Indi na tom spolupracovalo ve Skodovce tady v CR. Timto bylo
Skodovdcka kultura velice obohacend. Mdme tady i ted' na oddéleni zaméstnance

Indy. Toto je v réamci diverzity jeden z prvkd.”
Nové téma: SEZs

Bachtik: ,Skodovka pouZivd Indii jako ,hub’ pro expanzi do rozvijejicich se asijskych
trhd. Ted' byl neddvno odtajnény Vietnam. Vietnam je viastné prodlouZena ruka Indie.

Vozy, které se budou prodavat ve Vietnamu budou indické.”
Dodatek:

Bachtik: ,Indie se stadva a stane se velmoci. Prace s rupii je jeden z téchto aspekty."
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Interview with doc. Mgr. Martin Farek, Ph.D. from the TUL

The interview was conducted in person on the 21t of March in 2024, lasted around
45 minutes and it was conducted entirely in Czech. Therefore, the transcription is
also available in Czech. The purpose of this interview was to broaden horizons

regarding culture, and the caste system in India.
Téma: ,Zajimalo by mé od vas, jaké mate zkusenosti s kastovnim systémem."

Farek: “V zasadé touhle otdazkou feZete do hnizda problému. Ja vam zkusim vybrat
néco, co bude uZitecné. Musime jit v takovych tfech krocich. Prvni je, Ze kdyZ Britové
pfisli do Indie, tak tam fungovaly tisice riznych skupin. Je to dlouhy piibéh. Evropané
se snaZili mistni kulturu pochopit a Zzjistili, Ze tam jsou fady rlznych skupin a oni
nerozumi, jak to vlastné mezi nimi je. Zdalo se, Ze Britim muZe pomoct starovéké
pojeti 4 aZ 5 skupin, které se do dneska bohuZel ucii na stfednich skolach. Spousty
skupin se jim jevily, Ze patfi ke starovékému déleni — Brahmani, K3atrijové, Vaisjové,
Sudrové a jini. To je hluboky omyl. Britové si mysleli, Ze jim toto rozdéleni pomize
v kolonidlni nadviadé. Méli problém, kde jsou Vaigjové, Sudrové jim nékde sedéli a
nékde trochu ne. Ke Ksatrijim se hiasily pouze urcité skupiny. Nejvice davali smysl
v nékterych ¢astech India Brahmanové. Pfesto to tak nechali. Podle spravnich oblasti
britské Indie zacali sypat tisice skupin. Byl problém s jejich identifikaci. BohuZel,
vytvorili néco, co krystalizovalo aZ do legislativy, ktera dostala podobu ve 30. letech
v mezivaleéném obdobi. Toto je dlleZité, Britové oddélili hinduistické ,upperclasses’
od niZsich. Britové pouZili tfi socialni kategorie pro kastovni rozdéleni spodnich kast
(utlacovanych) — registrované kasty, kmeny a néjaké tfidy. Tim defacto Britové zavadi
v legislativé a administrativé zavadi kastovni diskriminaci. To tam dFive nebylo, tak to
viibec nefungovalo. Zddny takovy systém nebyl. Britové si mysleli, Ze je to spojené
s naboZenstvim - s hinduismem. Pak ale zjistili, Ze kasty maji i muslimové, sikhové,

dokonce i Krestani. Je vidét, Ze je to viastni néco celé té kulture.

Problém je, Ze indicka ustava v roce 1950 specificky zruSila kastovni diskriminaci, ale
zavedla dalsi véci, které rikaji, Ze spodku museji pomoct. A vyssi kasty je nezajimaji.
Pozitivni diskriminace znamend, Ze na statni granty si Sahnou pouze lidé z téchto
(nejnizsich) skupin. Maji je prakticky automaticky, nebo o né mohou poZadat.
Znamena to také registracni systém v fadé statnich zaméstnani, tfeba v policii,
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samosprave, ministerstvech. Protlacili to dokonce i na statni univerzity, do prijimaciho
systému. O tom vam skoro nikdo nefekne. My jsme méli indické kolegy, kamarady a
ucitele, ale trvalo dlouho, nez se o tom otevrené rozpovidali. Oni se za to viastné stydi.
Citi, Ze je tam néco spatné, ale nevédi uplné co. Je to citlivé téma. Fakt je ten, Ze po
15 letech od Ustavy to fungovalo dal. Mezi tim vznikly politické hnuti z riiznych skupin
a zacali si fikat Dalitové. Dalitové vlastné prosadili, Ze pozitivni diskriminace jede dal.
Ja mam osobni zkusenost — na jedné konferenci v Bengaluru se jeden nas ucitel (ktery
je indického plvodu, ale plsobi fadu let v Evropé) jim to dovolil pfipomenout. Dva
studenti se zvedli a béZeli ho udat na policii. Dnes je i v legislativé, Ze nem(Zete
znevaZovat osobnosti, které stali za dalickym hnutim. Je to opravdu smutna kapitola,
tento vyvoj pozitivni diskriminace a ochrany prav. Mnohem vice skupin se tlaci do
tohoto ,ranku’. Na to je legislativni narocny proces, ktery konci hlasovanim
v centralnim parlamentu. Napfed to jde na statné mistni urovni. Tento proces trva
nékolik let. Oni se tlai k tomu, aby dostali statut utlacovanych. V tu chvili mate od
narozeni fadu vyhod. Je kolem toho korupce, je problém, kdy?Z tito lidi jdou do Skol.
V fadé pripadd se i ucitelé boji na utla¢ované nasazovat stejné naroky jako na ostatni.
O tom Indové neradi mluvi. Nepochybné tam v roce 1950 byly velmi chudé skupiny.
Vysledek je, Ze mezi rokem 1950 a dnesnim jsou stovky skupin, které se do toho
dostaly a jsou velmi rady. Déti jsou zajiSténé a dostanou se na skolu. Vypada to tak,
Ze utlatovanym lidem byla latka ddna dold. Vétsina univerzit, véetné soukromych,

tomu jde vstfic.

Pak je jina strana této problematiky — co vlastné tyto skupiny jsou. Mné z toho vyplyva,
Ze to jsou Vétsi komunity, které vznikaly riznym zplsobem. Britové méli r(izné teorie,
naboZenské, rasové, i Ze se tam odraZzi povolani. Ukazalo se, Ze vétsina lidi uz déla
uplné jiné povolani nez pred 50 a vice lety. Tyto skupiny (dZati) si hodné pomahayji,
poji je ritudly. To je pro Indii hodné dlleZita véc. DZati jsou skupiny lidi, které maji
spole¢né historické kofeny a pomahaji si. Je to celkové slozita tématika. Evropané
maiji tendenci se na to automaticky koukat negativné. My si tim zdaleka po vyzkumech
jisti nejsme. Byly snahy to srovnavat s feudalnim systémem, ten to rozhodné neni.
Byly snahy tam vidét naboZenskou hierarchii, to tam také nefunguje. Evidentné je to
spise konstelace skupin, velmi dynamickd. VGci sobé si Eisté ekonomicky, trochu
mocensky, i jinak si hledaji nové vztahy v regionu. PreZilo to Brity, preZilo to i

muslimské ndjezdy, naopak je to vstfebalo. Je to zajimavy systém, ktery absorbuje
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nové pfichozi, dokdze zaclenit cizince. Pozor, to tfeba Japonci nikdy neudélaji. Tady
je velky rozdil. Jsou zplsoby, jak vas do té komunity integruji. Nevidél bych tam jenom
negativa. KdyZ tam pfichazite jako cizinec, tak vas to v podstaté nemusi zajimat -
pokud tam nechcete Zit dlouho. Vy jste host, ,foreigner’. Jako host jste v mnoha
situacich takové chranéné zvife. MizZete si leccos dovolit, co domdci ne. Oni vam
hodné véci odpusti, protozZe jste cizinec. Coz je do businessu dobré, mnoho jinych
kultur takhle vstricnych neni.

Po néjaké dobé mizZete zadit citit, Ze ta kultura je mnohem star$i neZ nase. O nékolik
tisic let. Poradili si s Britama, néco si od nich vzali. Indové mnohem vice oceni, Ze jste
schopny s respektem sledovat déni. Néco, co nemaji radi je takovy ten chytry
zapadak, ktery pfinesl vSéechnu moudrost.”

Poznémka: ,To byla ta Skodovka na zacatku.”

Farek: ,Pfesné, ti Némci nebyli schopni pfiznat, Ze mozna Indové védi néco, co oni
ne. Moje zkuSenost je takova, Ze kdyZ chcete, aby v Indii néco fungovalo, tak
potiebujete mistni partaky. Je ddleZité miuvit s lidmi, ktefi v institucich rozhoduiji.
Ddilezita otazka je, kdo je mdj partner, s kym se mam bavit, aby to fungovalo.

Indové se naudili, Ze zapaddci potfebuji podepisovat papiry. Pro né vibec nema
vyznam zavazku. To fikam velice ostle, néktefi to samoziejmé berou jinak. Ale rediné
vznikd zdvazek uplné jinak. Skutecnost, Ze Indové podepsali smlouvu, je k nicemu
nezavazuje. To je pro nas Casto nepfedstavitelné. VSe zacne fungovat aZ ve chvili,
kdyZ miuvite se sprédvnyma lidmi, ktefi rozhoduji. Mam to potvrzené z firem. Casto je
vasim protéjskem také nékdo jiny, ktery na prvnim jednani viibec nemusi byt. Moje
dal$i cenna zkusenost je, Ze nds Indové pfi riznych jednani otukavaji mnohem vice,
nezZ by si zapadak myslel. Zkouseji, jak moc to myslite vazné. Teprve ve chvili, kdy si
to sami vyhodnoti, tak se dostavate k tém lidem, ktefi doopravdy rozhoduji.”

Téma: business

Farek: ,My nékdy mame pfedstavu o duchovnim vychodu. Na této drovni je to ale
tvrdy business. Business znamena Cas a penize. Mate Casto také signdly, Ze si to
vyhodnoti v pribéhu. Hodné ¢asu a energie pfijde jen na prvni otukavacky. Pokud se
vynofi néco zajimavéjsiho, tak Indové déle v jednanich nepokraluji. Jediné, jak se
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tomu d4 predejit je budovani dlouhodobych opravdickych vztahd. Vite, co jsem zjistil,
Ze vétsina nasich lidi to nechce. Ja mam do dneska kamarady Indy, planujeme dalsi
vyzkum, volame si — prosté jsme opravdovy kamaradi. KdyZ tam prijedu, tak bych je
urazil, kdybych nebydlel u nich doma. Rada lidi md nds zdpadni odstup. Rada
Evropan( do hlubokych opravdovych vztah( jit nechce. Nefikam, Ze nejsou obéasné
vyjimky. Jestli chcete budovat vztahy, tak je hodné véci, které musite pfekousnout.
My mame své evropské pfedstavy, jak ma vztah fungovat. Hodné nasich lidi se
nechce Inddm otvirat, ale oni to &ekaji, u nich je to normdini. Vite, my zaprvé jejich
svétu nerozumime - je to jako pfistani na Marsu. Za druhé se nam jevi hodné

chaoticky. Pocinaje dopravou. Je to jiny systém, ma fadu svych specifik.

NeZ se o né¢em rozhodne, to vam nékdy pfijde, Ze se zblaznili. UZ se to tfikrat
rozhodlo, pro¢ se to diskutuje poétvrté. Ale oni v fadé pfipadl buduji spoleény
konsensus. Je to jinak dané. Vy tady mate tfeba zminény, Ze tam je direktivni pfistup
shora dold, ale to je jen jedna &ast pravdy. Ve skutecnosti fada téchto $éfl (big

bosses) hodné resi véci s ostatnimi lidmi.”

Poznamka: , TakZe co bych si z toho vzal je, Ze vlastné vétsina teorie i ndzor( Cech(i

je tak, jak to vidime my. Ne jak to je uplné doopravdy.”

Farek: ,To fikate moc pfesné, to jste vystihl. Libi se mi, Ze to zkousSite kriticky
zhodnotit. Je totiZ fakt otazka, co vam bude fungovat. Indové jsou velmi pragmaticky
lidi. Celd kultura je takovd. Znamena to, Ze jsou ochotni s rlznymi vécmi
experimentovat mnohem vice neZ my, paradoxné. Hodné se fika, Ze to je staticka
ndboZenska kultura, ale vibec ne. Vy musite byt také pfipraveny, Ze to, co vaém
fungovalo v jedné situaci nemusi fungovat v daldi. Evropan se v Indii totiZz pofad
rozéiluje, je frustrovany. Je to naroéné psychicky. Ale je to dilezité téma. Byl bych
totiz moc réd, aby se ndm tam nasim lidem dafilo. Ceskoslovensko ma totiZ historicky

v Indii dobré jméno.”
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