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Abstract 
 
The authors have noticed that during the last couple of years the interest about China has 
grown not only as an attractive market for production but also as a consumer market. A 
limited amount of books and articles have been written about SMEs entering the Chinese 
consumer market and even fewer articles have been written about Swedish SMEs entering 
China to sell their products. This is what caught the author’s attention of writing this thesis. 

Sweden has for a long time been good at exporting to other countries. Now when the Chi-
nese market has opened up to western companies there are a lot of potential on this market 
that is estimated to be one of the largest in the world. There are still differences between 
China and other market not at least the culture. But as time and globalisation goes on the 
Chinese people learn how to react to the new world of companies from the west that tries 
to get its share of the highly attractive Chinese market.  

The purpose of this thesis was to investigate how previous experience and knowledge af-
fected the long-term establishment on the Chinese market for the selected Swedish SMEs. 
Also the knowledge that was obtained when entered China that made the establishment 
possible was investigated. 

By interviewing four Swedish small and medium sized companies that have managed to 
export their products to China and also managed to stay there the authors have gotten to a 
better understanding of the process of export and the different knowledge's that the com-
panies gets in this process of internationalisation. By also interviewing a consultant with a 
long experience of Chinese-Swedish relations and doing business with China the authors 
have got a good picture of the issues of today’s SMEs trying to export to China.  

The analysis revealed that the single most important aspect of making a successful long-
term establishment on the Chinese market is the commitment the company can give. It is 
crucial in order to gain crucial connections and to provide the necessary service that is de-
manded by the Chinese customers.  
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Sammanfattning 
 
Det ökade intresset för Kina de senaste åren har inte undgått författarna av denna uppsats, 
på senare tid har inte bara Kina varit målet för strategiska produktionsetableringar men 
man börjar även få upp ögonen för den växande köpkraften i landet. En begränsad mängd 
böcker och artiklar tar upp ämnet om SME som gör entré på den kinesiska marknaden. Än 
mindre forskning finns om svenska SME som går in i Kina med målet att sälja sina 
produkter. Detta fångade författarnas intresse. 

Sverige har under lång tid varit ett exporterande land. Nu när det kinesiska marknaden har 
öppnats för västerländska företag finns det stora möjligheter på en av de största 
marknaderna i världen. Kina är en unik marknad och skillnaden mot andra marknader är 
avsevärd, inte minst kulturskillnaderna. Men under globaliseringens gång lär sig det 
kinesiska folket att hantera den nya världen och västerländska företag som ger sig in på den 
attraktiva kinesiska marknaden. 

Syftet med denna studie är att undersöka hur tidigare erfarenhet och kunskap påverkat de 
utvalda företagens långsiktiga utveckling på den kinesiska marknaden. Den kunskap som 
tillvaratogs under tiden i Kina som underlättade vidare utveckling kommer att undersökas. 

Genom att intervjua fyra svenska företag som har lyckats slå sig in på den kinesiska 
marknaden har författarna lyckats få en djupare förståelse om exportprocessen och de olika 
sorters kunskap som företagen erhåller under internationaliseringsprocessen. Genom att 
också intervjua en konsult med lång erfarenhet av relationer med Kina och det ekonomiska 
klimatet i Kina har författarna fått en god bild av vilka svårigheter som SMEs stöter på vid 
export till Kina.  

Analysen avslöjade att den enskilt viktigaste aspekten i att en etablering lyckas långsiktigt på 
den kinesiska marknaden är det engagemang företaget kan leverera. På det viset kan 
företaget få tag på de nödvändiga kontakter som krävs och leverera den typ av service som 
krävs av de kinesiska kunderna.  

iii 
 



 

Table of Contents 
1 Introduction ................................................................................ 1 
1.1 Background ............................................................................................2 
1.2 Problem Discussion................................................................................2 
1.3 Purpose ..................................................................................................3 
1.4 Definitions...............................................................................................3 

2 Theories and previous research............................................... 5 
2.1 Measuring successful export ..................................................................5 
2.1.1 Knowledge oriented companies .............................................................5 
2.1.2 Keeping good relations...........................................................................5 
2.1.3 Being unique ..........................................................................................6 
2.1.4 Overall commitment................................................................................6 
2.1.5 Other common factors ............................................................................6 
2.2 Uppsala Internationalisation Process model...........................................7 
2.2.1 Market knowledge ..................................................................................8 
2.2.2 Commitment decisions ...........................................................................8 
2.2.3 Current activities.....................................................................................9 
2.2.4 Market commitment ................................................................................9 
2.3 The psychic distance path ......................................................................9 
2.4 Behavioural internationalisation model .................................................10 
2.5 Different Types of Knowledge ..............................................................11 

3 Methodology............................................................................. 13 
3.1 Research approach ..............................................................................13 
3.2 Inductive and deductive approach........................................................14 
3.3 Research strategy ................................................................................15 
3.3.1 Case study ...........................................................................................15 
3.3.2 Nature of research................................................................................15 
3.4 Data collection......................................................................................16 
3.4.1 Sample Selection..................................................................................16 
3.4.2 Literature study.....................................................................................16 
3.5 Gathering of Primary data / Interviews .................................................17 
3.5.1 Choice of Respondents ........................................................................17 
3.5.2 Interview questions...............................................................................18 
3.5.3 Interview Guide.....................................................................................18 
3.6 Data analysis........................................................................................19 
3.7 Reliability and validity ...........................................................................20 

4 Empirical Findings................................................................... 22 
4.1 Swedish SMEs and foreign investment in China ..................................22 
4.2 Coffee queen........................................................................................22 
4.3 Regin AB ..............................................................................................24 
4.4 SAJO Maskin International AB .............................................................26 
4.5 Stafsjö Valves AB.................................................................................28 
4.6 Jörgen Malmberg, consultatant  Mafic Trade AB..................................30 

5 Result and case comparison .................................................. 32 

iv 
 



 

6 Analysis .................................................................................... 35 
6.1 Analysis Part 1 .....................................................................................36 
6.2 Analysis part 2......................................................................................39 

7 Conclusion ............................................................................... 43 
7.1 Suggestions for further research ..........................................................43 

References..................................................................................... 44 
 
Appendices 

Appendix 1 ..........................................................................................................1 
Appendix 2 ..........................................................................................................2 
 
Figures 

Figure 2.2.1 .........................................................................................................6 
Figure 3.2.1 .......................................................................................................17 
Figure 3.4.1 .......................................................................................................20 
 

v 
 



Error! Style not defined. 

1 Introduction 
In this chapter the authors will present the background to this study together with the problem statement 
and the purpose. 

During the last couple of years we have heard about globalisation and the endless possibili-
ties that arise with the world getting smaller. Not only are foreign companies establishing 
themselves in Sweden. Swedish companies are also starting to see the unfulfilled gaps all 
around the world that can be filled with their products and expertise. If Sweden should be 
able to cope with this new globalised world we have to learn how to handle the increasing 
globalisation. 

When the authors of this thesis started to think about issues of globalisation. Globalisation, 
the rising importance of China and India they started the search of an interesting topic. 
Much has been written about China the last couple of years. Articles have been published 
about China’s booming economy, the political climate and the large population. When the 
authors started to read academic articles about China, they looked at globalisation, interna-
tionalisation and similar areas they realised that these are heavily discussed and very inter-
esting topics among business journals and academic dissertations today. Most literature is 
about the different culture in China and what to think about when doing business with 
China. Other discussed topics are the cheap labour market and the opportunities of im-
porting and sourcing goods from China. After importing goods from China were thor-
oughly discussed off-shoring and the importance of services and quality control became a 
discussed topic in the literature. 

When the authors scanned trough articles about China they soon realised that there was 
fewer articles that brought up the subject of exporting to China from Sweden. The authors 
then started to investigate what had been written about Swedish companies exporting to 
China. After some investigation into this area, one single common factor appeared in al-
most all articles and publications, the fact that almost all articles were about large compa-
nies and big MNCs.  It cannot be considered extraordinary in this case since these large 
companies were the first to establish themselves in this market. These are the companies 
with the financial resources and expertise to effectively establish themselves in a foreign 
market. These are also the companies that make this establishment without support from 
Swedish agencies such as the Swedish trade council and the Swedish chamber of com-
merce. 

When the authors of this thesis later talked to the Swedish trade council in Stockholm they 
were told that these large companies had been present in China for some years but it was 
during the last couple of years that the Chinese market became attractive and achievable  
for small and medium sized companies. Also a joint publication from the Swedish trade 
council and SEB talked about the increasing possibilities for SMEs in China. SMEs are de-
fined by the European commission as independent enterprises that have fewer than 250 
employees and an annual turnover not exceeding £34 million or a balance-sheet not ex-
ceeding £29 million.  (The European commission, 2007) 

These SMEs with more restricted financial assets are just now starting to realise the oppor-
tunities of the booming economy called China. With SMEs starting to get interested in 
China, the authors of this thesis believes that the world has reached its final step in the 
globalisation. When companies with as few as 20 employees mange to take their product 
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that they have produced in Sweden and successfully export that product to China and the 
Chinese customers then globalisation have reached its last stage.  

When the authors looked at these companies exporting to China they saw that the compa-
nies usually were not exporting to China as their first market. Most of these companies had 
previous export experience by exporting to other countries before aiming for China. With 
this in mind the authors thought that it would be interesting to see how companies used 
their previous experience within the company when exporting to these new markets. 

1.1 Background 
Much has been written about Swedish companies and their export ventures. Internationali-
sation has been an interesting topic within the Swedish academic community for many 
years. The studies about internationalisation took a major step forward with the publication 
of the Uppsala model. The Uppsala model described the different factors that the company 
went through when it exported to another country. The Uppsala model in its early stages 
was merely explanatory and did not look at how companies should behave when they went 
through the internationalisation process. The Uppsala internationalisation model when 
published became well recognised all over the world. Even though the Uppsala Interna-
tionalisation model was published in 1952 with some modifications it is still used today.  

Some of the later research about internationalisation describes another model called the 
Behavioural internationalisation model. This model argues that the Uppsala model does not 
take in consideration the tacit knowledge and the incremental learning that comes with new 
export ventures (Blomstermo & Sharma, 2003).  

Hörnell, Valhne and Wiedersheim-Paul showed in 1973 that Swedish companies all more 
or less used the same pattern when they started their export. First they advanced to a Nor-
dic country, then Germany and later Great Britain and the Netherlands. After that they 
moved gradually further and further away from Sweden. The explanation for this was said 
to be the lack of export experience and knowledge about foreign markets (Blomstermo & 
Sharma, 2003).  

“Tacit knowledge may not be captured through the verbal reports often used to measure 
knowledge” (Singley & Robert Anderson, 1989). This tacit knowledge is very valuable for 
the company but not every SME is good at using this knowledge to its full extent. Manag-
ing and using this knowledge is of great importance in order to establish on new market for 
a longer time.  

The Swedish trade council and SEB published a report in 2007 saying that one new Swed-
ish company enters China every 4th day. That is ninety-two companies entering China be-
tween the period of July 2006 and June 2007. The report also states that 55% of these 
companies had less than 100 employees globally and 20% of the companies had between 
100-500 employees globally. That makes by the European Commission definitions of 
SME’s most of these companies small and medium sized enterprises. (Swedish Trade 
Council & SEB AB, 2007) 

 

1.2 Problem Discussion 

There are four issues that are in focus mentioned in previous section. Here these issues are 
structured in a model; 
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• Swedish SME export 

o Internationalisation (factors to consider when expanding to new countries 
and regions) of exporting Swedish SMEs.    

o Knowledge, and knowledge transfer (how knowledge acquired in one situa-
tion is processed and applied to another situation), within Swedish SME’s 

• Achievement on the Chinese market. 

Writing a thesis about these subjects for themselves would hardly result in anything much 
of interest, since these subjects are thoroughly researched in the past with more resources 
at their disposal. But to combine the export issues of internationalisation and use of know 
ledge by Swedish SME’s in order to see if this affects the achievement and lasting presence 
on the Chinese market, could constitute a very interesting research. This could reveal inter-
esting relationships, such as the relationship of how a high emphasis on knowledge trans-
fer/internationalisation relate to a satisfactory presence on the Chinese market. If it is pos-
sible to find such relationships it would surely be of great interest both for already estab-
lished Swedish China-exporters as well as companies that are interested in export to China.  

So, is the problem here possible to answer?  The researchers of this thesis believe that pos-
sible relationships can be found to different degrees. One relationship is harder to conclude 
than another, either because there is no relationship or because the relationship is weak. 
The focus in this research was from the beginning of the research process to only include 
those relationships that after an inquiry seemed possible to bring interesting relationships 
that could be generalised and adopted to a ‘China-related’ setting. 

1.3 Purpose 

This thesis will look into how companies use their export experience when exporting to 
other markets. It will examine how companies in their internationalisation process values 
and handles their tacit export knowledge and applies it to new export ventures and how 
they follow the psychic distance path. 

The aim of this research is to find out what knowledge Swedish SMEs´ had obtained be-
fore entering the Chinese market that enabled them to achieve a long-term establishment. 

Given the increasing importance of China and the current hype built around China. This 
thesis will use the empirical material of companies exporting to China to answer our pur-
pose. We will interview small and medium sized companies that have been present on at 
least one other market prior to exporting to China in order to see how well they are using 
their tacit export knowledge and how this knowledge enables the company to establish a 
competitive venture. 

 

1.4 Definitions 
 
SME - small and medium-sized enterprises are defined by the European Commission as 
independent enterprises that have fewer than 250 employees, and an annual turnover not 
exceeding £34 million or a balance-sheet total not exceeding £29 million (Small Business 
Europe, 2007). 
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MNC - Multinational Corporation (MNC): A multinational corporation is a business en-
terprise that retains direct investments overseas and that maintains value-added holdings in 
more than one country. A firm is not really multinational if it just engages in overseas trade 
or as a contractor to foreign firms. A multinational firm sends abroad a package of capital, 
technology, managerial talent, and marketing skills to carry out production in foreign coun-
tries (Indiana University, 2007). 

 
. 
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2 Theories and previous research 
This chapter will present the theoretical framework for this study. First factors for export will be discussed 
followed by theories on the internationalisation process and evolved research on this process in the form of the 
behavioural internationalisation process and the psychic distance path. Also the different types of knowledge 
that this thesis will be using will be explained and discussed 

The first way of noticing how well a company will or are doing on a foreign market is to 
make out what kind of state the company is in when first attempting to reach a new mar-
ket. The intention of using this theory in the research is to build up a foundation of data 
for each case that can be compared to the other cases. The results will then be used for the 
analysis part of this research.     

2.1 Measuring successful export  
Lars-Anders Byberg (2000) did a research for the Swedish Institute of Regional Research 
on the common characteristics of a successful export venture. 

Byberg (2000) identified four common areas that identified successful export. These four 
areas are knowledge oriented companies, adapting and keeping good relations, to be unique 
with an open mind and the overall commitment. There are also a few smaller factors that 
are common for successfully exporting SME’s. 
 

2.1.1 Knowledge oriented companies 
One common factor within successful export companies is that they put a lot of effort on 
their human resources and their employees’ knowledge. Successful companies have in gen-
eral a more educated workforce and managers. Knowledge oriented companies also focus 
on experienced managers. The managers both have experience in previous export ventures 
and the theory behind it. 

Another common factor for knowledge oriented companies is their commitment to re-
search and development.  
Knowledge oriented companies also differs from other less successful companies in their 
market analysis and information gathering. There is a strong correlation between compa-
nies that did their own active information gathering and export plan and success. Knowl-
edge oriented companies in a larger extent also train their employees in export related areas. 
Another common trend is that these companies evaluate their representative on the market 
they are exporting to much more than the less successful ones (Byberg, 2000). 
 

2.1.2 Keeping good relations 
Good relations with customers, representatives and colleges have always been one of the 
most important reasons for a successful export venture. Several studies shows that compa-
nies with a close relation to their foreign representatives manage to do better than those 
who do not. These successful companies receive visits from their foreign partners in their 
home company; they have in a much higher extent been in contact with support agencies 
such as The Swedish trace council, and the Swedish Chamber of commerce. These compa-
nies also visit trade fairs more often than the lower performing companies. 
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These companies also work much more with adapting to their current market that reflects a 
much higher flexibility and humility within the company. They have learned how to adapt 
to different markets culture.  
Also the price of their product has been set in a higher extent with local representatives 
than low performing companies. Another factor that could be recognised with high per-
forming exporters is that they use the local currency when they talk and sets price with 
their customers and distributors in the local market (Byberg, 2000). 

2.1.3 Being unique 
Another correlation with success in the study is the uniqueness of the company. The ability 
for the company to think outside the box and be innovative. Other factors are that they of-
fer a unique product and usually are the first on the market for that product.  

Byberg (2000) could also see a correlation between the most successful companies and the 
manager’s ability to be positive and open minded. Also the characteristics of an entrepre-
neur could be seen in these managers. It was also seen that the innovative companies were 
not that restricted by norms and routines as the less successful companies were (Byberg, 
2000). 

2.1.4 Overall commitment 
The Overall commitment is the single most important factor for a successful export ven-
ture. This is the most basic assumption and also very hard to measure. Byberg (2000) states 
that there is a correlation but that it is too abstract to measure. 

Other factors that correlate with successful export ventures are the managers´ time spent 
on export related issues, the manager’s time abroad, the amount of trips to the market, the 
number of meetings.  
All kind of analysis, export plans and evaluations are positively correlated to the success of 
the export venture. Basic and obvious relations but still important to establish (Byberg, 
2000). 

2.1.5 Other common factors 
Other factors that are common of the highest performing companies are that they have a 
positive attitude, they have a long-term growth plan and they have a more decentralised de-
cision making process. Between the lines Byberg (2000) could also see that the high per-
forming companies had a better feeling for their customer’s needs and put more effort on 
their customer service. 

Another observation was that larger companies were more restricted and kept themselves 
more structured and by the book. They created budgets, insisted on every agreement to be 
written in a contract and other more bureaucratic actions, while SME’s were less structured 
and more able to faster adapt to changes and new terms (Byberg, 2000). 
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2.2  Uppsala Internationalisation Process model 
The second stage in the research is to view the company from an international perspective. 
Issues that might determine the compatibility and how well a company might do on a mar-
ket. The Uppsala internationalisation model will be used as the main tool for the analysis. 

Even though the Uppsala model was first introduced in the 50s it is still valid today. Some 
modifications of the model has been done but not as criticism but merely as complements, 
such as the International Behavioural model seen later in this chapter. The Uppsala Inter-
nationalisation model is a broad model that involves more common aspects of export and 
internationalisation. The issue of cultural differences could also be included in this model in 
areas such as the market knowledge and current activities. Since the purpose of this thesis 
is not to put emphasis on the cultural differences and cultural aspects the authors have 
chosen to discuss the issue of culture in the Uppsala Internationalisation model. 

Most research about business administration says that in order to make good export market 
decisions the company has to make extensive market research and collection of data. 
The Uppsala Internationalisation model on the other hand says that good market decisions 
are based on experience and market knowledge. 
By operating on a foreign market, you get valuable experience and knowledge about inter-
nationalisation but also about export in general. With this experience it is possible to see 
new market opportunities and make new ventures that lead to new experience, better deci-
sions and so on. 
 
This model consists of four basic concepts within the company's internationalisation proc-
ess. The first two “boxes” tries to explain the change in the company’s internationalisation; 
these are commitment decisions and current activities. The other two boxes, market 
knowledge and market commitment tries to explain the current state of internationalisation 
within the company. The underlying thought behind this model is that depending on how 
internationalised the company already is the steps towards increasing internationalisation 
becomes more effective depending on the companies' current state. 

And the idea is that decisions about increased commitment on foreign markets are the 
same, independent of the market and that it should be seen as a continuous process.  

The process should be seen as the knowledge and experience you get from entering 
one market will be used to make better decisions when entering the next market.  
This could be seen as obvious, but it is rarely appreciated and of high significance within 
the companies.  
The more common approach is that companies sees a new market as a separate entity and 
ignores all the knowledge that other parts of the company have about exporting and inter-
nationalisation (Johanson & Vahlne, 1977). 
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This model does not give any specific advices on how to act during the process of interna-
tionalisation. What this model does is that it shows what to think about and certain factors 
to keep in mind when a company develops its foreign activities.  
It also shows how important it is for a company to make use of the resources that it has 
acquired from previous ventures.  
The model is helpful for the initial planning of the next export venture and will supply the 
relevance of previous export ventures in the planning of future export plans. 
 

Figure 3.2.1 (Johanson & Vahlne, 1977). 

 

2.2.1 Market knowledge  
There is a difference between tacit and explicit knowledge. While explicit knowledge can be 
transferred within the company by memos and education, tacit knowledge cannot and is by 
the Uppsala model the most valuable knowledge.  

Tacit knowledge is knowledge that the company and the people working within the com-
pany acquires by experience. Since every company is unique in its own way it is only possi-
ble to fully understand a company if you directly work with that company and the same 
applies on markets.  
Different market conditions are a good example of where tacit knowledge is required. Both 
when entering the market but also in order to see new market opportunities.  
Tacit knowledge is often closely related to intuition. And it is also the tacit knowledge that 
gives meaning and the possibility to better understand and interpret the explicit knowledge. 
The Uppsala Internationalisation model differs between two types of tacit knowledge.  
The knowledge about the market and the knowledge the company have about internation-
alisation (export) itself.  
The market knowledge could be knowledge about customers, suppliers, government agen-
cies and relations between these in a country. Market knowledge is acquired on a specific 
market and cannot be transferred to other markets.  
The other type of knowledge is the internationalisation knowledge. This is the knowledge 
the company has about building and managing new export ventures. The internationalisa-
tion knowledge is more general and not connected to a specific market. The internationali-
sation knowledge is crucial for the company's ability to asses and analyse what the company 
can and cannot do (Johanson & Vahlne, 1977).  

2.2.2 Commitment decisions 
A decision about entering a market is usually a process of an opportunity on a foreign mar-
ket based on experience. This opportunity is usually closely related to the company’s       
current business activities. This means that a company tries to expand its market on already 
known markets and then on related markets first. This is usually the case since the people 
working on that market more easily can spot new business opportunities.  

Business ideas and opportunities could also come from other companies and suppliers that 
the company is doing business with on that market.  
Most important with the Uppsala model is that companies are venturing towards those 
market where they already have knowledge due to their current activities. 
It is because of the company’s experience that the company can see new business opportu-
nities. With this experience they also get the ability to interpret and value these business 
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ideas. It is through the experience based knowledge that the company can see the context 
and evaluate the risk of the new commitment decisions.  
Commitment decisions also include the risk-taking for the company. The risk could depend 
on the company’s financial assets, its position on the market other similar strategic consid-
erations (Johanson & Vahlne, 1977). 
 
 

2.2.3 Current activities 
The current activities on the market are what give the company its experience. This is the 
everyday contact with customers, contact with suppliers and intermediates, working with 
the government agencies and similar day to day interactions that come with doing business. 
All these interactions with the market leads to experience based knowledge. The only prob-
lem with acquiring this knowledge is that it takes a lot of time and resources from the 
company.  

Another way to acquire this knowledge faster, is to employ people that already has this ex-
perience, by doing this the company reduces the time of getting experience about the mar-
ket. The downside of doing this is that the newly employed person won’t have the same 
experience about the company and about its strength and weaknesses.  
This experience based knowledge is hard to acquire through agents and other partners 
since this is the knowledge they make their profit on, and usually are not that willing to 
share with their customers.  
Another option is merger or acquisition with another company, but this also brings similar 
problems as discussed.  
The lesson learned from this is that internationalisation is a time consuming process (Jo-
hanson & Vahlne, 1977). 
 

2.2.4 Market commitment 
Market commitment explains how dependent a company is to a specific foreign market. 
The strength of the market commitment is about how tightly and strong the company’s re-
sources are dependent and integrated with the specific market. 

Market commitment could also be dependent on the knowledge about the specific market. 
The market commitment is important because it shows how much the company is depend-
ent of the market and then how much it will lose if it should appear any problems. This 
could for example be if an agent they are using ends the contract etc.  
The market commitment is also closely related to the market knowledge and the current ac-
tivities. This part of the model shows that the company’s development is dependent on its 
previous history (Johanson & Vahlne, 1977). 
 

2.3 The psychic distance path 
A third theory is used with the purpose to determine the different strategies and market en-
tries throughout the world between the cases. The theory will be used in the analysis part 
and is connected to the later sections of the Uppsala internationalisation model. 

Sune Carlson’s (1975) research was also used to measure how large the differences between 
Sweden and other countries in terms of business law, business language, and everyday lan-
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guage, of the level of development, and the level of education. The measure was called psy-
chic distance and was used to argue why companies expanded where they did. A psychic 
distance index was conducted and it turned out that the empirical evidence showed that 
Swedish companies had moved in a pattern according to the index. The typical way was to 
start off in a Nordic country and then moving to Germany, Great Britain and the Nether-
lands and other countries with similarities to Swedish culture and business cultures moving 
gradually further and further away from the “psychically” close markets. The theoretical 
explanation was that a lack of market knowledge is an important factor in international 
business.  

Majkgård & Sharma (1998) said that studies showed that firms initially enter foreign mar-
kets through neighbouring countries and then gradually move on to establish themselves in 
more distant markets. At first the firm is inexperienced and has to gain knowledge from 
other firms and their customers. “Through reflection on their own and others´ experiences 
and though trial and error, firms develop a base of experience and confidence in finding 
solutions. Exchange networks or relationships help firms acquire foreign experience 
(Blomstermo & Sharma, 2003). 

2.4 Behavioural internationalisation model 
The fourth theory is used to see in what extent the companies entered different markets 
and to see the how the effort made contributed to a satisfactory establishment. 

The behavioural internationalisation model states that internationalisation starts in coun-
tries at a short psychic distance from the domestic market. Empirical evidence in the Swed-
ish manufacturing industry shows that the first export entry begins with occasional export 
orders i.e. they get pulled to the market, usually by contacts made at fairs and similar 
events. These orders are later followed by a more regular form of export. After that they 
establish local sales subsidiaries and last they start with local manufacturing. A model has 
been designed to explain this process of entering the foreign export market (Blomstermo & 
Sharma, 2003). 

 

 
Figure 3.4.1 (Blomstermo & Sharma, 2003). 

 

Starting from the bottom of the model, the company starts to export to the market. With 
export comes low level of control and it also shows a low level of commitment to that 
market. If the company then later shows more commitment to the market or if they would 
like more control over the specific market they will increase their presence with creating an 
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alliance and later to establish themselves in the market with a subsidiary. This could also be 
seen not only intentionally but also unintentionally as the orders grow from the specific 
market and the next step comes naturally. When the companies have a local presence on 
the market they have a smaller step towards also start production in that country. Some 
scholars argue that the Uppsala Internationalisation model is too simplistic in its design. It 
is partial and deterministic and that it only relies on experiential knowledge (Blomstermo & 
Sharma, 2003). 

 

The behavioural Internationalisation model also takes in consideration the tacit knowledge. 
When a firm operates on a foreign market they will interact with other businesses and a dif-
ferent kind of institutional framework and will learn how to handle difficulties when these 
arise. The model is said to be simplistic and deterministic due to that the Uppsala Interna-
tionalisation models does not take into consideration the incremental development and 
learning that a company go through when it enters a new market (Blomstermo & Sharma, 
2003).  

It is with this incremental knowledge or tacit knowledge that the company will evolve its 
export knowledge and move up in the model to reach a higher level of commitment and 
control of its export.  

Some empirical evidence shows that not all companies act in this way that they first enter 
with some sporadic export venture, then establish themselves locally and finally ends up 
with local production. This can be expected, but the fundamental underlying process and 
development of experimental and tacit knowledge remains the same (Blomstermo & 
Sharma, 2003).   

2.5 Different Types of Knowledge 
Knowledge is a very abstract word. There is different kind of knowledge depending on the 
context of the knowledge. In order to make it easier to differentiate between the different 
types of knowledge’s a brief explanation of all the knowledge’s can be read below. 

Tacit Knowledge - Tacit knowledge is the knowledge that cannot be explicated fully. 
Tacit knowledge means that we know more than we can tell. Tacit knowledge may reside in 
individuals or groups (Badaracco, 1991). Tacit knowledge is individual and can be related to 
experience. 
“Tacit knowledge is knowledge that people carry in their minds and is, therefore, difficult 
to access. Often, people are not aware of the knowledge they possess or how it can be 
valuable to others. Tacit knowledge is considered more valuable because it provides con-
text for people, places, ideas, and experiences. Effective transfer of tacit knowledge gener-
ally requires extensive personal contact and trust.” (New York State, 2007) 
 
Internationalisation knowledge - Internationalisation knowledge is procedural knowl-
edge that facilitates more efficient acquisition of business and institutional knowledge in 
foreign markets (Blomstermo & Sharma, 2003). This knowledge is gathered inside the firm 
from experience of doing business outside of its domestic market. 

Market knowledge – Market Knowledge is the knowledge about customers, suppliers, 
government agencies and relations between these in a specific country. Market knowledge 
is the explicit and tacit knowledge about the market. When a company gets market knowl-
edge it also gets internationalisation knowledge (Johanson & Vahlne, 1977). 
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Experiential Knowledge - Experimental knowledge, like tacit knowledge, is accumulated 
based on the premise of ´learning by doing´. Its articulation and codification is made diffi-
cult due to a lack of understanding of the logical link between cause and effect, and there 
exists causal decision rules and cause-effect relationships explicit (Reed & DeFillippi, 1990).  

 
Explicit knowledge – Explicit knowledge is relatively easy to capture and store in data-
bases and documents. The knowledge can be shared with a high degree of accuracy. Ex-
plicit knowledge can be either structured or unstructured (New York State, 2007).  

• Structured - Individual elements are organized in a particular way or schema for 
future retrieval. It includes documents, databases, and spreadsheets (New York  
State, 2007). 

• Unstructured - The information contained is not referenced for retrieval. Exam-
ples include e-mail messages, images, training courses, and audio and video selec-
tions (New York State, 2007).  

Knowledge Transfer - Singley and Robert Anderson (1989) defined transfer at the indi-
vidual level as “how knowledge acquired in one situation applies (or fails to apply) to an-
other.”  Knowledge transfer in organisations is more complex. Here not just the individual 
level has to be taken into account but analysis at higher lever of the group, the product line, 
departments or divisions etc. has to be made (Singley & Robert Anderson, 1989). The the-
ory about knowledge transfer is the theory on how a company can transfer the tacit or ex-
periential knowledge from one individual to the rest of the company and/or other divisions 
of the firm (Singley & Robert Anderson, 1989). 
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3 Methodology 
In this chapter the authors will present and motivate for the choice of method and how they aim to conduct 
this study. The choice of theoretical framework will be explained and motivated. In addition the authors will 
give an explanation of their choice of respondents for the empirical study.  

3.1 Research approach 
This section outlines whether our data was collected in a quantitative or qualitative way. As 
a start however a few terms used will be briefly explained; 

Primary data denotes the data that is collected in the very study the data is brought up, 
while secondary data is used data originally collected for another purpose. 

The two basic research method of collecting data are the qualitative approach and the 
quantitative approach. The main distinctions between the two approaches can be seen in 
the model below. 

 Quantitative data Qualitative data 

1  - Based on meanings derived 
from numbers 

- Based on meanings ex-
pressed through words 

2  - Collection results in nu-
merical and standardised 
data 

- Collection results in non-
standardised data requiring 
classification into categories 

3 - Analysis conducted 
through the use of diagrams 
and statistics 

- Analysis conducted through 
the use of conceptualisation 

Figure 2.2.1 (Saunders, Lewis & Thornhill, 2003). 

While the different columns in the model simply show the nature of data, the rows can be 
translated in;  

-First row is showing what is characterising the qualitative respectively the quantitative data 
that is collected in the study. Applying the above stated model; our data is mainly expressed 
through words. In terms of primary data used it is purely qualitative. The primary data in 
this thesis consists of a number of interviews conducted with different companies, none of 
the questions implies a closed question, and thus the primary data is not quantitative 
(Saunders, Lewis & Thornhill, 2003). In terms of our secondary data (see later in this chap-
ter for explanation and info of primary/secondary data collection) the data is for the most 
part literature expressed in words. Although some quantitative tables are used the qualita-
tive data is superiorly used.  

-Second row shows how the results from the collection of the data are treated; it can be 
treated either quantitative and/or qualitative. Method of collection of course shows how 
the data used was collected. This thesis only treats the data gathered in a qualitative way; 
when the authors collected the primary data, which is the total data collected from inter-
views, there hasn’t been any standardised these data at all. The primary data has been not 
been ordered at all, solely qualitative data collection in other words. When collecting the 
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secondary data, none of gathered secondary data is transferred by us into numerical and 
standardised data. All secondary data therefore is collected qualitatively. 

-Third row show if the analysis of a study is done in a qualitative or quantitative way. Our 
analysis is done in a qualitative way.  

An overall quantitative approach was never really an option for this thesis. If a quantitative 
approach would be applied a need to collect data that allowed itself to be translated into 
numbers (see later section about data collection), process data numerically, and to analyse 
the data statistically would be done. All which require a high generalisability of data which 
presents a strict and consequent conclusion without any new interpretation and/or adjust-
ment made along the way. Since the philosophical standpoint in this thesis is of a subjective 
nature, therefore a highly arguable nature, a scientifically fused quantitative approach was 
considered unsuitable for our purpose from the start. It would result in a generalised analy-
sis that would render few, if any, insights to our research questions. A qualitative approach 
however, the authors argued, would allow for data collection based on interviews, mail and 
already existing theory which then could be processed in a way that could be elaborated in 
a useful way in an analysis. 

3.2 Inductive and deductive approach 
This section shows how the theory of the thesis is used; either an inductive or a deductive 
approach can be applied to a research. After this a motivation will follow. Before these 
terms are explained the authors will mention what is meant by theory as this is what the in-
ductive and deductive approaches are based upon. According to Gill and Johnsson (1997) 
theory is defined as “a formulation regarding the cause and effect relationships between 
two or more variables, which may or may not have been tested”. The cause and effect be-
tween the variables in the theory should however, in the inductive approach, be seen thru 
the lenses of insight how humans interpret their social world. (Saunders, Lewis & Thorn-
hill, 2003).  

The inductive approach emphasises, as already mentioned, gaining knowledge of how hu-
mans interpret their surroundings. The approach uses interviews and other qualitative 
methods of collecting data and focuses on understanding the research context. The devel-
opment of the research is flexible, and the focus of the research often changes as the work 
progresses. Overall the inductive approach implies that the researcher is part of the proc-
ess, not as an objective observer that just sort and analyse the data, but involves themselves 
in the research progress in the sense that they interpret different aspects along the process 
of research subjectively (Saunders, Lewis & Thornhill, 2003). This thesis is made in a 
mainly inductive approach. 

As already mentioned in an earlier section the authors from the start realised that the best 
way to gain insights of what useful knowledge could be gained from exports to other coun-
tries when exporting to China, was that thru qualitative interviews and use of literature re-
lated to subject. An overall quantitative data collection and/or analysis were no option. 
Furthermore, the authors possessed little knowledge in whether such attempts had been 
made in similar research studies before. So answering the research questions clearly would 
involve some form of construction of a theory, something that distinguishes the inductive 
approach from the deductive. The analysis would have to follow the data, not the other 
way around. Another factor that clearly indicates the necessity of inductive research is the 
mere fact that the authors deal with the perceptions of humans, how persons look upon 
export, as well as how they as researchers perceive knowledge.  
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One might argue that this thesis partly is deductive, since we structure the whole analysis 
on the Uppsala model. Important to recognise in analysis is however that the authors do 
not try to ‘squeeze’ the collected data into the Uppsala model in analysis (which would im-
ply that a deductive approach partly was adopted); The Uppsala model was in the analysis 
used to provide a clear structure which would clarify and simplify reading of the analysis. 
The model also provided a base when conducting the inductive exploratory analysis. 

3.3 Research strategy 

3.3.1 Case study 
This thesis could most accurately be described to have a case study strategy. Robson (2002) 
defines case study as “a strategy for doing research which involves an empirical investiga-
tion of a particular contemporary phenomenon within its real life context using multiple 
sources of evidence” (Robson, 2002). A case study strategy is often used when focus is on 
getting an extensive understanding of the context of the research and process of phenome-
non of interest (Saunders, Lewis & Thornhill, 2003). 

Applying a case study strategy was, unlike the overall approaches (see above), not some-
thing completely obvious from the beginning, mainly because our insights into research 
strategy was limited. Secondly, when having studied about the different research strategies, 
the authors as researchers found it plausible to both apply a case study strategy as well as a 
survey strategy. Combining these two, the authors figured, would deepen the understand-
ing of the research subject. If such a strategy would have been applied, which it has not, it 
would have affected the research approach (quantitative/qualitative, inductive/deductive) 
as well. If so, then our initial thoughts of research approach would have been changed, and 
a combination of quantitative/qualitative data collection and analysis would have been nec-
essary. The reason why this strategy was not applied however was because the difficulties 
of getting a sufficient number of companies to answer a survey. Additionally, it is uncertain 
if the research would have allowed such a resource consuming task as when conducting 
survey, since it is possible that the quality of the analysis would have been diminished due 
to lack of time. Therefore this research only uses a case study strategy when collecting pri-
mary data.  

3.3.2 Nature of research 
There are three categorisations that this study can be said to belong to; exploratory, de-
scriptive or explanatory. Since this thesis hardly can be described as belonging to the third 
category; explanatory study, this category is excluded from this chapter. 

Exploratory studies are studies that research “what is happening; to seek new insights; to 
ask questions and to assess phenomena in a new light” (Robson, 2002). This kind of study 
is flexible, not in the way that the research lacks a direction, but that the research initially is 
broad but gets narrowed down as the researchers get a clearer picture of the phenomenon 
of interest along the process of research (Saunders, Lewis & Thornhill, 2003). 

This thesis is mainly grounded on an exploratory basis in the sense that it explores new in-
sights of what can be learned from different companies’ previous export knowledge, when 
a company wants to export to China. This research tends to involve a search of literature as 
well as interviewing experts (key-persons in companies) in order to derive new insights into 
our purpose. 
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3.4 Data collection 
In order to collect data for the research both primary and secondary data has been used. A 
number of interviews have been conducted with persons associated to the different com-
panies. The primary data is the main foundation for the analysis. Also secondary data has 
been used in the form of company reports and printed information about the companies. 
Reports made by the STC (Swedish trade council) have also been used as empirical evi-
dence for the analysis. 

3.4.1 Sample Selection  
When deciding upon the sample, the companies that will be analyzed in this research the 
authors first made contact with the Swedish trade council in order to find appropriate sub-
jects for investigation. A list was obtained with the entire population of approximately eight 
hundred Swedish companies and affiliates related to trade in China.  

The search was then initiated to find the companies that met the criteria that had been set 
up. Our criteria’s were: 

• It had to be a SME (definitions) 

• The company had to be founded in Sweden 

• The company had entered the Chinese market to sell their products 

Out of the list received from the Swedish trade council with Swedish companies connected 
to China eleven companies was first recognised. After a deeper look into each company it 
was revealed that not all of the companies met the criteria that had been set up by the au-
thors. Four companies were still believed to be relevant to our cause when a closer investi-
gation of the eleven companies had been made. When the authors had established contact 
with the four companies the research could be focused on establishing contact with them. 
The aim was to get appointments for conducting in-depth interviews, including a number 
of follow up sessions with the respondents. Additional to these four companies the authors 
also established contact with a consultant that contributed to this thesis in a more general 
way, contributing with general export knowledge that the consultant had found to be of 
common interest to all companies exporting to China.  

The four companies are: Coffee Queen, SAJO Maskin International AB, Regin AB and 
Stafsjö Valves AB. The contributing consultant is Jörgen Malmberg, Mafic Trade AB. (fur-
ther presentation of respondents in section 4.1)  

 

3.4.2 Literature study 
The literature study has been made by using different kinds of literature. Books, articles and 
websites have been searched to find secondary information related to the subject. Most of 
this literature has been collected from the library at Jönköping University. The authors have 
been searching the library databases for books and articles using such keywords as “Inter-
national process”, “Knowledge transfer”, “Tacit knowledge”, “and Export ”,“ Psychic dis-
tance”. For methodology references the authors have also used the library database search-
ing for keywords such as “Methodology”, “Qualitative data”, “qualitative research” and 
“data analysis”. When the authors found an interesting topic it has also been very helpful to 
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look closely at that articles reference list to find even more helpful articles. By doing this 
the authors ended up with some of the most important articles. 

The articles used have mainly been collected through the library at databases such as 
ABI/Inform Global and JSTOR. The authors have also looked at relevant websites closely 
related to the topic. The website that has been used the most is the website of the Swedish 
trade council and specifically their Chinese office site.  

According to Bell (2005), studying and specialising on a particular subject is what brings the 
academic world forward. The most important goal of the literature review is to catch up on 
the subject and read about all current events and questions in that field, to read up on “the 
state of the art”. It is also important to analyse all material with a critical eye and remember 
the purpose of the thesis to sort out relevant information. The literature review and the 
theories should be short and show a general picture of what have already been said in the 
specific field of study (Bell, 2005).  

When narrowing down the result of the literature classification, the Gilbert Fans method is 
suitable. This method begins with studying the specific field of study. After this, the head-
ings and subject of what should be included in the research areas are written down. When 
decided on the headings or subject, relevant articles and books are noted under the appro-
priate heading/subject. The literature classification is then completed (Bell, 2005). 

When the articles, books and theories was analysed, the authors chose to work with the 
Gilbert Fans method. When felt that a good overview of the subject was achieved, subjects 
that was perceived as of interest in the thesis analysis was noted. The authors realised that 
they needed a general theory about internationalisation, some theory about what consti-
tuted a successful export, and also some kind of theory about the process of exporting 
among SMEs.  

Besides working on the literature classification, an attempt was made to find some current 
and up to date research that would assist the validation of why the topic of choice would 
be interesting. This was found in a recent published article from SEB as well as from the 
Swedish trade council which revealed SMEs current conditions when entering china.  

The authors also found additional relevant articles related to the headings; an extended ver-
sion of the internationalisation process model to emphasise another view of that field was 
included. This was done in order to keep a critical mind to the findings. When all theories 
and references were found they were summarised and included in the frame of references 
in order to support the arguments and conclusion of the thesis. 

 

3.5  Gathering of Primary data / Interviews   

3.5.1  Choice of Respondents  
Holme & Solvang (1997) states that when conducting interviews it is essential to find re-
spondents that hold deep insight and broad knowledge about the topic of interest. It is im-
portant that the researcher defines criteria and in an organised matter chooses the respon-
dents carefully in order to receive valid and reliable data. 

When finding respondents for this research, the authors wanted to find suitable sources 
within the selected sample of companies. The selected sample being Swedish SMEs that are 
exporting products to China.  The authors wanted to meet someone with deep and com-
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prehensive knowledge about the business abroad activities of the company. It therefore 
seemed appropriate to speak to somebody in a top management position and/or a person 
in a top sales position. It was also important to speak to somebody that had been in the 
company for a long time and had seen the development of what the company had been do-
ing in the past on different markets. 

In addition to the companies, a Swedish consultant was interviewed in order to learn about 
his experience and expertise in this field of export to China. The consultant also proved to 
be a helpful source since it provided this research with a neutral perspective that let the au-
thors compare the information gathered through the interviews of the companies and the 
literature with a neutral part with a long experience in the field. Additionally, he contributed 
with knowledge of historical development of Swedish companies that had entered China. 

3.5.2 Interview questions 
Silverman (1993) writes that authenticity is a concern when using qualitative methods and 
how to get an “authentic” understanding of people’s experiences. The best way to do a 
qualitative research is by observations and combinations of observations, text analysis, in-
terviews and recording/transcribing. “Authenticity” is often a problem in qualitative meth-
ods.  

According to Silverman (1993) interviews with standardised questions are essential and will 
increase the validity of a research. This way is aimed more for quantitative research and can 
be coded and generalised into greater population. Unstructured interviews have more 
open-ended questions and will be more flexible and the interview will take the form more 
of a dialog or conversation with the respondent. Open-ended questions allow the respon-
dents to freely express their own knowledge, understanding and thoughts of a topic of in-
terest.  

Taylor and Bogdan (1998) discuss a term referred to as “probing”. They state that one of 
the keys to successful interviewing is knowing when and how to probe. During the inter-
view the researcher will ask follow-up questions and encourage the informant to go more 
in to detail on certain aspects and constantly pushing the informant for clarity. When con-
ducting a qualitative interview you have to probe for details in order to make it an in-depth 
interview and distinguish it from an everyday conversation. Probing will make it easier to 
uncover people´s experiences and the meanings they attach to them. 

When interviewing the different respondents the authors have used open-ended questions 
letting the respondent talk freely about the subjects, with the interviewer inviting to further 
detail in some answers when feeling the need for such. Certain topics were also repeated 
during the interview in order to clarify the scenarios and to make more details emerge. The 
questions were based with the categories of Bybergs (2006) theory of “Measuring Success-
ful Export” in order to receive general information about all topics. 

3.5.3 Interview Guide  
The interview guide is primarily used for giving the interviewer support during the inter-
view. It covers the subjects to be covered in the interview, securing that the interviewer 
remember these subjects (Taylor & Bogdan, 1998). 

The interview guide used in this research was the same for all four companies interviewed. 
The questions were based on Bybergs´ categories and subcategories in the “Measuring Suc-
cessful Export” theory. However, during the follow up-sessions no specific interview 
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guides was used but separate guides was made to better receive information that had been 
missed during the earlier session. As for the consultant the authors conducted the interview 
in a more unstructured interview form. A topic was raised or a statement was made and the 
consultant would portray the matters and his opinions.  

 

3.6 Data analysis 
The analysis strategy used is a mix of Data Display and Analysis and Grounded theory as 
described in the book of Research Methods for business Students as well as in other books 
referred to in this part (Saunders, Lewis & Thornhill, 2003). The structure of this section is 
as follows: Firstly the strategy Data Display and Analysis is explained, and then the practi-
cal application of it is described. After this the Grounded Theory strategy is explained, and 
how this thesis contains some aspects of this strategy. After this a few sentences on the 
cross-case approach (which is applied in chapter 5 and 6) is mentioned. Finally, there is a 
section which explains the rationale behind chapter 5. 

Data Display and Analysis has three phases: To begin with, data is reduced. In the sec-
ond phase the reduced data is written down in order to present a good overview. The last 
phase consists of drawing and verifying conclusions.  

The practical conduct of this strategy was: After the interviews had been conducted the re-
cording was listened to and carefully written down not to miss out information. When the 
data was reduced, the data was displayed and written down categories was constructed. The 
categories were as follows: 

• Export strategies and export markets 

• Knowledge, experience and knowledge transfer 

• Company information, structure and procedures 

The main analysis strategy applied is Data Display and Analysis. The result of the first 
phase of this strategy is stated in the empirical section of this thesis (chapter 4). Chapter 5 
can be seen as the second phase of the Data Display and Analysis strategy, while the large 
extent of the analysis chapter (chapter 6) is the third phase.  

The grounded theory is used for constructing an explanation or to construct a theory 
around some central theme that has been observed from the collected data (Saunders, 
Lewis & Thornhill, 2003). One of the elements in grounded theory is selective coding 
which is a systematic coding for the core categories. Selective coding means to categorize 
the core categories into the main problem (the central category that best account for the 
essence of the data) (Neergaard & Parm, 2007).  

The practical conduct of the third phase and how it was used in combination with Data 
Display and Analysis is now going to be described: Grounded theory elements is to an ex-
tent used in the market knowledge analysis part in the analysis. The market knowledge part 
of the analysis is based upon the second research question; the question of what important 
knowledge that can be learned from long term establishment on the Chinese market. In 
this analysis a selective coding has been undertaken; a central category (the essence of the 
data that was found from the relevant data that was relevant in this part) was found and se-
lectively coded. The central category found in the analysis was the importance of local 
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presence in China, and this category was by the authors divided into Personal relationship, 
knowing the right people, and after sales service. An explanation for this central category is 
then discussed. Important to emphasize is that the grounded theory strategy was not ap-
plied during the whole process of analysis (from data gathering to data analysis) but only in 
parts of analysis section, in the other parts of the analysis Data Display and Analysis was 
exclusively adapted. 

The primary data of this research consists of cases. The different cases (the companies in-
terviewed) are in the analysis not treated separately and individually, but the data from the 
cases are structured along different categories; this means that a Cross-case structure of 
the analysis was applied. The cross-case analysis was necessary to compare and discuss the 
different categories in a coherent and meaningful way. 

Before the analysis section in this thesis, there is a chapter (chapter 5) that should be 
looked upon as a mix between empirics and analysis. The interview data will there be used 
to facilitate for analysis and to give a foundation, for the analysis. The “measurements of 
successful export” theory is in this chapter applied on the different cases in order to pro-
vide a background to the different cases´ export knowledge. This chapter therefore pro-
vides for a general overview of the similarities and differences of the different companies´ 
export, in this way chapter 5 provide a relevant background to the analysis.  

3.7 Reliability and validity  
Reliability in qualitative studies concerns: If another occasion of conduct of interview 
would yield same results, to what degree different researchers would obtain the same in-
formation from the interviews, and if there is transparency in how sense was made from 
raw data. There are two different kinds of bias that affect the level of reliability: Interviewer 
bias and interviewee bias (Saunders, Lewis & Thornhill, 2003). Naturally when it comes to 
qualitative interviews with open ended questions there naturally consists reliability prob-
lems since open ended questions often leads to unique answers from each responder. Also, 
the open-ended questions increase the risk of interviewer and interviewee bias. However, 
this natural lack of reliability can be decreased if conducting the interview in a certain man-
ner.  

In order to avoid reliability bias the interviews were conducted in a certain way: The tele-
phone interviews were conducted in a silent room. Each interview lasted for about half an 
hour and was performed via Skype. The interview was recorded on a computer, and the re-
cording was done to avoid the risk of missing out information. The recorded data was then 
carefully listened to and put into text format by the researchers. By letting all the interviews 
be conducted by the same researcher the authors avoided the potential bias of that the re-
spondent would misinterpret the questions, since there is a tendency for different persons 
to use the language differently. Also, by this approach the respondent get to know the per-
son that conduct the interviews better, hopefully something that results in a more outspo-
ken responder attitude. All interviews were conducted in Swedish in order to reduce any 
language barriers, and have been translated into English for this thesis. One potential bias 
in this research is that one interviewee not was the top expert in export of that company. 
The researcher however felt that the person had adequate knowledge because of a previous 
tight relation with the export-expert had given the interviewee knowledge about their ex-
port. 
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Validity concerns if findings accurately measures what it was intended to measure, and if 
findings really is about what the findings are professed to be about (internal validity). Valid-
ity also is about if findings can be generalised to for example other organizations (external 
validity). (Saunders, Lewis & Thornhill, 2003) 

On the data collection level, the raw primary data collected for this research is believed to 
be valid in the sense that the authors got information about the things that was sought for. 
The treatment of the raw data can hypothetically have a validity problem in the sense that 
the raw data was in Swedish while the treated interview data in this research is in English. 
The potential validity issue here is that the treated data (in chapter 4) may include some 
misinterpretations made by the authors which may have came into existence as a result of 
translating the raw data into English. Such a translation bias could therefore hypothetically 
affect the validity since the treated data than not fully would correspond to reality. How-
ever, if such a language bias exists it is of a minor proportion and hardly affecting the over-
all result of thesis. An important factor to consider regarding the overall validity of this the-
sis is the external validity of the results. The authors do not state that the results from 
analysis are possible to generalise on every organisation that wants to establish in China, 
the external validity is therefore limited. However, the authors believe that the results con-
sists of important information that could provide some SME’s with information that could 
be of importance for those SME’s when establishing in China. 

One issue that concerns both reliability and validity of this research is the fact that the col-
lected data consists of only 5 cases (the consultant included). Due to lack of available num-
ber of companies within our selected population, and also due to time constraints, no addi-
tional number of companies and/or additional forms of interview that would deepen the 
insight of the purpose (questionnaires, interviewing several people at same organization 
etc.) could be done. 
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4 Empirical Findings 
In this chapter the authors will present empirical findings for this study. First the conditions for Swedish SMEs 
in China will be discussed. After that the interviews with the companies will be given and last the interview with 
a consultant and export on Swedish-Chinese trade will be shown. 

4.1 Swedish SMEs and foreign investment in China 
In July 2007 SEB and the Swedish trade council released a survey about Swedish SMEs en-
tering china. This interview was primarily based on interviews with company representa-
tives, the Swedish chamber of commerce and establishment consultants. It should also be 
noted that Hong-Kong were excluded from this survey. 

In the 11th of December 2001 China joined the WTO (World Trade Organization, 2007). 
Today China’s booming economy still attracts foreign investments in a large scale. In June 
2007 the FDI in China passed 750 billion USD. The largest focus is on the Chinese east 
coast markets like Shanghai and Beijing. Since 1978 when china opened up its markets for 
foreign companies over 610,000 companies (June 2007) have registered with the Chinese 
authorities. Most companies established themselves in Shanghai and among the Swedish 
companies 66% of the companies followed this pattern (Swedish Trade Council & SEB 
AB, 2007).  

One new Swedish company enters China every 4th day. That is ninety-two companies en-
tering China between the period of July 2006 and June 2007. The report also states that 
55% of these companies had less than 100 employees globally and 20% of the companies 
had between 100-500 employees globally. That makes by the European Commission’s 
definitions of SMEs most of these companies small and medium sized enterprises (Swedish 
Trade Council & SEB AB, 2007).  

Industrial products are still the most important product category both for Swedish and 
other foreign companies. Besides industrial products other important categories in order 
are corporate services, consumer goods, health care and environmental protection (Swedish 
Trade Council & SEB AB, 2007).  

Concluding remarks from this survey argues that Swedish companies entering the Chinese 
market today differs from earlier years in the sense that they are smaller and also other ar-
eas are represented in regard to the former high portion of industrial technology compa-
nies. China can no longer be seen as a market for heavy machinery and industrial goods. 
Chinas as one of the markets with the highest potential in the world and soon to become 
the third largest economy in the world will be very interesting for Swedish companies for 
many years to come. The area that shows the highest potential right now is the expanding 
consumer goods market were the survey argues that Swedish SMEs has a lot to offer. 
(Swedish Trade Council & SEB AB, 2007). 

4.2 Coffee queen    
Coffee queen is a supplier of professional coffee making machines for offices, restaurants 
and fast-food chains. Today the company employs over 120 people and revenue for 2006 
was 19m Euro. Coffee Queen Beverages Machinery (Shanghai) Co Ltd is a subsidiary of 
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Coffee Queen located in Shanghai. It was established in 2006 and has 30 employees. Does 
not only deal with Chinese market but also other markets in the Asia/Pacific area (Coffee 
Queen, 2007). 

Coffee Queen was founded in 1983 and started almost immediately to export to the other 
Nordic countries. As a small Swedish company they have to depend on the connections on 
different markets. The first country outside of the Nordic sphere was Greece. This market 
was entered due to the relationship founded with a Greek agent that immediately made it 
possible to enter the Greek market. In the same manor the South African market was dis-
covered and entered by Coffee Queen.  

During the late eighties Coffee Queen was pulled to other markets as distant as Korea, 
China and other south pacific markets in Asia by requests received when showcasing on in-
ternational trade fairs. The success was only temporary and Coffee Queen soon withdrew 
from those markets when they slowly fading away.  

Georg Möller, CEO and founder of Coffee Queen elaborates “You need local presence to keep 
your customers. Long term success on a foreign market is impossible without a local presence. When first en-
tering China we were not prepared to deal with the customers after the sale was complete. A customer in 
China requires the same after sale service resources as a customer in our domestic market” (G. Möller, per-
sonal communication, 2007-12-04). 

 When Coffee Queen´s ambitious aspirations in the Far East did not succeed, they decided 
to start over and focus on the domestic market and more closely related markets in 
Europe. The purpose was to build up strength and have a more controlled expansion. 
Markets were still entered and evaluated by the relationships made and acquired with 
agents on these markets. At this point Coffee Queen could not establish themselves on a 
foreign market without the support of an agent working in that market.  

As the company was expanding in Europe the CEO Georg Möller decided to expand the 
domestic market further and bought a company in Norway that became a fully owned sub-
sidiary.  

Georg Möller explains “The reason why we did this kind of establishment in Norway was to be able to 
offer that market the same level of commitment and after sale service as we give at the domestic market. At 
this point we consider the Nordic countries as our domestic market and not just Sweden.” (G. Möller, per-
sonal communication, 2007-12-04).

Coffee Queen had started producing components in China and had gained a strong posi-
tion in the home and European market. The necessary resources and knowledge had now 
been acquired in order to make a proper attempt at penetrating the Chinese market. The 
strategy for the mode of entry was to open a fully owned subsidiary in order to avoid those 
mistakes made at the previous attempt in China. The time and place of the expansion was 
not made by extensive market analysis and evaluations but more decided on a hunch and 
by gut feeling by the CEO. He figured that this was the time for his attack and motivates 
his decision with: 

“With good local presence, there is no difference in making business in China than with your next door 
neighbour. Experience from the previous attempt also let us knows that Asian customers demand for after 
sales services had been underestimated and was equal to the ones of the domestic market” (G. Möller, per-
sonal communication, 2007-12-04).

 
23



Error! Style not defined. 

The next step for Coffee Queen was now to make a successful entry in to Germany. Cof-
fee Queen products had been on the German market for many years but Coffee Queen 
was a very small actor. Since they had not found an agent that could fulfil a satisfactionary 
relationship at such a giant market the same strategy was used as in Norway and in China. 
A smaller company was found that suited the specific requirements and was purchased. 
Not with the purpose to gain that company’s customer base but merely to have a good 
starting point and foundation for a successful establishment at the German market. With 
this subsidiary in hand Coffee Queen could now offer the German customer a higher level 
of after sales service that was not managed with simply an agent. 

Georg Möller, CEO reflects on the subject “Coffee Queen does not have a specific strategy to estab-
lish subsidiaries on markets. When an agent that fulfils our needs is not found and we believe that the 
market is lucrative for us we believe that a subsidiary is needed for us to do well on that market” (G. 
Möller, personal communication, 2007-12-04). 

Today the company is active in approximately thirty markets in Europe and Asia and have 
three fully owned subsidiaries. The main office is still in Arvika where a majority of the 120 
employees are situated. Most of the export and business decisions are entirely made by the 
CEO, Georg Möller. The relationship and communication between the different affiliates 
go through Georg Möller himself. He believes that the knowledge and experience that ex-
ists in the organisation is valuable and precious but the competence within is not fully util-
ised. The solution for a more effective flow of information is presently uncertain. A coor-
dinator is an option that is discussed that would handle these issues and make it easier to 
communicate within the organisation. The only opportunity for the subsidiaries to be 
united under the Coffee Queen brand is during trade fairs where all the parts of the organi-
sation in assembled as one. 

The next step for Coffee Queen in China was to start sourcing the production in order to 
be able to compete fully on the Chinese market. Georg Möller, CEO explains why: “It is 
possible to produce our product in Sweden and sell it in Germany, but it is not possible to sell that machine 
in China and make it in the long run anymore due to different levels of production costs. Being able to pro-
duce the products at a lower cost in China will give us access and possibility to enter new markets from there 
in the future, such as the North American market which would not happen with a production facility in 
Sweden” (G. Möller, personal communication, 2007-12-04). 

During Coffee Queen´s endeavours abroad they have noticed that different business cul-
ture or a different kind of culture in the country does not make a big impact as long as you 
the product and service you offer is of high quality and sold at a decent price. “As long as 
you treat them well, they will treat you well” is a rule that the CEO Georg Möller tries conduct 
business and to live by. “Cultural differences has not had a big impact for us, there is no difference be-
tween doing business with a person in China than a person in Åmål. Business is always Business” (G. 
Möller, personal communication, 2007-12-04).

4.3 Regin AB 
Regin offers products and systems for building automation. Regin is represented in more 
than forty countries. Regin has offices in Hong Kong, Paris and Singapore that are respon-
sible for China, other countries in South-East Asia, and Australia (Regin, 2007).  

When Regin was founded in 1947 and began to export to surrounding Nordic countries 
very soon but the export was not a big focus and had little attention from the management. 
During the early eighties Regin implemented a more aggressive strategy and started to ex-
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pand outside of Scandinavia. A person was hired whose sole purpose was to travel and find 
export possibilities. This was not the most efficient way to gather clientele, new markets 
was mostly found through trade fairs where offers were received and contacts made. The 
first new markets were the U.K, the US and the Netherlands. The management at Regin 
was not satisfied with this and believed that the interesting emerging markets in Asia were a 
good strategic option for Regin. The new active approach resulted in the purchase of a 
smaller sales company in Singapore. This was Regin’s first subsidiary but it was not an in-
stant success. The company was kept but most focus did lie on Europe where a second 
subsidiary had been set up and also Russia had gained Reign’s attention and resources were 
aimed at these markets. It had become clear to Regin that in order to succeed on a foreign 
market they had to provide it with full attention. Johan Ohlsson Managing Director and in 
charge of sales, explains: 

 “In order to succeed on a foreign market you have to be present and struggle to penetrate the market. You 
have to visit the country with the purpose to create relations and network. You cannot handle that from 
Sweden and that way we cannot sell large volumes” (J. Ohlsson, personal communication, 2007-12-05). 

With a steady foundation in Europe, new and stronger focus could be given to the subsidi-
ary in Singapore to benefit from the possibilities that it could bring. Initially the Singapore 
office was used to source production but eventually the Singapore office initiated the ex-
port to China. As the exports increased and Regin was getting more familiar with the Chi-
nese market and had made the company known there, it was decided to start up a branch 
of the Singapore office in Hong Kong.  

“The Hong Kong office proved to be a successful hub for the Chinese export and production while the Sin-
gapore office could shift its focus towards other close markets such as Thailand, Malaysia, Taiwan and In-
donesia” (J. Ohlsson, personal communication, 2007-12-05). 

The reason for the successful establishment this time was the experience they had obtained 
by working in the different European markets and being able to be fully committed at these 
markets with emphasis on keeping good long term relations with desired customer seg-
ments. 

Regin’s head office is located in Gothenburg where most the production is placed. Sales of-
fices are also situated in Stockholm, Osby and Landskrona. Regin have implemented a flat 
organisational structure in order to have shorter communication distance and be able to 
quickly adapt to changing environments as an alternative to many of their larger competi-
tors´ more hierarchical structure. The importance of short communication paths at Regin is 
shown at their head office where all employees and managers are sitting in an open-plan of-
fice design resulting in high levels of information easily trading recipients.   Regin does not 
have one sales manager, they have six sales managers all with its own region to operate and 
practise. Four are located in Sweden and the others in Paris and Singapore. The choice of 
this structure is defended with the argument that it increases the horizontal communication 
between the sale teams. The employees are evaluated not only on education and current 
competence but a very important aspect is to see if the individual traits fit with the Regin 
“spirit”, the specific culture present at the company.  A lot of knowledge and information 
are gathered by the different teams during their regular sale assignments visiting assigned 
markets. The different managers gather this information and share it with the others. Man-
aging director Johan Ohlsson uses an ice hockey metaphor in order to explain his thought 
regarding the exchange of knowledge at Regin  
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“If you are standing at the bench and hear all the comments between line changes, then you can get a per-
spective of how the game is progressing” (J. Ohlsson, personal communication, 2007-12-05). 

Today Regin has built up a strong reputation and brand name, the feeling is still that Regin 
could grow further but now the resources is not sufficient for that step. Regin has now 
more or less focus on approximately twenty markets around the globe and not until these 
markets has been fully penetrated will they expand their focus into other markets. Offers 
are being received from markets where Regin feels that they cannot commit fully to. With a 
too aggressive strategy and desire to fulfil all these orders, the same mistake would be made 
as the ones made in the eighties.  

“Regin cannot work in the same manner as the larger companies do. They can put 10-20 people in a mar-
ket and say “Lets do this!” For us it is different, we need to find the right people and partners and start 
from scratch.” (J. Ohlsson, personal communication, 2007-12-05).

4.4 SAJO Maskin International AB   
SAJO was founded in 1916 and has since then built different kinds of machines. SAJO 
market, produce and install SAJO multi operational machines and installs FMS. SAJO ex-
ports approximately 70% of the production and the single biggest export market is the 
Chinese. SAJO has been doing business in China since 1993 and has its own office located 
in Beijing employing ten people (SAJO 2007). 

SAJO is an old Swedish company and started over forty years ago to do business with 
other Scandinavian markets. In the 1970s a subsidiary was founded in Germany when real-
ising the possibilities awaiting SAJO there. The company was kept but never did as good as 
hoped for. A decade later the decision was made to let the subsidiary go and handles the 
German market from Sweden and use agents instead. Myrna Gustafsson current vice 
president of SAJO remembers: “Germany was a disappointment; we could never give simi-
lar domestic competitors a real fight. And since then the German market has still been slow 
so the activities is now handled from our Swedish office.” SAJO is the smallest actor in 
most markets active at. SAJO is nichsed in the industry as the company that will offer cus-
tom made machines to fit the customers’ needs. The difference between SAJO and bigger 
competitors are the flexibility in the production stage. “Where the companies that produce 
larger volumes of the same machine we will adapt the machine. When supplying to the 
Chinese air force for instance the precisions demands are very of high importance. The 
machines sometimes need to be calibrated to nanometres precision.” 

SAJO first attempted to enter the Chinese market in 1989 when the foreign market man-
ager Sven-Eric Österberg took saw the opportunity that the giant market could offer with 
the big changes and development that was occurring in China at the time. With the market 
manager´s vast previous experience of conducting business with closed economies and dif-
ferent political systems as president for Profila, a company within the Alfa Laval group that 
imported and exported with the Soviet Union ANNAT ASIEN SAJO had a relatively 
smooth entrance into the Chinese market says Myrna Gustafson vice president at SAJO. 
She continues: 

“We had our first delivery to China in 1989 and we were one of the first western companies entering the 
Chinese market in our sector. Back then there were a lot of barriers to overcome such as language and cul-
ture but also the government. In order to get any business you had to tie up the right connections and get 
through the bureaucracy” (M. Gustafsson, personal communication, 2007-12-19).
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The operations began with the rental of one single office in 1990 and two Chinese engi-
neers were rented from a Chinese recruitment agency and placed there to handle sales, ser-
vice and interactions with Chinese customers. It was small scale business in the beginning 
but the market manager was making a great effort to make SAJO stick out on the market 
and get connections in China. He knew that he had to gain the trust from the customers in 
order to make it in China. Eventually he gained the trust and it was then SAJO could re-
ceive bigger orders and be a competitor. The confidence was so great from Chinese cus-
tomers in Sven-Erik Österberg and SAJO that they used SAJO to put together product 
packages for their needs from other producers when SAJO could not meet those needs.  

“Sven Eric was very keen on making straight and fair business, and he was particularly careful and gener-
ous in the first deliveries by making sure that the promises was kept and being extra generous with warran-
ties, taking the cost of some things that was not obligated by him. ´He made them feel that SAJO was an 
honest partner´” (M. Gustafsson, personal communication, 2007-12-19).

Coming in to the Chinese market this way was an advantage, with good references you can 
receive more orders and establish connections for long time relations. This was exactly 
what happened; SAJO was drawn to other markets by the promotion of their Chinese cus-
tomers. In 2002 a Ukrainian delegation was visiting the Chinese space and aviation industry 
and since SAJO has contact with one subsupplier, a connection with the Ukrainian aviation 
industry was established. There is no need no for SAJO now to be looking for new markets 
to enter, the aim is to grow and prosper in the markets currently being active at and let cus-
tomers come to them.  

As SAJO began to do well in China more people were hired, since the two employees was 
travelling to customers and spending much time on business trips a secretary was hired to 
take care of administrative issues. As demand for SAJO products increased more people 
were taken in to the office.  

When Sven-Erik Österberg, the foreign market manager took over SAJO and became 
CEO in 1992 he took the decision to try and buy out the rented employees and make them 
employees of SAJO. Myrna Gustafsson vice president at SAJO says:  

“The aim for SAJO was to secure the employees and keep their experience and knowledge within the com-
pany. SAJO wanted to be able to have competent people at place. ´In order to succeed you have to be able to 
support customers with spare parts and service within reasonable time” (M. Gustafsson, personal communi-
cation, 2007-12-19). 

  Today eight people are working for SAJO in SHANGHAI and SAJO also keeps room 
and trades for the account of other Swedish firms. Myrna Gustafsson, vice president says:   

“The personnel have now almost created a trading house where they sell to other machine manufacturers and 
Swedish companies, the original employees are office manager and service manager. The new people are spe-
cialised with the other companies´ products but are hired by us” (M. Gustafsson, personal communication, 
2007-12-19).  

Now the office is fairly autonomous and can handle the products well and take care of the 
connections. In the beginning the market manager had to attend every deal and discussion 
but now he may only visit once in a while and make an appearance as the big boss.  

When a project is initiated with new clients and offers is on the way there is a lot of contact 
between the China office and the head office in Värnamo by e-mail, telephone and fax. 
There is always contact between the offices regarding technical issues when dealing with 
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the production phase. Big offers and financial analysis of price, sales and other requests are 
also discussed between the offices for an effective and smooth business process. 

SAJO do treat their Chinese customers differently from their domestic and European ones. 
Myrna Gustafsson, vice president says: “a Chinese customer has to, and expects to be 
pampered. You need to take them out on representation events and when you take them 
the Swedish production location for approval, pleasure trips to other sites in Europe is of-
ten regarded as standard in order to show good faith.  

Myrna discusses the experience of the employees in the China office: “We are very happy do 
have gained such competent partners that take care of our business in China. They know how the Chinese 
market work and have a genuine interest to do well for SAJO. They keep themselves up to date with the 
new aspects to consider when dealing in China and when major changes occur in the industry or market we 
try to deal with that together, both them to us and we to them.” (M. Gustafsson, personal communication, 
2007-12-19). 

When asked why she thinks SAJO have succeeded on the Chinese market she says that it is 
largely due to Sven-Eriks competence and experience. He knew how to take care of people 
in China from previous experience of similar markets in the Soviet Union. The fact that he 
knew the culture and that the Chinese felt that we at SAJO were trustworthy. 

4.5 Stafsjö Valves AB 
Stafsjö manufactures qualified knife gate valves for industrial applications within the busi-
ness segments of pulp & paper, water & waste water, biogas and other process industries. 
Stafsjö has offices in Austria, China, Germany, Brazil, and Sweden and also have a global 
network of representatives. The company was established in Stafsjö 1666. The valve pro-
duction started already 1881 and the production of the first knife gate valves started 1928. 
Today the main part of the production is taking place in Sweden in extensive co-operation 
with subcontractors in Europe and Asia. Stafsjö have approximately 100 employees and to-
tal sales of about 155 MSEK (Stafsjö, 2007). 

Stafsjö has a long experience of exporting to foreign markets. Already in the beginning of 
the 20th century Stafsjö started to export its valves outside of Sweden. Before they had 
been operating on the Swedish market since 1666. Stafsjö’s export started in the surround-
ing areas of the Nordic countries where the pulp and paper industry were expanding during 
this time. Their largest export market during this time was Finland. As time went on they 
also started to export to other European countries such as Germany and Austria. Most of 
this early export was conducted with co-operation with trading houses and agents in the re-
spective countries. During the late 1950’s Stafsjö started to export to South America. The 
reason for this was their close contact with the trading house Elof Hansson who had estab-
lished themselves there with a good network of contacts. With the network of Elof Hans-
son and other agents Stafsjö were represented in most countries of significance around the 
world at this time. As a quite small actor on the pulp and paper machinery market, Stafsjö 
tries to niche themselves as a very high-end brand with a high quality product. Producing 
and selling one of the highest quality products on the market also leads to the fact that 
Stafsjö’s valves also are one of the most expensive valves on the market. And it is due to 
this fact that Stafsjö during the 90’s identified one of their biggest problems with selling 
their products with the help of foreign agents. Marcelo Alvarez, area manager for South 
America and China explained the process as follows. 
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“Agents are usually specialised and have several customers from the same industry, most of them which are 
also our competitors. Since Stafsjö offers an expensive product, the agents cannot make as much money on a 
Stafsjö product as they can do on other producer’s products were they can add a higher share of the price for 
themselves. Due to this, Stafsjö has to be very active towards the agents so that they will sell our products in-
stead of a competitor’s.” (M. Alvarez, personal communication, 2007-12-10).  

Due to this and also that Stafsjö have no control on how much the agents will add to the 
price made them take the decisions of establishing fully owned subsidiaries on their “focus 
markets” where their product have the most potential. One of these focus markets were 
China that had since the opening of its economy to rest of the world started large scale 
pulp and paper industry. During the late 80’s Stafsjö realised that China would become a 
very large market. They started to sell to China through an agent but decided to establish 
themselves locally on the market with their own subsidiary in 1997. They started their sales 
office by employing only Chinese personnel but realised quite soon the enormous potential 
of the market and they also hired Swedish representatives for their sales office. The reasons 
for the establishment in China were not only because of the problem with the agents. An-
other problem with the Chinese market was that they had to make all sales with letter of 
credit. This was a very expensive process that they could work around if they had a local 
presence on the Chinese market. After a few years of selling to China, Stafsjö also started 
to produce some of their products in China. When deciding to start producing in China 
they used the Swedish trade council to locate where the best place to set up a factory would 
be. 

“The Swedish trade council helped us to investigate were the best location for our factory would be and how 
to do this. When the trade council had investigated the different alternatives they recommended that we 
should set up in the area of Shanghai due to the location of one of the largest port in the world where most of 
our shipments are sent and received from” said Stafsjö’s area manger responsible for China.” (M. Alvarez, 
personal communication, 2007-12-10). 

Today Stafsjö is producing around 70% in Sweden and 30% in China. And in China about 
50% of the people are working with sales and 50% with production. When asked about 
what the biggest differences are when doing business in China and doing business in Ger-
many Alvarez said that the personal relations are much more important in China than they 
are in Germany. In Germany it is enough to have a good product but in China you need a 
good relation with your customers before you can make any business. In China it is also 
important to have a close relationship to the design institutes that designs the machinery 
for the pulp and paper industry. One of Stafsjö’s biggest mistakes in China were that when 
one of their employees got into a dispute with one of the design institutes and they choose 
the products from one of their largest competitors instead of Stafsjö. Besides China, Stafsjö 
are exporting to countries such as Thailand and Singapore in Asia were they are repre-
sented through agents. Since a few years back Stafsjö started cooperating with a  German 
pulp machinery producer Ebro. 

Ebro is one of the larger actors in the pulp and paper machinery industry. Due to the co-
operation, Stafsjö have had to change agents in many countries in order to have the same 
agent as Ebro. In the countries were Ebro have sales offices also Stafsjö is represented 
which makes it easier for Stafsjö to sell their products in these countries since these sales 
offices are required to sell and recommend Stafsjö’s products instead of some other com-
petitor’s products. Stafsjö works in projects all over the world, sometimes together with 
Ebro and sometimes on their own. In order to keep track of all these projects they have 
developed an intranet that they are using to structure these projects. 
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“When the CEO decides about new projects he puts it on the webpage. Then all persons that are affected by 
the new project can communicate on that webpage. If we need help from Germany they can also access this 
webpage.” (M. Alvarez, personal communication, 2007-12-10).   

Besides the webpage that Stafsjö is using to structure the projects they are using e-mail 
when different parts or different subsidiaries of the company are communicating with each 
other. After the successful relationship with the Swedish trade council in China, Stafsjö 
have started to use the trade council more and more to evaluate new market entries. The 
trade council evaluates the market potential and also suggest what mode of entry and were 
in the country Stafsjö should establish themselves. The Swedish trade council have been 
very helpful for Stafsjö during the last years. Today Stafsjö’s most attractive markets are in 
South America and especially Brazil. Stafsjö have recently established themselves in Brazil 
with their own subsidiary. Countries like Brazil and other developing countries have the 
most potential for Stafsjö right now. There will be more or less no more constructions of 
large pulp and paper factories in Europe. That is why Stafsjö have decided to focus more 
on developing countries with a lot of natural resources and forests. This is also the reason 
why Stafsjö have decided to establish themselves locally in Brazil and China to be more ac-
tive on these markets. 

4.6 Jörgen Malmberg, consultatant  Mafic Trade AB 
Mafiq Trade AB is a market and business development consultant company with a focus 
on China. They have great experience in the Chinese business environment and are official 
advisors to Shijiazhuang City and municipal in China. Jörgen Malmberg is the head of Ma-
fiq Trade AB and have for many years helped Swedish and European companies enter and 
compete on the Chinese market and Chinese companies to get in contact with agents in 
Sweden. Malmberg has helped over 300 companies to get in contact with other companies 
in China. (Mafiq Trade, 2007) 

Malmberg has over the years helped many European companies with their entry into the 
Chinese market. He states that European companies have a general fear for the large dif-
ference in culture. Some swallow their fear and attempt to enter the attractive market in the 
hope of reaping great benefits. He identifies that the largest reason why most companies 
fail in their attempts is that they underestimate issues of business and general culture in 
China. In order to make business in China he recommends that the company should have 
established relationships with their Chinese clients. Malmberg who works as a consultant 
and matchmaker between European and Chinese business parties stresses the importance 
of personal contact with the Chinese business partners not only by phone and email and, 
also that contacts are much more important than the laws and rules of the society. 
“The first time you meet a Chinese business prospect does not count, the second time you meet you are con-
sidered a friend, the third time you meet you become good friends and the fourth time you meet your Chinese 
business prospect, you can start to discuss doing business.” (J. Malmberg, personal communication, 2007-
12-19) 

When Swedish companies tries to establish themselves in China what they have most prob-
lem with is to find and English speaking agent or contacts. Without a Chinese contact it is 
almost impossible to establish themselves in China. Contacts are everything when starting 
up in order to get past the bureaucracy and government agencies. It is harder for a smaller 
company to get past the entry barriers than the larger company who earlier can create 
trustworthiness because the belief in Chinese business culture those larger companies are 
more credible. Malmberg reflects:  
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“Small companies have a hard time creating the necessary relations. It takes much time and money, much 
more than they first assume. The big companies can enter with a strong reputation and credibility which will 
make it easier to tie up the right connections” (J. Malmberg, personal communication, 2007-12-19) 

The most common reasons why Swedish SMEs fail to reach a satisfactory achievement on 
the Chinese market are according to Malmberg the effort put down on the Chinese market. 
Many realises that it is much more difficult than first believed. The key is to display a 
strong exterior. Let it take the time that is required and bare out the harsh times in the be-
ginning. 
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5 Result and case comparison 
In this chapter the authors will present the results and comparison of the companies. The authors will compare 
the companies on the different factors from the successful export theory to get a better understanding on how the 
companies differ but also are related to eachother. 

This section is built on the successful export theory to get a good structure and categories 
to compare the companies. The comparison is built on three categories. The first is knowl-
edge orientation, the second is relations and last is the level of uniquenes. These categories 
are later divided into subcategories to even further structure the results. 

First the answers received from the cases regarding knowledge orientation will be com-
pared. The subcategories considered are: 

• Effort in human resources and employees knowledge 

• Educated workforce and managers 

• Experienced managers, previous ventures and theory 

Coffee Queen’s CEO Georg Möller is the heart and soul of the company, he takes every 
strategy decision and keeps himself updated with every issue within the company. Even 
though Coffee Queen now have three subsidiaries around the world and has grown im-
mensely it is still the CEO that believes that he is the company and thinks of it as his own. 
Barely graduating from elementary school the CEO and founder of Coffee Queen has 
massive experience within the field of international business. At the moment there are no 
decided apprentices to Möller and at the moment Coffee Queen stands and falls with 
Georg Möller 

A resemblance can be seen at SAJO where CEO Sven-Eric Österberg is the person that all 
alone runs the company and make the important decisions. There is nobody at SAJO with 
the expertise of the CEO and the company falls with him aswell. Not only does the current 
manager have a long working experience within the company before taking over as CEO 
but he also has experience of international business with other companies before joining 
SAJO. The most important and dominant asset for the CEO was his long time work as an 
importer/exporter with and in the Soviet Union. A difference that can be seen with the 
approach between SAJO´s and Coffee Queens´ workforce in their Chinese subsidiaries is 
how much SAJO values the employees there. The knowledge of the people was fought for 
in order to make sure that their knowledge could not be lost to competitors.  

Regin has a much more modern and developed structure of their managers and decision 
making process. All the managers have a higher education in business and are therefore 
familiar with different theories within the field. With different teams handling different 
markets, communication is the key for Regin. Every member of such team has to be aware 
of the vision for each project and also be able to communicate his knowledge quickly to 
the rest of the team. The employees are being selected not based on their education or pre-
vious experience but if they fit into the “Regin spirit”. This meaning how well they are 
adapted to work within Regin and being able to communicate information in a highly de-
centralized and flat organisation. 

Stafsjö like Regin is not as dependent on one individual manager as Coffee Queen and 
SAJO is. Stafsjö has been working the same way for a long time and has been able to hire 
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people with the right traits and education for a certain market. The communication be-
tween the different divisions of the company has been made easier thanks to the intranet 
that able explicit knowledge to be shared between the workers. But the knowledge of the 
employees is not nurtured and taken care of at the same extent as the other companies. 

The second factor is “Keeping good relations” where the subcategories at focus are: 

• Relation to foreign representatives, visits to customers and customer visits 

• Support agencies: Swedish Trade Council, Swedish Chamber of Commerce 

• Adaptation to market and market culture 

The results differs somewhat when looking into how the companies feel they have to adapt 
to the culture of a foreign market. When doing business in China, good relations and busi-
ness culture goes hand in hand. Coffee Queen has a distinctive view on the way they han-
dle their relations and adapt to the foreign market. They believe that the relations are of ut-
ter most importance but have over the years realized that they do not have to adapt to dif-
ferent cultures. The belief within the company is that the products are of such high quality 
that they will be able to sell it anywhere and they have to follow up the sales with a high 
level of service anywhere in the world. The same amount service are attempted to be deliv-
ered to fit the demand in China as well as in Sweden or Germany.  

For Regin it was a different story, the products are not as requested as the products of Cof-
fee Queen but the relations are valued just as high. When initiating a new market entry 
Regin starts off by visiting the country in question with the purpose of creating relations 
and network. Good relations are essential anywhere for Regin and they have to work hard 
to keep them and keeping those long term customers. The way these customers are kept 
are similar to the strategy of Coffee Queen, the regular service and especially the after sale 
service have to be flawless. The view of adapting to the business culture of the market var-
ies between Regin and Coffee Queen. Regin stresses the importance of being able to fit in 
to the market aimed at. On the European market it is not as difficult but when dealing with 
partners in Asia much effort has to be put down in order to fit in, in order to make the 
proper connections and relationships. 

SAJO take great concern in creating and keeping their relations. When first entering a mar-
ket the CEO will represent the company and try to create proper relations. The intensity of 
this effort is then analysed by the managers by looking at the business climate and culture 
at the market in question. Much effort is put towards creating a fit with the business cul-
tures entered and with the experience of the managers. Many visits are made to clients over 
the world to show commitment and service mindedness. Trips are also arranged for clients 
to the production facility in Sweden in order to strengthen the relationship. Most often 
Asian clients receive pleasure trips around Europe as well, a luxury they would not consider 
giving to a European client but one that has to be made when adapting to the Asian busi-
ness culture. 

Stafsjö has probably the most rational view on the issue of keeping good relations and 
adapting to different business cultures. With decades of experience of international busi-
ness they have learned how to handle the adaptation process when entering a new market. 
They have adapted to Chinese way of conducting business and much emphasis is put on 
creating good relations with customers, suppliers and design institutes. In a European mar-
ket the emphasis instead lies on providing a good product. 
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Stafsjö also differs from the other companies in the option of using agencies as help for 
their export. Stafsjö have realised that the Swedish trade council have a lot of market 
knowledge about the specific market and that this knowledge can be used to shorten the 
process of acquiring that knowledge when entering a new market 

The third and last factor is “Being unique” where these points will be considered when 
comparing the case companies with eachother: 

• Uniqueness of the company 

• Innovative, outside the box 

• Unique product 

• First to market 

• Open minded managers, entrepreneurial minds 

Coffee Queen relies completely on their product when doing business. Coffee Queen be-
lieves that their product is so much better compared to their competitors that they can sur-
vive and prosper by just being on the market. The struggle is aimed at cost issues only, in 
order to succeed at different markets, sometimes margins has to be cut so low that the 
market is not worth the effort, none the less, the product that Coffee Queen provide to the 
different markets in the world is thought of as self selling. 

Regin on the other hand does not rely as much on the product itself that is supplied, due to 
that it does not differ immensely from the competitors products. Even though being a 
smaller company, Regin has been able to build a strong brand in China and surrounding 
markets witch gives Regin the edge against its competitors. The way the managers are or-
ganised and the structure of the company also leads to the fast adaption periods towards 
the arising and changing demands on different markets.   

SAJO is the smallest actor in their industry and in order to compete with its larger competi-
tors with a more prearranged production phase SAJO have had to niche themselves as be-
ing able to provide custom made machines specially developed for all the customers pro-
duction needs. 

Stafsjö have positioned themselves as the up-scale, high-end brand in the industry. Produc-
ing and selling one of the highest quality products with high brand reputation provides a 
high value to the product itseld as well as the company. which will lead to the possibility to 
offer one of the most highly priced products on the market.  
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6 Analysis 
In this chapter we will analyze our theoretical framework from an empirical perspective using the findings from 
the literature and the interviews. In order to answer the purpose of this thesis, the authors have chosen to use the 
Uppsala internationalisation model combined with the behavioural internationalisation model, the psychic dis-
tance path and the different types of knowledge to support the main arguments. 

 

Figure 6..1 

In this chapter we will analyze our theoretical framework from an empirical perspective us-
ing the findings from the literature and the interviews. In order to answer the purpose of 
this thesis, the authors have chosen to use the Uppsala internationalisation model as a 
framework for the analysis. In the first part of the analysis the Market knowledge part of 
the Uppsala model is used to answer what essential China establishment knowledge the 
cases seems to have founded to be of importance. The second part of Analysis Part 1 is 
based upon Market Commitment in the Uppsala model. Here the fact of how the market 
commitment in our analysis is tightly tied together with the Market knowledge part dis-
cussed.  

Analysis Part 2 starts with the Current activities part. The interaction on the Chinese mar-
kets is mainly in focus here. The interaction on the Chinese market provides an extra di-
mension to how the practical steps were taken towards a local presence (as written about in 
the Market knowledge section). Additionally, the day to day interaction described on differ-
ent market (which generates experiential knowledge) also provides a basis for the Com-
mitment decisions part: This because the acquired experiential knowledge in the affects the 
commitment decisions. The second part in Analysis Part 2, Commitment decisions, have 
been combined with the behavioural internationalisation model, the psychic distance path 
and the different types of knowledge in order to analyse the difference forms of commit-
ment that the cases proposes to be of importance in China (but also other markets entered 
before China is mentioned to provide a background to China). A common theme that the 
different part is about is different forms of commitment which has been shown from the 
cases is of fundamental importance when conducting business with China. The reason why 
the analysis is divided in two different parts is to emphasize the fact that the different sec-
tions partly are based on different analytical strategies (as described in the method chapter) 
and answers to different parts of the research questions. Part 1 mainly answers to the sec-
ond research question, while Part 2 mainly answers to the first research question.  
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6.1 Analysis Part 1 
As already mentioned in the Uppsala model the most useful market knowledge is tacit 
knowledge. One of the main purposes of this research is to show how previous experience 
from markets can be applied to the Chinese market. Market knowledge consists both of 
market knowledge and internationalisational knowledge (see Uppsala model in the chapter 
3). One thing is of importance to clarify here; the stance in this Market Knowledge section 
is that the previous knowledge gained is mostly taken from previous experience from 
China, not from other markets, however some internalisational knowledge is mentioned. 
Internationalisational knowledge is briefly touched in the case of SAJO’s entry into China 
in 1989, and is especially analysed in the case of Regin. The internationalisational knowl-
edge will also be more extensively discussed in the commitment decision part later in the 
analysis. The reason why not market knowledge from other countries is discussed more ex-
tensively in this section is because the market knowledge is tacit in nature and therefore 
lacks ability to be applied in the context of what this section tries to answer  for: The part 
of our purpose which knowledge that can be applied to the Chinese market.  

The cases different market knowledge gained that can be or was applied when entering the 
Chinese market is analysed and comparatively discussed. The structure of this section is as 
following; firstly, the most important market knowledge when having entered China among 
the companies interviewed is displayed and compared. The most important market knowl-
edge issues are focused around the issue of the necessity of local presence in Kina. This is 
in focus because it so clearly was emphasized in the different cases. But also some other 
market knowledge issues are brought up. 

So what is the essence of what Mafiq points out? The major theme is that contacts and per-
sonal relationship is highly valued. But what does that practically means for the exporting 
Swedish companies? According to the researcher of this thesis, all that Mafiq says require 
some form of local presence. The contacts for entering, the importance of showing a 
strong exterior, the necessity of nurturing the business relationship etc. in the empirical sec-
tion all come down to the fact for need of local presence according to the authors. This is 
also something that has been confirmed indirectly among the cases. However, as we shall 
see in this section the local presence means different things for different companies.  

As Coffee Queen in the past had attempted to settle them on Chinese soil in the past, they 
knew that something had to be done differently. The perhaps most important market 
knowledge they had at their second try in China, was among other things that the Chinese 
customer demanded as much after sale service as a regular European customer (or any 
other western customer). In order to provide an efficient after sale service a local presence 
is required in order to make the after sale service both satisfactory to the customer as well 
as efficient for the company. 

The market knowledge regarding the importance of local presence is also something that 
Regin emphasizes. In that case the market knowledge about China started with their estab-
lishment of their sales office in Singapore. Although Singapore and China is very different, 
market knowledge about China was gained because the sales office there started to export 
to China. Later when the first China office was set up in Hong Kong they already had ac-
quired some of the market knowledge. The market knowledge included the importance of 
local presence. Although local presence by Regin is described as important in foreign mar-
kets in general, and therefore not is specific market knowledge (but internationalisation 
knowledge) about China in the Regin case, the local presence is described as vital in China 
by Regin. While Coffee Queen emphasised importance of local presence because it allows 
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for after sales service, Regin emphasises local presence as a way to create personal relations 
and networks. Local presence is the only way to sell larger volumes, as Regin explained in 
the interview. 

In 1989 SAJO entered the Chinese market. As this was a time of closed economic policy in 
China along with the fact that SAJO was one of the first companies in their market to enter 
here, it would appear as market knowledge was of utter importance to achieve success. And 
SAJO had the right knowledge in form of Sven-Eric Österberg, who contributed im-
mensely to SAJOS China entry, had previous knowledge from working with Soviet and 
other markets. The internationalisational knowledge from Soviet transferred to SAJO’s 
China entry resulted in a relatively smooth establishment. The question however is if the 
market knowledge from China is valid today. The answer according to the SAJO case is 
that the China market has both some similarities as well as differences. The right connec-
tions in 1989 got SAJO through the bureaucracy and assured the smooth entry. The bu-
reaucracy is probably not as hard to get by as in 1989, because of the China entry into the 
WTO etc. (as briefly mentioned in chapter 3.6). So it is quite clear that a more open eco-
nomical environment exists in China today compared to 1989, the bureaucracy therefore is 
less now than then. However, how much less bureaucracy, within what areas, and to what 
degrees it differs in different provinces is out of scope of this thesis. When the initial bu-
reaucracy was completed, the office was set up in 1990 and effort was put into establishing 
relationships with the potential customers rather than the officials. The main market 
knowledge issue in the SAJO case is the importance of personal relationships, which in 
turn requires local presence. As SAJO products are expensive special treatments are re-
quired additionally to normal local presence when handling larger orders; a higher ranked 
representative from SAJO visiting the important customers, and being generous here se-
cures a satisfied client. The personal relationship with the right people can hardly be over-
emphasized; this clearly corresponds both with what Österberg experienced back in 1989 
as well what is said in the case of Mafiq. Also local presence in the form of local presence 
that assures after sales service is important for SAJO. “In order to succeed you have to be able to 
support customers with spare parts and service within reasonable time” (Vice President of SAJO). This 
importance of local presence will be further elaborated later, enough to say here is that a 
personal relationship, and after sale service requires local presence for a company like 
SAJO. 

Stafsjö Valves AB has a clear view of what sets China apart from Europe; the main differ-
ence is the importance of personal relations in China. A good product is not enough as in 
the case with Europe according to Stafsjö. They strongly emphasize the importance of 
both personal relations with customers as well as personal relationships with business part-
ners (in Stafsjös case their design institutes). A particular example where Stafsjö committed 
the mistake to underestimate the importance of a good personal relationship was when a 
schism arose in the relationship with one of their design institutes which led to loosing this 
partner. What is interesting here is that Stavsjö seems to have put enough quantitative ef-
fort into the personal relationship with this partner, but that the quality of the personal re-
lationship was ignored. The quality of personal relationship is about etiquette and cultural 
behaviour etcetera. Specific etiquette and cultural behaviour lies outside the core focus re-
search, but that the nature quality of personal relationship as such is important to consider 
is a form of market knowledge about the Chinese market which is relevant here. For Staf-
sjö, local presence in China means that they have their own sales office there.  

The need for local presence can clearly be seen as the central theme that this analysis part 
returns to over and over again. What is highly interesting is that the different companies in 
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the cases stress the need for different kinds of local presence. This kind of local presence is 
in this analysis divided into Personal relationship with customers, Knowing the right peo-
ple, and After sale service. Because relationship is included in these subcategories to local 
presence, it can on the surface appear as local presence is related to the Relationship cell in 
the Behavioural Internationalisation figure (see Behavioural Internationalisation theory, 
chapter 3). This is not exactly the case: While the Behavioural Internationalisation figure 
shows what kind of entry mode to choose on a new foreign export market, the local pres-
ence described here shows what kind of different ways there is to offer close relations to 
customers on the Chinese market. It is built upon market knowledge on china from the 
cases. The following bullets shows what the different local presences are, and shows what 
category the companies seem to prioritise: 

-Personal relationship with customers (nurturing customer relationship): Mafiq, Regin, SAJO, 
Stafsjö 

-Knowing the right people (Is about managing the bureaucracy and creating network). 

-Network: Mafiq, Regin  

-Bureaucracy: Mafiq, SAJO              

   

-After sale service (Is about offering customer service even after the business has been made, 
such as reparations and offer spare parts. Coffee Queen, SAJO  

So of what is the major importance with the concept of local presence? Foremost to show 
that local presence is not simple a simple issue: For a company that is going to establish in 
China, it is not only to plan for what that local presence is. What the company has to think 
about is what the right kind of local presence is for their company.  

This leads to another question, which rises as a consequence of the fact that the need for 
local presence in fact is multi-facetted: What kind of companies should prioritise what kind 
of local presence? Or to complicate the question even further: What kind of characteristics 
of a company should be determinants of what kind of local presence that should be priori-
tised? Answering these questions way in a satisfactory way lies outside the scope of this 
thesis, partly because the cases are too few to draw any conclusions from, but also the fact 
that these two questions would require so much effort that the main purpose would lie 
outside the main purpose of this research. Perhaps other researchers can follow up on this; 
it for sure is a trail that is of importance. But the main contribution in this part of analysis 
(market knowledge) is that local presence seems to be of importance when entering China, 
and that local presence is multi-facetted. The importance of local presence is really a form 
of commitment to the Chinese market in the sense that local presence towards your cus-
tomers really is the same as committing yourself.  

Market knowledge, which is described above, is one of the four concepts in the interna-
tionalisation process in the Uppsala model, another concept is the Market Commitment. 
As explained in chapter 3; the strength of the market commitment is about how tightly and 
strong the company’s resources are integrated with the specific market. Market commit-
ment is also connected with the knowledge about the specific market. In this analysis mar-
ket commitment is heavily related to the market knowledge both because: The focus of this 
research’s company’s resource-integration in the Chinese market is highly correlated with 
the establishment of local presence I China (local presence is discussed above), and also 
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that the fact that market commitment from the beginning is intertwined with market 
knowledge. The Commitment aspects of this analysis is also more extensively analysed in 
the Commitment decisions section. 

6.2 Analysis part 2 
Current activities are associated with experiential knowledge; the experiential knowledge 
can be acquired either by a merger, an acquisition or by a simple trial and error strategy. 
Each strategy has its faults and benefits. When Coffee Queen decided to export to Ger-
many they decided to acquire a smaller coffee machine company instead of starting from 
nothing with their own venture. The CEO of Coffee Queen said that they decided to buy 
the company not for its current customers but to get a position on the market and to ac-
quire the knowledge within this company. This is the ideal example on how a company can 
acquire its experiential knowledge about a specific market faster than setting up its own 
company. The downside with this strategy is of course that the newly acquired company do 
not have the culture and knowledge that exists within Coffee Queen. But this is an easier 
process to learn then the other way around. 

Another way to enhance the day to day interaction on the market and knowledge about the 
market is to hire foreign employees to work for the company. This can be done in two 
ways as shown from the empirical data. Either the company can hire personnel from a re-
cruitment agency or they could employ them directly. As in the case of SAJO were they 
first hired two Chinese employees from a recruitment agency, when they later realised what 
knowledge they had gained about SAJO and SAJO’s products on the Chinese market they 
decided to transfer them to their subsidiary company from the agency. Doing this does not 
involve as much risk as in the case of Stafsjö that decided to right from the start to employ 
two Chinese employees. When they later realised the success they decided to expand the 
Chinese office with Swedish personnel to bring Swedish culture and the culture of Stafsjö. 

In the case of Regin and Stafsjö’s establishment in China they had enough experiential 
knowledge from previous ventures to China that they right away established a fully owned 
subsidiary in China. Coffee Queen had been in China a few years ago but failed to provide 
the after sale services to the Chinese customers that they demanded. This failing resulted in 
that they could not do business with the company twice and soon realised that they would 
have to withdraw from the market. Regin had also been active on the Chinese market be-
fore the establishment of the subsidiary. That time they conducted all their China busi-
nesses from their office in Shanghai. But also they realised that they needed more presence 
and withdrew from the Chinese market for a few years until they could come back with a 
more committed strategy. 

The empirical evidence shows that the companies in the sample have chosen either to hire 
local employees or to acquire a local company to get experience about the day to day activi-
ties. None of the companies have used the strategy of entering china without any local help 
or assistance. Malmberg at Mafiq trade also stressed the importance of establishing con-
tacts. He said that without Chinese contacts and support you will not be able to do busi-
ness in China. Having Chinese contacts are much more important than following all the 
laws and regulations. With the right contacts the laws and regulations can be worked 
around. 
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Figure 6.2.1 (Blomstermo & Sharma, 2003). 

The following section deals about Commitment decisions and its relation to the cases. 
The most important decision when entering a market is the level of commitment you want 
to make. At many markets close to Scandinavia it is sufficient to send your product to an 
agent and hope that the goods will be sold. The focus does not necessarily have to lie in es-
tablishing long lasting relationships with customers or providing an after sale service of 
some sort when it comes to nearby markets. In this way you can also sell products to 
smaller markets without much own effort. As shown earlier this is only true in some mar-
kets and is also relative to what kind of product that is sold; As previously demonstrated in 
this chapter, this does not apply in China. When it comes to the case companies, they have 
all at one point learnt that it is crucial to be present at a large and highly valued market. 

All companies in this research aimed their first export attempt to surrounding countries. 
The move is a logical and general way for Swedish companies to expand their business. 
The barriers are relatively small to overcome when considering language, culture, level of 
education and geographical distance. They are all very similar to the home market which 
will lead to a short leap in psychic distance. 

Regin AB provides the clearest example of an attempt to reach the Asian market with in-
adequate resources in the early 90´s. The Asian market was too attractive to stay away from 
for Regin and when some offers came in they took the bait, acquired a company in Singa-
pore and expected it to work.  The huge underestimation of the resources required was the 
most important factor, but the jump from European markets to Asia was too extensive for 
the company. The attempt to enter Asia was a key moment in Regin history, the mistake to 
challenge competitors in large markets without being fully committed without enough re-
sources was acknowledged. With this lesson in mind Regin shifted focus towards the home 
market and surrounding markets. A second attempt on entering the Asian market was done 
several years later when resources had been accumulated at the home market and at the 
markets where Regin had the possibility to have the commitment necessary to succeed. The 
company had matured and gained much internationalisation knowledge and this time the 
entry on the Asian market was made possible first from Singapore which was the first step 
into China. Eventually the knowledge about the Chinese market had grown large enough 
from the dealings by the Singapore office that a branch office was set up in Hong Kong, 
leaving the Singapore office the opportunity to focus on the other surrounding markets 
where now the leap in psychic distance had decreased like Malaysia, Thailand, Taiwan and 
Indonesia.  

Coffee Queen had a similar experience as Regin. The company was also pulled into China 
very early but the market soon faded away since proper resources could not be placed 
there.  A long struggle was endured in the major markets for Coffee Queen and recently 
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the decision was made that in order to be able to stay ahead at these markets something 
drastic had to be done. In China the commitment level had to increase in order to nourish 
the relationships and meet the demand of the customers so a fully owned subsidiary was 
established. The same action was made in Germany and Norway to raise the competitive-
ness. The company did no longer want to rely on other firms and agents at these markets. 
A brave move was made when deciding to set up ventures at these markets but enough ex-
perience had been obtained by the organisation to realise and counter the difficulties that 
would strike the company. 

A more incremental development was made by SAJO when entering the Chinese market. 
The manager had recognised the changes occurring in China and saw an opportunity and 
took an early chance in 1989 and targeted China. It was decided to start out small and as 
business offers grew so did their level of commitment at the Chinese market. Starting out 
by renting two employees from a recruitment agency over the years developed to a owned 
subsidiary not only handling SAJO´s business but also working as a consultant and trading 
house, using their market knowledge to serve other companies active in relating industries. 
Stafsjö also have a sales office in China. At this office they have Chinese personnel working 
for one Swedish manager from Stafsjö that oversees the work. Stafsjö started off in China 
with the help of a trading house. First they exported trough the trading house, then later 
they established themselves with a sales office. They became more committed to the sales 
office and expanded even more. When Stafsjö had been in China for a few years they felt 
that it was time to start some of the production there. They were aware of the much lower 
price level in China and wanted to use this opportunity to lower their production costs. 
The fact that China has a much lower price level is what most companies see as the best 
thing with entering China (Mafic trade, 2007).  

Stafsjö almost perfectly follows the Behavioural Internationalisation model. They first 
started to briefly export to the market using trading houses and agents but the problems 
was too many on such an attractive market.  A major reason for the establishment of this 
office was, except for the reason of having local presence, to avoid the problem of letter of 
credit (see chapter 4). So the founding of the subsidiary was a way to deliver more effort 
towards Chinese customers, later generating more sturdy relationships with current part-
ners and also made the possibility to gain new contacts and business offers larger. When 
realising that the Chinese market was penetrated and the company felt secure on Chinese 
soil production in the country was initiated.  Coffee Queen managed to leap over some 
stages when moving straight from exporting through agents to acquiring a company and 
then having an owned subsidiary taking care of only Coffee Queen interests. As the Inter-
nationalisation knowledge grew within Coffee Queen and Stafsjö they realised that they 
needed local presence. When these two companies had been in China for a while their 
market knowledge about China grew even more. The difference was that Coffee Queen 
was able to put in enough resources to go straight from working and being dependent on 
agents to having a subsidiary on the market. Now providing the Chinese market the neces-
sary commitment it takes to establish oneself and become a force to be reckoned with. 
When these two companies had reached the last step of the behavioural internationalisation 
model they even started to source some of their production to China. Georg Möller at Cof-
fee Queen said that in order to be competitive on lower price level markets it is necessary 
to produce the products at the lowest possible price.  

The Behavioural Internationalisation model states that when a company have a fully owned 
subsidiary in a country they have both high control and high commitment to that market. 
This is the step in the model that SAJO is situated. During the interview with SAJO, the 
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vice president said that the next step within the next years probably would be to start some 
of the production in China to lower the production costs. This is exactly what the model 
shows that when the company become more and more committed to a market the com-
pany reaches the final level, production. The model with help of our empirical findings also 
shows that on a market as large as China and Germany the company need a moderate to 
high level of commitment to succeed. Georg Möller the CEO of Coffee Queen even said 
that without local presence you will not survive on the Chinese market. All of the compa-
nies in our sample provide a product that needs a high level of after sales service. This ser-
vice is impossible to provide from Sweden. As Georg Möller Coffee Queen stressed, that it 
is not hard to sell our product to a customer once, but in our business you have to build a 
relationship. Without local presence we cannot provide the after sales service that is so im-
portant for selling a secondary machine to the same company and have returning custom-
ers. 
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7 Conclusion 
The aim of this research is to find out what knowledge Swedish SMEs´ had obtained be-
fore entering the Chinese market that enabled them to achieve a long-term establishment. 

After the analysis it is clear that the single most important aspect of making a successful 
long-term establishment on the Chinese market is the commitment the company can pro-
vide. It is crucial in order to gain valuable connections and for the companies analysed, to 
provide the necessary service that is demanded by domestic customers.  

All the companies have followed the steps in the Behavioural Internationalisation model 
even though some of the companies have managed to skip some steps while other had to 
take the gradual climb. During the companies’ internationalisation process they have gained 
internationalisation knowledge, and the more of this export knowledge they gain, the easier 
it is to realise the amount of effort that is required to put down in order to make it on a 
certain market. The aspect that made it possible to skip steps in the model was the recogni-
tion of how much resources and effort that had to be invested and the ability to do so. This 
is also the only way to make long leaps between markets with large differences in “psychic 
distance”.  

Commitmet has many different shapes the research has found. Market commitment in the 
form of local presence (as analysed in the first part of the analysis) shows that different 
forms of local presence is important to distinguish. The different categories are; Personal 
Relationship with customers, Knowing the right people (with its subheadings Network and 
Bureaucracy), and After sale service. The importance of acknowledging the concept of local 
presence is that it is of such a high relevance when entering the Chinese market, but also 
that it is important to consider what kind of local presence to consider when establishing 
and/or conducting business in China. 

The Uppsala internationalisation model has shown that much knowledge gained from one 
market is not applicable on the next market. But throughout a company’s efforts on it for-
eign markets it also acquires the very important tacit knowledge about the internationalisa-
tion process and the explicit knowledge that can be used on all export markets, both pre-
sent and future ones. All the companies in our sample have said that it is more important 
to have knowledge about export than knowledge about a specific market. For a small or 
medium sized company from Sweden it is hard to acquire explicit knowledge that will lead 
to a successful export establishment. These companies need the tacit knowledge and the in-
tuition that comes with the tacit knowledge in order to make the right decisions and to 
compete on highly competitive markets such as China.  

7.1 Suggestions for further research 
In relation to the different kind of local presence: What kind of companies should prioritise 
what kind of local presence? To complicate the question even further: What kind of char-
acteristics of a company should be determinants of what kind of local presence that should 
be prioritised? 
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Appendix 1  - Interview guide 
Interview Guide (translated from Swedish) 
 
Chronological overview of the company's export  
1Elaborate about interesting markets, lessons learned in order /their history) 
2Form? subsidiaries or agents 
 
I like to know when, were and how [COMPANY NAME] established themselves on different markets. 
I read that [COUNTRY] were the first country you exported to? 
What more countries have you exported to? 
In what order did [COMPANY NAME] start to export (geographic/psychic and cultural distance) 
When [COMPANY NAME] started to develop new markets what was the conclusive factor for moving on? 
What have you learned from previous markets when you started to export to China? 
What country were the first in Asia that you started to export to? 
 
(Do we have the chronological order?) 
 
Export managers 
 Education and experience 
 
I would like to discuss the managers that were responsible for the decisions or had big parts within your ex-
port, their previous experience and their education? 
Who has the main responsibility for the export? (position divided for different purposes, structure for this) 
 
Market analysis 
- How do you choose your export markets 
- Export plans and evaluation 
 
Before you choose a market to establish yourselves on, how do you analyse and evaluate that market? 
 
Knowledge transfer (contact between the subsidiaries) 
- In what form/structure is this done 
 
How much contact do your subsidiaries have between themselves and how do these experiences get handled? 
In what form does these information flows take form, and what are your strategies to manage this exchange 
process? 
 
Lessons and Mistakes 
What do you believe are the biggest lessons that you learned from you domestic market when expanding to 
your foreign markets? 
What are some of the biggest mistakes that you have done? (If you could do it all over again what would you 
change) 
Cultural differences? 
Why do you think that you have succeeded so well on the [COUNTRY] market? 
 
Wrapping up 
How many markets do you export to today? 
What are your future goals and plans? 
I it possible to follow up this interview with some question sometime next week (Schedule time and date) 
 

THANK 

 
1



Error! Style not defined. 

Appendix 2  - Swedish Trade Council & SEB China sur-
vey 2007 
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