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Abstract 
 

Background: 

What initially caught our attention was the fact that many Swedish manufacturing 
firms establish production abroad and consequently many jobs are lost. However we 
decided to go behind the alarming reports of lost jobs, and instead study the subject 
from the companies’ perspective.  

Purpose: 

The purpose of the thesis is to study why Swedish companies establish production in 
China and Eastern Europe, how the production in these regions works, and what ef-
fects it has had on the company. 

Method: 

A qualitative study was conducted where interviews were performed with six Swed-
ish manufacturing firms. The answers from each interview were then analyzed in or-
der to match the empirical findings to the theoretical framework. A joint analysis 
was conducted where the answers from the six interviews were compared and ana-
lyzed. Finally conclusions were drawn as answer to our purpose. 

Conclusions: 

Our studies show that there are two main reasons for Swedish manufacturing firms 
to establish production in China and Eastern Europe respectively. These reasons are 
reduced costs and possibility to produce closer to the market. Keeping the product 
development in Sweden when producing abroad does not imply any problems as 
long as regular visits are paid to the plant. These visits are also important in order to 
maintain the relationships, which seems to be especially important in China. Cultural 
differences affecting the production exist to a varying extent both in China and East-
ern Europe compared to Sweden. Establishing production abroad seems to be suc-
cessful for most companies. 
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1 Introduction 
This chapter presents the background and problem of the thesis. Further, the purpose of the 
thesis will be introduced. 

1.1 Background 
In recent years, a number of Swedish manufacturing companies have established 
plants abroad. Most companies move production from Sweden, whereas some choose 
to expand in another country without shutting anything down. The reasons for the 
establishing1 abroad differ, but most often it seems to be about decreased costs. Two 
of the most popular areas so far to establish production in have been China and East-
ern Europe. These are earlier unexploited areas that in recent decades have become 
available for investors and have showed great potential for business, not least because 
of their wages being significantly lower than in Sweden. This is however not an en-
tirely new phenomenon. Already in the 1960s and 1970s some companies established 
production in countries with lower costs than Sweden. Today all kinds of companies 
plan to or have already established production abroad. This development has unfor-
tunately been devastating for many employees and even entire towns. During the last 
five years 50 000 jobs have been lost in Sweden (Svenska Dagbladet, 2005-02-19) due 
to this. But for many of the companies it has been a crucial measure. Establishing 
production abroad is in today’s competitive economy often the only way to survive 
(SIF, 2004). 

What makes the topic really interesting to study is though not the development up 
until now, but rather the fact that it might lead to a loss of as many as 500 000 jobs in 
the coming five years according to a report by Svenskt Näringsliv (2005). If this be-
comes reality, the Swedish domestic manufacturing industry will obviously be se-
verely affected. On the other hand it is not sure that this process will lead to fewer 
jobs in the long run. The jobs that are being moved out are often relatively low 
skilled jobs, which might then be shifted towards more skilled and advanced jobs. 

These reports, together with the constantly ongoing discussion about this phenome-
non, have caught the authors’ of this thesis interest in this highly topical subject. An-
other fact that makes this topic interesting is that at the same time jobs are being lost 
in Sweden, manufacturing abroad could be a great possibility and result in advantages 
for companies. Hence this is where we have chosen to approach the subject.  

1.2 Problem statement 
We want to go behind the alarming reports of lost jobs, and look at it from the com-
panies’ perspective. Why do the companies establish production abroad? Where do 
they establish? How does the production abroad work? Does it imply many prob-

                                                
1 Henceforth in the thesis ’Establish production abroad’ is used whether it concerns establishing new 

production or move existing production. 
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lems? Are the companies pleased with the results? These are examples of questions we 
bear in mind when writing this thesis. 

1.3 Purpose 
The purpose of this thesis is to study why Swedish companies establish production in 
China and Eastern Europe, how the production in these regions works, and what ef-
fects it has had on the company. 

1.4 Delimitations 
Many companies have production in more than one foreign country. However this 
thesis only aims at studying the production in China and Eastern Europe, wherefore 
all production in any other countries have been left out of the study. 

The companies studied in this thesis are Swedish-owned manufacturing companies 
that have either moved existing production to or established new production in 
China or Eastern Europe. Only one establishing per company has been studied. 
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2 Methodology 
This chapter will present the methods used to perform the study. Initially our research ap-
proach is presented, next the methods used to gather empirical information and how these 
are analyzed in order to fulfill the purpose will be explained. 

2.1 Research approach 
In the field of scientific research, there are different approaches in how to conduct a 
scientific study. These two different approaches are deduction and induction, and 
they partly decide how to form theories and how the conclusions are being drawn. 
Induction is when a researcher, from interviews or experiments, draws common and 
generalizing conclusions from collected data, which is not only valid in the group or 
sample investigated. In this process, a theory is developed to explain a phenomenon 
(Patel & Davidsson, 1994). In deduction, in the opposite way, the researcher takes his 
view in a general theory and, with the help of hypotheses, either verifies or rejects 
the hypothesis. When using deduction one assumes that the problem can be tested 
empirically and that the research can be done similarly again (Patel & Davidsson, 
1994). A third research approach is abduction. This means that the researcher use al-
ready established theories and facts and use these to shape new theories that will ex-
plain the findings in the research being made. Abduction can be seen as a combina-
tion between induction and deduction, in a way that it does take its view in empirical 
facts and theoretical perspectives into consideration (Patel & Davidsson, 1994).  

Out of the different approaches stated above, we believe that abduction is the re-
search approach that most fully fits into our thesis. Our intent is to draw common 
and generalizing conclusions that are valid not only for the small amount of compa-
nies on which we are going to build our research. With help from the answers we get 
from the interviews we will explain how the companies have been affected by pro-
ducing abroad. Further, with the help of established theory we will see if the actions 
taken by the firms have been in line with what is told from the theory.  

2.2 Qualitative method 
Among the first choices we made for this thesis was the one between a quantitative 
and a qualitative study. In contrast to quantitative methods, the results of qualitative 
methods are not expressed in numbers but linguistically. The data that is collected 
and analyzed by the researcher is not meaningful to express in numbers, and because 
of that the analysis is based on the researchers frame of reference and own interpreta-
tions instead of statistical calculations (Alvesson & Köping, 1993). A qualitative re-
searcher focuses on a small sample of the population, and uses different techniques to 
collect data. Further it is dependent on the interpretation of its practitioners and also 
allows the respondents in the research to freely express themselves (Gordon & 
Langmaid, 1988). As stated, a qualitative method is characterized by studying the ob-
ject deeply instead of a more general and wide perspective. This implies that the 
number of observations is less than in quantitative studies. The collected data is also 
more detailed and profound. The object or objects that are being analyzed are usually 
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studied more closely, or from the “inside”, than in a quantitative study (Holme & 
Solvang, 1991).  

The most common form of collecting data in qualitative studies is by doing personal 
interviews, where the questions are asked in a loose structure. Since the interviews 
are non-standardized, the questions and answers often evolve during the interview 
and they may sometimes be very unpredictable. This type of phenomenon is called 
high flexibility. The method is a tool to collect information, solve problems, and to 
fulfill the purpose of the thesis. The choice of method is dependent on the type of 
study (Lekvall & Wahlbin, 1993). For this study, we chose to make a qualitative 
study. To be able to draw general conclusions about Swedish manufacturing firms es-
tablishing production abroad, we needed to have a deep understanding in how the 
firms have acted and what effects their production abroad have had. There was of 
course the opportunity just to study economic numbers of the effects of production 
abroad, which could have been done with a quantitative method. Our intent was 
though to get a deeper understanding than so of this phenomenon. We strongly be-
lieved there were many aspects in this process of establishing production abroad that 
could not have been described by numbers, and hence the qualitative method was a 
rather easy choice. 

2.3 Selecting respondents 
When carrying out a research, it is not possible to include the whole reality. Instead a 
selection of respondents needs to be done. When making a qualitative research, the 
selection is done because of the great time and big resources that is needed to collect 
the empirical data (Svenning, 1997). The target population of any research is the 
group of people that would be interesting to study. A target population is often large 
and it is therefore necessary to narrow the number of people that one study. The 
smaller number of people chosen is called a sample. Ability to make any assumptions 
of the target population from the results found in the sample is called inference. 
When making inferences one should be aware of the errors that might occur such as 
sample frame error and sample error. The sample frame error is how the chosen sam-
ple is concurrent with the target population. Sample error has to do with how the 
sample is chosen and how large it is relative to the target population. Both these er-
rors should be taken into account when drawing conclusions and one should analyze 
how they affect the results of the study (Lekwall & Wahlbin, 1993). The selection of 
respondents should be done carefully since an incorrect choice of respondents could 
lead to deceptive results. In qualitative researches the selection is made from criteria 
that originate from the authors’ knowledge of the subject (Holme & Solvang, 1991). 

When choosing the respondents for this thesis, we started by investigating different 
companies that could be interesting for us. The basic prerequisite was that we wanted 
Swedish manufacturing companies that have production either in China, Poland or 
the Baltic States. These are regions where we knew many Swedish companies have es-
tablished production. We considered it interesting to investigate a couple of compa-
nies from two different regions, and we made the presumption that Poland and the 
Baltic States are similar enough in comparison to China. This presumption was made 
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in order to make it easier for us to find suitable respondents. Hence we made no dif-
ference between Poland and the Baltic States when choosing respondents in that re-
gion. Henceforth in the thesis the term ‘Eastern Europe’ will be used to describe Po-
land and the Baltic States. 

We used different media in our quest for suitable companies with production in the 
above mentioned regions. Magazines, newspapers, and Internet were our main 
sources, and from this we compiled a list of possible respondents. This list contained 
approximately fifty companies. We are aware that the study might have gained from 
a selection of companies with fairly similar features, but we deliberately chose not to 
look for such similarities in order to get a more widespread sample and thus hope-
fully get more diversified answers. Since the purpose of this thesis has not been speci-
fied towards more particular types of companies than Swedish manufacturing firms, 
we saw no reason to limit ourselves in this choice. Hence we started contacting com-
panies from the top of our list in order to arrange interviews with them. As the re-
sponse rate was very good and most companies were willing to participate, our six re-
spondents were all companies that we had found quite early. 

2.4 Data collection  
The personal interview has, according to Lekwall and Wahlbin (1993), a great advan-
tage in that it has unlimited possibilities at the choice of questions. This method is 
suitable if the authors want to execute extensive and thorough interviews and are in 
need of particular questions. In this thesis, this was the case. We conducted six inter-
views, of which five were telephone interviews. These were carried through with an 
orator in order for the both of us to participate. One respondent was situated within 
easily reachable distance, and in that case a face-to-face interview instead of a tele-
phone interview was conducted. 

A direct procedure holds that the respondent is given full information of the purpose 
of the interview. There are two different techniques; a focus group or a deep inter-
view. In a focus group an unstructured group discussion is lead by a mediator, 
whereas a deep interview lets the respondent argue without being affected by other 
group members (Malhotra, 2002). In our case, the latter method was conducted as it 
was regarded the most suitable as well as the only really possible, but we also helped 
structure the interview with attendant questions. Svenning (1997) states that it is im-
portant that the interviewer during a deep interview try not to influence answers, to 
be a good listener, and to avoid argumentation. Accordingly it is important to be 
critical towards some information, hence we tried to use some partly critical atten-
dant questions. 

In order to achieve high flexibility we chose to use semi-structured interviews as de-
scribed by Repstad (1988). Chrzansowska (2002) states that the interviewer during 
such interviews needs to be prepared for unpredictable situations. Also, the semi-
structured interview made it possible for us to ask questions that were not on the 
template. We chose to use an interview template (Appendix 1) at each interview to be 
sure that we could easily get back on the right track after dissolute answers. This 
template was also sent a couple of days in advance to the respondents, in order for 
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them to be able to prepare the interview. Though, we distinctly communicated that 
we did not want written answers to the questions, it was only meant as a help for 
preparation. In accordance with Svenning’s (1997) recommendations, we used a tape 
recorder during the interview. This made it possible for us to keep concentrated on 
the interview and the attendance questions, and it also ensured that we did not lose 
any information. We used what is described by Ejvegård (1993) as open questions, 
which implies that the respondent has possibilities to give independent answers in-
stead of just choosing from a couple of prepared answers. This was basically the only 
possible alternative for us, since we wanted to be able to ask attendant questions and 
further develop possibly interesting answers. 

2.5 Analysis  
From each of the six sets of interview answers, an empirical text was written as a 
summary of the most important things from the interview. An analysis was then 
conducted on each of these empirical texts, with the help of our frame of reference. 
The purpose of this was to identify how each company’s performance and actions 
matched the theories. Next step, the joint analysis, implied a comparison between the 
companies regarding several aspects of the subject, once again connected to the the-
ory. This was made in order to find similarities and differences of their production 
abroad. These analyses are gathered in a separate analysis chapter. Finally conclusions 
from the study was drawn, and these are presented in the last chapter. 

2.6 Validity and Reliability 
It is very important to consider validity and reliability of research. Both these aspects 
are of high importance in increasing the trustworthiness of the research and must be 
discussed at an early stage of the writing (Christensen et al., 1998). Validity in a re-
search paper implies how reliable the method is. One way to estimate the validity in 
qualitative surveys is to find out if alternative interpretations and results can be ex-
cluded. Another important aspect within qualitative research is the rate of meaning-
fulness, which has to do with if the findings have contributed to increased knowledge 
about the investigated subject (Langemar, 2003). 

There are disadvantages connected to qualitative methods. When conducting a quali-
tative research there is always a risk of subjectivity. In the process of collecting data, 
for example by interviews, the answers from the respondents may be interpreted in 
different ways. For the researcher it is important to be aware of that the analysis to a 
certain extent is subjective. When doing interviews it is also of great importance to 
have as neutral and objective attitudes as possible in order not to affect the respon-
dent in a certain direction (Bogdan & Taylor, 1984). Because of this, there is a risk for 
subjectivity also in this thesis, which could affect the thesis in a negative way. It has 
been our aim when conducting the interviews to beware of these pitfalls. 

In the area of gaining knowledge about the subject, it is important to have a good 
theoretical background, which in turn affects the validity. We believe we have found 
well established and relevant research presented in the frame of reference and believe 
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this contributes to high validity. Svenning (1997) stress the importance of internal va-
lidity. This includes for example which people that have been chosen to be inter-
viewed and which questions that are asked. The people we have interviewed all be-
long to the higher management of the firms and many are the CEO. The other re-
spondents have been controllers or production managers. Something they all have in 
common is that they all have great knowledge and responsibility for their companies’ 
manufacturing abroad. Due to this fact, we believe that the interview part of the the-
sis has high validity. Svenning (1997) further discusses external validity, meaning to 
which extent one can draw general conclusions from the study. Also here, we believe 
that the thesis has high validity since several Swedish manufacturing firms from dif-
ferent business areas are represented. Langemar (2003) states that a thesis’ reliability is 
dependent on if the study can be conducted again, without any general differences 
concerning the result. Since we have tried to avoid sample errors, we believe this have 
affected the reliability positively. 



 Frame of Reference 

 8

3 Frame of Reference 
This chapter presents the theories that will be used in this thesis. They will be used to ana-
lyze the results from the empirical study in order for us to be able to draw the conclusions 
that will answer to our purpose. The authors will focus on Internationalization theory, 
Global sourcing theory, and Network theory. 

Introduction 
To answer to our purpose, we must get a deeper understanding in the reasons behind 
and the aspects and possible consequences of the process of moving production abro-
ad. To get an understanding of this, we choose to first present theory within the field 
of internationalization. Here we, by using well-established internationalization the-
ory, draw a picture of how a firm goes international and what this development may 
look like. The theory of the Establishment chain together with other variances of 
staged theory show how firms through different steps form their internationalization 
process. We also present critique by bringing in recent research criticizing the estab-
lished internationalization models. The phenomenon of moving production abroad 
cannot only be demonstrated by presenting internationalization theory, since a great 
part of the phenomenon belongs to the outsourcing area in general and the Global 
sourcing area in particular. We will present the field of Global sourcing and also pos-
sible positive outcomes and potential risks with Global sourcing. The final section is 
about network and the relationships between a company and the different parts of 
the company’s network. 

3.1 Internationalization 
In the 1960’s Aharoni (1966, in Nordström 1990) analyzed how manufacturing firms 
in the U.S. made foreign investments in less developed countries. The survey stated 
that the internationalization process usually was not based on rational structured de-
cision processes, but rather coincidence and opportunities. Much of the research con-
ducted in the field of internationalization has been of Swedish origin. At the Uppsala 
University in the middle of the 1970’s Johanson and Wiedersheim-Paul made a study 
of four Swedish firms and their internationalization process. The authors stated that 
the internationalization process of most Swedish firms follows a gradual process in-
stead of a large direct investment (Johanson & Wiedersheim-Paul, 1975, in Johanson, 
1994). During the 1980’s and 1990’s some of the conditions for the Uppsala model 
has been questioned, due to fundamental environmental changes. Today some of the 
internationalization processes need further explanation (Johanson & Vahlne, 2003; 
Nordström, 1990). 

3.1.1 Staged Theory – The Establishment chain 
The development of a firm going international can according to Johanson and Wied-
ersheim-Paul (1975, in Johanson et al., 1994) be seen as different stages where the 
firms begin to internationalize gradually. This is called Staged theory. In their re-
search they observed and analyzed four Swedish large firms. Instead of just looking at 
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how these firms operated abroad they analyzed their entire development that led to 
their position abroad. According to their theory, the process of internationalization 
is driven by a coordination between the knowledge of international operations on 
one hand and secondly on the commitments to international business. One of the 
factors that hinder the development of internationalization of the firm is the short-
ness of information about foreign markets and operations. The needed information 
or knowledge can be developed through operations in the new markets. Since uncer-
tainty reduces the ability to internationalize, the firm has to reduce the uncertainty 
by experience business in the new markets. The new experience developed from these 
operations will be used to do new operations that in turn will lead to the ability to 
step into more foreign markets. This process of gradual learning and commitment 
leads to the incremental expansion of the international process. Their studies clearly 
showed that companies must have knowledge (Johanson & Vahlne, 2003).   

Johanson and Wiedersheim-Paul (1975, in Johanson et al., 1994) further state that the 
internationalization process of a firm begins in the domestic market (Vernon, 1966, 
Burenstam-Linder, 1961, in Johanson et al., 1994) and that the internationalization 
depends on a series of decisions. The decisions are influenced of the learning of the 
foreign market. Their research showed that firms wants to reduce risk and therefore 
starts to export mainly to the countries nearby, due to similarities in business prac-
tices et cetera. Johanson and Wiedersheim-Paul (1975, in Johanson et al., 1994) de-
scribe the internationalization process as an Establishment chain, which contains the 
following stages: 

1. No regular export activities 
2. Export via independent representatives (agent) 
3. Sales subsidiary 
4. Production/manufacturing abroad 
 

These four stages imply that companies step by step increase their resource commit-
ment which leads to that the companies gain different market experiences and infor-
mation. The authors though emphasize that not all companies follow the whole cha-
in, steps in the chain can be skipped. 

3.1.2 Variances of Staged Theory 
Johanson and Wiedersheim-Paul (1975) was among the first researchers that devel-
oped the staged theory or incremental internationalization that explains the different 
stages in a company’s internationalization. In the same time period, a variety of re-
searchers came up with results that confirmed the research made by the famous Upp-
sala researchers (Nordström, 1990). These other researchers also showed that the 
staged theory was not only valid for Swedish firms. The different studies came for ex-
ample from the U.S, West Germany, Japan, and Turkey (Vaupel, 1970, Bilkey, 1978, 
Cavesgil, 1984, Barett, 1986, in Nordström 1990). The Establishment chain model 
and the staged theory have been followed by many other similar models. Common 
for them all have been the different stages a firm goes through in their internationali-
zation process which is described as an incremental process (Woods, 2001). Other re-
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searchers instead describe the internationalization process as a series of static choices 
dictated by efficiency aspects and cost and benefit analyses (Clark, Pugh & Mallory, 
1997, in Buckley & Ghauri, 1999).  

3.1.3 Psychic distance 
Psychic distance or cultural distance is defined as factors that prevent or make the in-
ternational operations more difficult. Factors that could affect the internationaliza-
tion process are differences in culture, language, political systems, level of industrial 
development, and level of education. Entering countries that have similar cultures 
and a low Psychic distance should progress a company’s ability to make successful 
business in a foreign country. The argument is that a country more similar to your 
own should be easier than a dissimilar country. The Psychic distance is usually corre-
lated with the geographical distance. A country like Sweden has lower Psychic dis-
tance to the other Scandinavian countries than to the Eastern European countries. 
Over the world, there are some exceptions. Even though England and Australia are 
very far from each other their cultures are similar, hence the cultural or Psychic dis-
tance is low. The opposite example can be found comparing the U.S and Cuba, 
where the two countries are geographically close but politically very different. The 
Psychic distance, just as political systems, is changeable. When trade and communica-
tion over the world increase so does the Psychic distance, but it still changes rela-
tively slow (Johanson & Wiedersheim-Paul, 1975, in Johanson et al., 1994).  

In recent years there have been studies showing a situation that is opposite to the 
Psychic distance. The phenomenon is called the Psychic distance Paradox and was 
first introduced by O’Grady and Lane (2002). Their study gave evidence indicating 
that a firm that begins the internationalization process by entering a similar country 
in terms of Psychic distance can result in a weak performance or even a failure. This 
quite illogical argument has its basic assumptions in business leaders that take simi-
larities for granted and do not prepare themselves for differences. The problem is a 
failure in perceived similarities that may in fact not be as similar as the companies 
thought. The study of the Psychic distance Paradox conducted research on Canadian 
firms entering a market that probably is the closest you can get, the U.S market. Out 
of 32 Canadian retail firms entering the United States as many as 80% failed 
(O’Grady & Lane, 2002). 

3.1.4 Critique of Internationalization Theory 
Even though the internationalization model by the Uppsala researchers is widely 
known and commonly used through the last decades, there have been several re-
searchers that to some extent want to criticize the traditional models. According to 
Nordström (1990) the traditional internationalization models have lost some explana-
tory power. The process of entering a new market is not as easily explained as have 
been shown in the incremental models. There have been studies showing that firms 
have skipped stages in the Establishment chain. Also, firms have acted in an opposite 
way to the theory of Psychic distance and entered market that are “distant” from the 
home market (Nordström, 1990). 
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Johanson and Vahlne (2003) state in their research that there is a need for a new 
model explaining the internationalization process. The authors’ point of view is that 
today’s internationalization process to a higher extent emphasize network and net-
work relationships. They further mean that the global competition and steadily faster 
growing technological development is causing firms to internationalize faster than be-
fore. This seems to support the research by Nordström (1990) that firms in the more 
rapid internationalization tend to skip stages in the Establishment chain. Camino and 
Cazorla (1998, in Rhee & Cheng, 2002) state that one third of their sample firms 
went from exporting directly to manufacturing, which means they did not go thro-
ugh the sales subsidiary stage. Further criticism has its point of departure in that the 
different process models do not explain what causes a firm to go to the next stage, but 
only explain that they in fact do progress (Woods, 2001).  

3.2 Global sourcing 
In the 1980’s and 1990’s the term International purchasing emerged, most often ad-
dressing that Western European and U.S. firms should source offshore or from low-
cost countries in their competition from foreign countries (Rajagopal & Bernard, 
1991, Birou & Fawcett, 1993, Kotabe, 1994, in Trent & Monczka, 2003). Arnold 
(1989, in Trent & Monczka, 2003) developed the term globalization into a combina-
tion between international purchasing and a perspective with a strategic sourcing ori-
entation, forming it into the term Global sourcing. This term is relatively new in 
contrast to the definition of internationalization. Through the years, there has been a 
great variety of words ending with ‘sourcing’. Words that have been mentioned are 
for example Offshore sourcing, Global sourcing, Overseas sourcing and Outsourcing 
(Kotabe & Swan, 1994; Kotabe & Murray, 2004). Some of these definitions do in fact 
mean the same thing or contain only small differences. According to Kotabe and 
Murray (2004) the definition of Global sourcing has changed the last years toward 
more outsourcing activities. Zeng (2003) defines Global sourcing as manufacturing 
firms performing product development in the Western world, manufacturing in low-
cost countries, and selling worldwide. Another definition of Global sourcing is “…the 
integration and coordination of procurement requirements across worldwide business 
units, looking at common items, processes, technologies, and suppliers.” (Monczka & 
Trent, 1991, in Zeng, 2003. p. 367). 

Even though many researchers and practitioners often interchange the terms interna-
tional purchasing and Global sourcing, there are important differences. International 
purchasing implies a transaction between a buyer and seller in two different coun-
tries. This kind of purchasing, which is more complex than domestic purchasing, 
contains stages like long logistical chains, regulations, differences in exchange rates, 
customs, and languages barriers. Global sourcing on the other hand is more complex 
and contains more variables. These are coordination and integration of processes, ma-
terials, design, technologies, and supplier operations. Global sourcing also requires 
horizontal integration between product development and demand and supply activi-
ties. This integration is also required for first, second and sometimes third tier suppli-
ers (Trent & Monczka, 2003).  
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One weakness with the term Global sourcing is that it usually does not distinguish 
between own and subcontract manufacturing. The word Outsourcing in its turn 
simply means that you instead of doing something in-house let someone else perform 
the job. Outsourcing can of course be both domestic and global (Woods, 2001).  

3.2.1 Why Global sourcing? 
A higher and more competitive pressure from low cost and offshore producers to-
gether with shortened product life cycles and rapid technological change have con-
tributed to a different buyer-seller relationship. Also, there are more and more com-
panies that compete on the global market and this is a strong reason why Global 
sourcing has become an important part of a firm’s purchasing strategy. The develop-
ment also goes toward a change from manufacturer-oriented to service-oriented, that 
has made sourcing from abroad in fact almost necessary. Typical industries affected 
and regular users of Global sourcing are the automobile industry and the textile in-
dustry (Ohmae, 1989, in Zeng, 2000). Since Global sourcing has become such a com-
mon strategy by firms the last couple of years it is important to understand what 
types of companies that use Global sourcing. Further one must understand what 
types of products that are being purchased or produced internationally instead of 
domestically, advantages and risks with Global sourcing, and finally from which 
countries to source (Zeng, 2000). 

 

Types of companies that sour-
ce globally: 

• Wholesale trade, both dura-
ble and non-durable goods.  

• Fabricated metal products 
• Industrial machinery and 

equipment  
• Electric and electronic 

equipment 
• Chemical products 
• Furniture and fixtures 
• Rubber and plastic products 
• Stone and glass products 
• Instruments and related 

products 
• Business services 
• Engineering, accounting, re-

search and management 
(Frear et al., 1992, in Zeng, 
2000) 

Items purchased from interna-
tional sources: 

• Finished goods 
• Electrical components 
• Mechanical components 
• Raw materials excluding fuel 
• Chemical products 
• Services 
• Textiles 
• Technology 
 (Min & Galle, 1991, in Zeng, 2000) 
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3.2.2 Possible Advantages of Global sourcing 
Research has shown that the overall number one reason and motive for Global sourc-
ing and international purchasing is to reduce costs. In markets with limits in product 
differentiation price competition is more important, as well as being able to offer al-
most identical products at lower price. This has typically been the case with con-
sumer products. A number of studies have also identified quality and availability as 
critical aspects (Cho & Kang, 2000).  

The market today is highly influenced and affected by the firms acting globally 
which leads to a much greater competition than before. Additionally the pressure 
from customers is higher today (Trent & Monczka, 2003; Laseter et al., 1997, in Nel-
lore, Chanaron & Söderquist, 2001). For many there is a great possibility to have the 
ability to choose not only from local suppliers but also from suppliers all over the 
world. Other factors that could imply advantages for firms that source globally are 
that it can lead to an improved competitive position and higher closeness to new 
markets. Global sourcing can also improve a firm’s quality, availability and company 
image. Other improvements are in areas such as higher level of technology, better 
terms of delivery, and geographical availability (Trent & Monczka, 2003; Frear et al., 
1992, in Zeng, 2000). 

3.2.3 Risks of Global sourcing 
Management often has high expectations in what positive effects Global sourcing 
may have. Through the last decades it has been clear that there could be risks and pit 
falls with Global sourcing. Purchasing from a supplier in the home country may be 
complicated, but to buy globally or manufacture abroad is even more complicated. 
Aspects that can affect the result of the Global sourcing are legal, political, and cul-
tural differences between countries. Further, firms may meet problems as transporta-
tion problems, technological and capacity weaknesses in production, and lack of 
management systems. Other features are languages barriers, customs and trade regula-
tions (Boyce, 1999; Bradley et al., 1998; Kendall, 1999, in Cho & Kang, 2000). This is 
connected to the cultural distance described above by Johanson and Wiedersheim-
Paul (1975, in Johanson et al., 1994).  Some of the risks with Global sourcing are of 
course also shared with the risks of Outsourcing, since they are variances of the same 
occurrence. In the process of Outsourcing, domestically or globally, there is a risk of 
company confidential information leaking out, which leads to a decrease in the firm’s 
competitive advantage. Another problem that may occur is the logistics that to a 
higher extent are more problematic than domestic logistics. Because of the longer dis-
tance to foreign countries, there are more things that could go wrong. The transpor-
tation and logistics networks are perhaps not as reliable as in the home country, 
which may cause unexpected delays (Cho & Kang, 2000; Smith, 1999). Other studies 
point at results showing no effects in quality improvements and supplier improve-
ments. Regarding another of the most motivating aspects for Global sourcing, cost 
reduction, it has shown that some of the cost reductions turn out not to be as great as 
expected (Trent & Monczka, 2003).  
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3.3 Network Theory 
No business can survive purely on its own, or, as stated by Håkansson and Snehota 
(1990), no business is an island. In order to be profitable a business have to be part of 
some kind of value chain. This value chain can include suppliers, customers, logistic 
firms, banks et cetera. Though, the name value chain is somewhat misleading, since 
the actors are tied to each other in a much more complex way than just as a straight 
chain. Instead the word network can be used. Håkansson (1987) states that actors, ac-
tivities and resources are the main components in the business network. Actors are 
defined as those who perform activities and control resources. In activities the actors 
use certain resources to change other resources in various ways. Resources in its turn 
are means used by actors to perform activities (Håkansson & Johansson, 1992, in 
Axelsson & Easton, 1992). Understanding what happens in a business network is es-
sential for success within business operations (Ford et al., 2002). 

3.3.1 Definition of Network 
A business network can be defined in different ways. According to Chetty and 
Blankenburg Holm (2000) it includes formal business associations as well as informal 
everyday business relationships. Holmlund and Törnroos (1997) describe the business 
network as a group of connected actors that perform various types of business activi-
ties in interaction with each other. These actors may be organizations, firms, or gov-
ernment institutions acting in and around a particular industrial environment. The 
network interaction between these actors are all dependent on relationships. 

3.3.2 Networks as Relationships 
Even though ‘relationship’ is a rather ordinary word, it does not seem obvious how 
to define it. Gummesson (1994) states that there is great variety between different au-
thors in their way of defining a relationship. One way to define it is presented by 
Holmlund and Törnroos (1997) who argues that a business relationship is a process of 
continuous interaction and exchange between at least two mutually dependent actors 
in a business network context. Håkansson and Snehota (1995, in Zolkiewski, 2004, p. 
25) defines a relationship as “a mutually oriented interaction between two reciprocally 
committed parties”. Finally, Ford (1997) states that a relationship develops over time, 
that it has a history and a future, and that it creates interdependence as well as han-
dles interdependence. 

Relationships between buying and selling organizations are crucial for the network 
according to Easton (1992, in Axelsson & Easton, 1992). Without business relation-
ships, companies cannot buy, sell, produce, or deliver products or services. Hence 
business relationships are a company’s primary assets, and they help developing, inte-
grating, and exploiting the skills, resources, and technologies of suppliers and cus-
tomers. Relationships cost time and effort to establish, relationships need managing, 
and the type of relationship that is appropriate should be determined in the light of 
the evaluation of the potential benefits of the available forms of relationship (Blois, 
1997, in Gemünden, Ritter, & Walter, 1997). This is supported by Ford et al. (2002), 
who argue that the development of relationships requires investments of time, mo-
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ney, and resources in order to maximize the company’s benefits from those relation-
ships. Some relationships may be highly profitable, whereas other generate a high 
volume of business. Some may provide new technological developments or access to 
other companies. As a conclusion, one can state that all relationships are important in 
different ways, and together they form the portfolio of relationships. These portfolios 
may be a key factor in successful relationship management (Zolkiewski & Turnbull, 
2002). 

There are different types of relationships. Ford et al. (2002) state that a company can-
not aspire to have close, complex, or long-term relationships with all of its suppliers. 
Lapiere and Deslandes (1997, in Gemünden, Ritter, & Walter, 1997) argue that there 
is a link between satisfaction and the long-term relationship. This is though not sup-
ported by Ford et al. (2002), who states that it is not very beneficial to have only clo-
se relationships, since that implies disadvantages as well as advantages. A distinction 
can be made between close and arm-length relationships, and the following advan-
tages can be noticed according to Ford et al. (2002): 

Advantages of close relationships: 

• Companies can learn about and from each other. 
• Companies can benefit from each other’s skills and resources. 
• Fewer uncertainties through knowledge of counterpart’s characteristics. 
• Companies can avoid the risks and costs of constantly having to deal with 

new counterparts. 
 

Advantages of arm-length relationships: 

• Reduced costs, since learning and adapting take long time and are expensive. 
• Benefits from “shopping around” for best offer. 
• Less dependency of the relationship and thus reduced risk of tailoring the op-

erations to a particular counterpart’s way of thinking. 
 

Just as no business can survive on its own, the relationships described above do not 
exist in isolation. Instead they are linked to others within networks. These network 
relationships are a balance between cooperation and conflict (Ots, 2004). 

3.4 Summary 
This frame of reference will help form the basis of the questions we are going to ask 
our respondents. Hence the frame of reference must be of high relevance in order for 
us to be able to fulfill our purpose. We have chosen to bring out established theory of 
Global sourcing, Internationalization and Network, theory that have given us an un-
derstanding of the concept of establishing production abroad. As internationalization 
theory we chose to present the Establishment chain in order to show what process a 
firm goes through when establishing on a new market. This process is an incremental 
process containing steps that begin with no regular export activities, export through 
an agent followed by sales subsidiary and finally production abroad.  Together with 
the internationalization theory, we chose to present the area of Psychic distance ex-



 Frame of Reference 

 16

plaining that factors such as culture, language, political systems and level of industrial 
development could all affect the internationalization process of a firm. By entering a 
country with similar culture to your own and with a low Psychic distance, the 
chances of succeeding with the internationalization increases. In order to give a 
broader picture of the subject, critique of the traditional internationalization models 
has been presented. This critique has its starting-point in that the internationalization 
process cannot be explained in such an easy way as the Establishment chain and that 
firms today tend to skip steps in the Establishment chain.  

To more fully be able to explain the establishing of production in China and Eastern 
Europe, there was a need for Global sourcing theory, since many firms use outsourc-
ing as a tool to have production abroad. Global sourcing as a term is more complex 
compared to international purchasing and contains variables such as coordination and 
integration of processes, materials, technologies, and supplier operations. Further-
more it requires horizontal integration between product development and demand 
and supply activities. There are both positive and negative aspects included in Global 
sourcing. It can lead to improved competitive advantage through lower costs and bet-
ter geographical availability. The risks comprise that firms could get into problems 
with transportations, technology, confidential information leaking out, and that the 
cost reductions may not be as great as expected. For firms moving their production 
to another country, it is important to be aware of how their business relationships 
and networks could be affected.  A business network can be defined in several ways. 
It includes formal business associations as well as informal everyday business relation-
ships. Other researchers describe business network as a group of actors that perform 
business activities interacted with each other. A company needs business relationships 
in order to work and these can sometimes be regarded as a company’s primary asset. 
Business relationships cost large amounts of time and effort to maintain and a com-
pany must balance between arm-length and close business relationships.  
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4 Empirical Findings 
This chapter presents the results from the empirical study. The interviews conducted with 
representatives at the six companies will be introduced separately, one for each company. 
These findings will form the empirical basis of the study, and will in next chapter be ana-
lyzed in order to answer to the purpose of the thesis. 

4.1 Borås Wäfveri 
Borås Wäfveri is a company in the textile industry with its base in Borås, the tradi-
tional textile center of Sweden. The company has 3800 employees at a plant in Esto-
nia, where textiles and soft furnishings are produced. The authors of this thesis con-
ducted an interview with controller Stefan Borg. 

According to Stefan Borg (personal communication, 2005-04-20), the cost situation in 
Sweden has ever since the seventies forced companies in the textile industry to search 
for cheaper countries to produce in. When Borås Wäfveri chose to move its produc-
tion to Estonia in 1995, it was purely because of economical reasons. More specifi-
cally it was because of the lower wages (an Estonian worker costs approximately 20 
% of a Swedish worker), the raw material remains the same. After the fall of the Ber-
lin wall it was natural to examine the Baltic region, and Borås Wäfveri found a suit-
able company to buy in Estonia. Even though the production costs are rapidly in-
creasing in the Baltic region, it is still definitely cheaper to produce there. The cost 
per produced unit has equaled what was estimated in 1995, but it has been more ex-
pensive than expected to restructure the plant in order to make it work as the pro-
duction in Sweden. This process is still not finished. The company has also had some 
problems with reaching desired quality in the products, mainly because of cultural 
differences. Stefan Borg claims that the Baltic employees are fairly good at acquiring 
the technical knowledge needed to produce, but what differs from Sweden is the lack 
of care to meet the customers’ wish to get the quality asked. The result of this quality 
problem is that on new products a lower quality must be expected initially. There 
have also been problems to communicate the importance of delivering on time. This 
is most probably a heritage from the Soviet Union and its planned economy, where 
the only important thing was to reach the budget of the whole year. No positive cul-
tural differences have been experienced in Estonia compared to Sweden. 

One of the main advantages that Stefan Borg has pinpointed with producing in Esto-
nia is that even before entering the European Union the country had come a longer 
way in terms of infrastructure and adaptation to European norms than other coun-
tries in the region. Compared to Asia, Stefan Borg mentions the easy accessibility as 
another big advantage of producing in Estonia. This accessibility facilitates all parts of 
the process, from product development to quick deliveries. Still, because of the in-
creasing costs the company might consider looking even further towards east for 
some parts of the production. Countries that might be of interest in that case are the 
former Soviet republics as well as Asian countries. Because of that the plant in Esto-
nia was acquired, Russia became an interesting country also as a market for Borås 
Wäfveri’s products. No tries to enter that market would have been made without this 
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geographical closeness. There is an interest for the products on the Russian market, 
but it has turned out to imply too much administrative work to get the products on 
the market and succeed in Russia. 

Borås Wäfveri’s customers do not seem to think that it is negative that the products 
are made outside of Sweden. The smaller customers do not care or even know it, 
whereas the bigger customers such as IKEA or mail order companies see it as a posi-
tive thing as the costs are further cut. In a way, it was these large customers and their 
desire to buy cheap products that drove the company abroad. Moving the production 
abroad though affected quite a few local suppliers. The company then kept using its 
large, world-leading suppliers, who just started sending the cotton to Estonia instead 
of Sweden. Borås Wäfveri has had problems finding a suitable packaging firm and are 
hence still using the Swedish supplier, but has in most other cases been able to estab-
lish new business relations with necessary contacts in Estonia. The relations to some 
customers have deteriorated since these customers knew many of the people involved 
in the entire production chain in Sweden, but have not established the same relations 
to the corresponding Estonians. One of the problems here is that many people only 
speak Russian, only a few speak English or even Estonian. 

Overall, Stefan Borg thinks the company’s establishing in Eastern Europe is satisfac-
tory, but he feels that some things could have been done differently through the years 
and some things could be working better regarding the Estonian production. The 
most dissatisfying thing is that the production still, after almost ten years, is not re-
structured the way the company had wanted and the workers have still not adopted 
the correct quality thinking. One lesson learned by Borås Wäfveri from this is that it 
is not a very good idea to buy an existing company, since this entails buying an entire 
way of doing things and a well-established organization culture. Stefan Borg claims 
that it would have been better for the company to develop a plant from scratch by 
themselves. 

4.2 Habia Cable 
Habia Cable is a Swedish company with production in Sweden, Germany and China. 
The company’s products are different types of cables, for example coaxial cables. Ha-
bia Cable has about 350 employees. We conducted an interview with CEO Johan 
Vinberg.  

The reason Habia Cable established production in China was not to get lower costs, 
but to move where the market was and to follow their customers. The production in 
China started in 2000 and one of their biggest customers, the telecom company Erics-
son, was the trigger to establish the production in China. The company though had 
some export to Asia even before and had agents and sales subsidiaries in cities like 
Hong Kong. The production plant in China is smaller but produces almost exactly 
the same products as the plant in Sweden but for the Asian market, which is Thai-
land, Korea, Australia and India. According to Johan Vinberg (personal communica-
tion, 2005-04-24), Habia Cable also has plans to move some production from Sweden 
to Eastern Europe for cost reduction reasons. The alternative had been to close that 
specific production. There will also most likely be a second plant in China.  
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The advantages with China are that the country is a huge market and that the costs 
are low, even though the costs in some areas, Shanghai and Beijing for example, are 
increasing rapidly. According to Johan Vinberg the costs for their production in 
China is about 10-25 % of what it costs in Sweden and Germany. Since the company 
is selling the products on the Asian market, this means they have to compete with 
Asian companies, meaning they cannot fully take advantage of the lower costs since 
they have to sell the products cheaper than in Europe. In many cities there is a cer-
tain part of the city called “New district” where foreign companies can get much help 
establishing business in the area. For Habia Cable this made many things easier in es-
tablishing production there. According to Johan Vinberg, the establishing of the 
plant in China did not imply high costs. They had, and still have, a Swedish em-
ployee in China who dealt with a great part of the start-up process. In opposite to 
most other companies, Habia Cable chose to have the production plant in China on 
their own. Usually Western companies form joint ventures with local companies, but 
since Habia Cable mainly does business with Western European and American com-
panies, they preferred not to form a joint venture.  

When it comes to quality and quantity in the new plant, Habia Cable was satisfied 
with the time it took to reach good quality and quantity, and according to Johan 
Vinberg the quality in the Chinese factory is almost better than in the Swedish fac-
tory. The company has Swedish employees traveling regularly to China to secure the 
quality work. A very positive aspect in China for Habia Cable is that it is easy to hire 
well-educated people that are very ambitious. This is especially true for Western 
companies since they have a higher status than local companies do. The workers in 
their Chinese plant are also better educated than are the Swedish workers. To get 
good quality of the components used in production, Habia Cable buys from foreign 
owned suppliers because many of the Chinese companies are very poor in quality 
compared to Western companies. According to Johan Vinberg there is a substantial 
risk of products being copied and ideas being stolen in China. This is a main reason 
why the company transfers about 25 % of the components from their factory in 
Sweden. These are components where Habia Cable is world leading and where the 
production process must be protected.  

The business network and relationships in Sweden have not been changed since 
Habia Cable established production in China. The reason is that the company has 
never had many of their suppliers in Sweden but instead multinational suppliers such 
as General Electric. As stated, the company has made a deliberate choice to buy from 
foreign owned suppliers in China due to quality issues. The company had from the 
start planned to have Chinese management in the new plant, but it turned out that 
the customers expected Habia Cable to have a Swede running the plant, with which 
the company has also complied. All in all, Johan Vinberg is very satisfied both with 
the decision to establish production in China and how the production works. 
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4.3 Möbelteam 
Möbelteam is a company with its head quarter situated in Vetlanda and production in 
Poland. Their products are chairs and footstools. We conducted an interview with 
the CEO of Möbelteam, Jan Gustafsson.  

Möbelteam began outsourcing components 15-20 years ago. Already at that time the 
company realized that money could be saved in this process. Through the years, 
more and more components have been bought from abroad. The last step was to 
move the assembly line to Poland, a step that was taken in 2003. Möbelteam now has 
a fully owned production plant in Poland and no production remains in Sweden. The 
company buys most components needed for their products from abroad. Jan 
Gustafsson (personal communication, 2005-04-22) says that the reason for choosing 
Poland was that they already had production there since 2000. The plant in Poland 
was also already producing some of the products and they had what it took to easily 
start up the former Swedish assembly line. 

Jan Gustafsson states that one weakness with having production abroad is the dis-
tance between product development and the production plant. Their product devel-
opers have to travel between Sweden and Poland, which demand quite much effort. 
Positive is though that the development department is no longer interrupted by ques-
tions from the production. He further states that there has been costs connected with 
the production establishment in Poland, but a large part of these costs have been to 
reduce the number of employees in Sweden. Much of the facilities needed already ex-
isted and did not need to be acquired. A large part of the costs for producing the 
chairs is labor costs, which implies significant labor cost savings can me made in Po-
land. Möbelteam did not do any specific calculations beforehand for the labor costs in 
Poland but Jan Gustafsson state that these are very reasonable. The labor cost per 
hour in Poland is about 23 SEK compared to up to 170 SEK in Sweden. Jan 
Gustafsson states that with such low labor costs the company can afford to have three 
instead of two workers for a working moment in case the working speed is lower 
than in Sweden. Due to the high unemployment in Poland the salaries do not raise 
much every year. 

The decision to move the production abroad was taken about six years ago and has 
been gradually implemented. Möbelteam have gone from 25 to 80 people working in 
Poland. The production had to be moved faster than planned due to big productivity 
problems in Sweden when the decision to move the production was taken. Because of 
the decision, the workers almost stopped working and the move had to be made 
much faster to reduce productivity losses. Coming up to satisfactory volumes took 
about one year. To reach the goals in terms of quality takes according to Jan 
Gustafsson longer time, and personnel from Sweden working with quality visit the 
plant in Poland regularly. Möbelteam has noticed some cultural differences compared 
to Sweden. When dealing with authorities, it is common to bring a small gift to make 
things a bit easier, but this is not to be seen as a bribe. The fact that Möbelteam has 
hired mainly younger people, under 40 years old, in Poland, the high unemployment, 
and the fact that the employment rules are more liberal than in Sweden are all factors 
making the willingness to work very high. The transportations have also worked out 
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well. Since Möbelteam buys all components it is very important that the supply chain 
works, and this has not implied any problems. Most of Möbelteam's sales are in 
Western Europe and due to the production in Poland they decided to also have sale 
units or stores in Poland. They would not have had that otherwise.  

Möbelteam’s relationships with their suppliers in Sweden have of course changed be-
cause of the move. Even if the company still buys components such as steel from 
Sweden, many of their former suppliers have lost Möbelteam as customer. Building 
new business relations in Poland has worked out well, mainly because of the Polish 
management. Jan Gustafsson says that he tries not to have relationships that get too 
personal, because it could complicate the professionalism of the business. Jan 
Gustafsson is very satisfied with Möbelteam’s decision to move the production to Po-
land, and with today’s knowledge of how well it turned out he wonders why the 
company did not move earlier. Jan Gustafsson states that the fact that the company 
already had production in Poland before moving their Swedish production there for 
sure made it easier for the company to succeed in this process. 

4.4 Scandinavian Eyewear 
Scandinavian Eyewear is situated in Jönköping, just as the Business School where this 
thesis is written. The company produces spectacle frames, and most of that produc-
tion is performed in China. The representative that the authors conducted an inter-
view with at the company was Mikael Parsmo, production manager. 

The sole reason for Scandinavian Eyewear to move its production to China in 2003 
was to increase the profitability, which then constantly had decreased for some years. 
This has also succeeded, mainly because of the lower production costs there. A Chi-
nese worker costs about 1000 SEK for the company, including food and accommoda-
tion. It is part of the Chinese working culture that the workers live in connection to 
the working site. Mikael Parsmo (personal communication, 2005-04-26) has also no-
ticed some additional advantages compared to the production in Sweden, which the 
company has profited by as well even though these were not reasons to move the 
production initially. Examples of this are the higher flexibility the company experi-
ences because of the greater size of the plant in China and the well developed specta-
cle industry there. The company uses subcontractor work in China. The company 
that produces Scandinavian Eyewear’s frames owns a plant with many thousand em-
ployees, and can thus offer advantages with its large-scale production that would 
never had been possible if the company, that employed 50 persons in 2003, would 
have started the production in an own plant. About 3 % of the plant is used for Scan-
dinavian Eyewear’s products. 

Mikael Parsmo hopes that the company can find an additional country to produce in. 
The political leadership that China has implies that you never know what the future 
will bring. Hopefully everything will work out nicely and the market economy will 
keep developing, but if something radical would happen, Scandinavian Eyewear 
would be very vulnerable. Probably no other countries would be as cheap or good to 
produce in as China, so instead the company has a deal with an additional Chinese 
producer, just as insurance. 
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Scandinavian Eyewear’s products, spectacle frames, are extremely light-weight and 
thus also cheap to transport, everything is flown back to Sweden by plane. Conse-
quently it is not as important to try to sell the product on the Asian market as for 
many other companies. Besides, Mikael Parsmo says, this particular industry has a 
problem most others do not: The frames might not work very well in Asia because of 
the different face shapes and smaller noses compared to Western people. The easy 
way to transport the frames by plane implies that Scandinavian Eyewear do not ex-
perience big problems with the separation of product development and production 
despite the great distance. About five visits are paid to China every year, but the ma-
jor part of the product development is done in Sweden and the frames are sent be-
tween the countries just within two days time. The visits to the plant in China are 
normally not necessary for the production to work, but Mikael Parsmo stresses the 
importance to have a personal relationship to Chinese workers and managers. Even 
though it seems as the relation is perfectly well managed by e-mail, Mikael Parsmo’s 
experience is that the personal contact is extremely important for a Chinese. Besides 
this need of personal contact, the company experience several other cultural differ-
ences. The biggest problem is that when ordering something from a Chinese, you get 
what you order even if there is an obvious mistake on the draft. This might be some 
kind of fear or reluctance to take own initiatives. As a result of this it is extremely 
important for Scandinavian Eyewear to have correct specifications of requirements. 
But as long as the production development process works, the company have no 
problems with the quality of the Chinese production. Many times it is even better 
than the Swedish production. A positive cultural difference that has been noticed is 
that if you have a problem, the Chinese managers try their very best to help you. If 
necessary they work day and night to make you satisfied. The workers are not that 
devoted, and if some other employer offers a somewhat higher wage, most Chinese 
workers leave immediately. 

There is a great risk of competitors copying Scandinavian Eyewear’s products, but 
this is most often done by a competitor who buys the frame in an optician’s shop in 
Sweden and is not really connected to the production in China. Knowing that the 
market for copied products is big in Asia, this could have been a problem with the 
production in China. But this risk is reduced through the problem described above, 
that the frames probably would not work very well in Asia because of different face 
shapes as well as different fashion. The establishing of production in China has been 
very successful and actually necessary for Scandinavian Eyewear. As stated above the 
profitability increased due to the move, and Mikael Parsmo claims that the company 
today probably had not existed without it. In addition to this he mentions the alarm-
ing reports about people losing their jobs due to companies moving abroad. Without 
these moves many companies would cease to exist entirely, and that would cause 
even more lost jobs. 

4.5 Stilexo 
Stilexo is a foundry company specialized in the production of aluminum alloy die-
castings, and the company has about 130 employees in Sweden and 550 in China. 
Their head office is situated in Skillingaryd, Sweden. We conducted an interview 
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with the Production Director of the factories in Skillingaryd and Suzhou (China), 
Urban Österholm. 

Stilexo established the foundry in China in 2000. The reason behind this decision was 
that one of their biggest customers, Ericsson, asked if Stilexo wanted to be a supplier 
to Ericsson in China. Before they had only had minor selling activities in China. The 
management of Stilexo saw this as a chance, arguing that if the company did not take 
this opportunity someone else was going to use it. Before the company got this op-
portunity from Ericsson there were no plans to establish production in China. Erics-
son had also great influence over in which area to establish the production. Ericsson 
had their production in the Shanghai district and Stilexo chose to put their foundry 
not too far away, in Suzhou. The company got much help from the “New district” 
area in the city, which offers help with the start-up phase. The company also got tax 
reductions from the Chinese government initially. Urban Österholm (personal 
communication, 2005-05-11) stresses that Stilexo had an advantage of being early with 
their establishing in China, and the first die-casting foundry company from Sweden 
in China. The company found an American as contact person in China. This valu-
able contact could also speak Chinese, which is very important since most Chinese 
people do not speak English. In the start-up phase, it is very important to have good 
contacts on the location who can help in the contacts with authorities’ et cetera. 
Problems that could come up in China comprise import laws and the fact that one 
must look up what new laws that are valid. This has to do with that many laws of 
import often changes, which means the bureaucracy could be problematic.  

The establishing of the plant, which is totally owned by Stilexo, in China was an in-
cremental process, leading gradually to building the new plant and making the whole 
production chain on location. The process of reaching sufficient quality and quantity 
took six months, which was the amount of time with which the company had calcu-
lated. In this process, Chinese personnel visited the Swedish factory to learn whereas 
Swedish personnel prepared the start-up in China. The plant in China produces at 
same high standards as the one in Sweden, and the company is very pleased with the 
results. According to Urban Österholm, Stilexo has consciously chosen younger 
workers, which have shown to be very loyal and precise in their work. A difference 
compared to Swedish workers is that they are afraid of taking own initiatives, some-
thing Urban Österholm has tried to change by implementing a flat and non-
hierarchical organizational structure, just as in Sweden. For one employee Stilexo 
pays about 3000 SEK including accommodation and social costs, which means major 
reductions in labor costs compared to Sweden.  

In the beginning, Stilexo only had Ericsson as their customer in China, but as a con-
sequence of the establishing they have also gotten new customers such as the Japanese 
company NEC and Finnish Nokia. For Stilexo this means that they have gone 
through an expansion, and the Chinese market is highly profitable for the company. 
According to Urban Österholm it is not sure Stilexo had survived without the entry 
on the Chinese market. The company’s customers regard it as positive that the pro-
duction is situated in China, but also appreciate that the design- and development de-
partments still are in Sweden.  
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As a consequence of the establishing of a plant in China, Stilexo’s suppliers have also 
tried to enter the Chinese market. Hence neither the suppliers nor Stilexo’s produc-
tion in Sweden have been affected because of the plant China. The business relation-
ships between Stilexo and its customers in China are a bit different from the ones the 
company has in Sweden. Many of the customer relationships in Sweden are old and 
well-established ones working in an informal way. The new business relationships in 
China are not working as smoothly as the old ones, which results in more formalities 
such as documents. All in all, Urban Österholm is very satisfied with the business in 
China and he feels that China has several advantages compared to areas such as East-
ern Europe, since the costs there have increased. He further states that to be success-
ful in China one must have a good product that is not too easy to imitate, and that 
big efforts and substantial follow-up work is demanded to establish successful produc-
tion in China. To have good contacts is also of greatest importance in order to be 
successful.   

4.6 Zetterbergs 
Zetterbergs is a company that produces additional products to lorries, in order for 
the lorries to function for example in the construction industry or as waste collectors. 
The foreign production takes place in Poland. After approaching the company the 
authors came in contact with Torbjörn Eriksson, CEO and soon-to-be owner of the 
company, with whom an interview was conducted. 

Sweden and the Nordic countries are the most important market for Zetterbergs. Po-
land is also not insignificant and hence a new company was started in 1998 in order 
to facilitate the sales on the Polish market. Initially this company only dealt with 
sales, but when Zetterbergs received a big order in 2000 the decision to initiate pro-
duction in Poland was made. The company rented factory premises, hired a local 
production manager and let him hire a couple of welders. The production was hence 
built up from scratch. Torbjörn Eriksson (personal communication, 2005-04-21) says 
that one of the major advantages of initiating production in Poland was that the Pol-
ish customers’ confidence in Zetterbergs increased, even though all parts were not be-
ing produced in Poland. The company experienced an immediate increase in sales and 
market shares after the production started. The cheap wages is another advantage 
compared to Swedish production. But there are also disadvantages. According to 
Torbjörn Eriksson, the biggest problem is the corruption that still exists in Poland 
through the discrimination practiced by Polish authorities on foreign companies. 
Taxation authorities and the Labor Inspectorate put greater pressure and have higher 
demands on foreign companies than on the local competitors. The alternative is to 
pay an amount on the side in order to make the authorities shut their eyes, but Zet-
terbergs have constantly chosen not to pay any bribes. 

The costs of establishing production in Poland have been lower than what the com-
pany estimated. Neither initiating costs nor running expenses have been a problem. 
And even though the costs, especially of wages, have increased significantly in recent 
years, most costs are still lower than that estimation. Torbjörn Eriksson estimates 
that an average Polish worker earns some 20 % of a corresponding Swedish wage. 
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What though has implied high costs is the subcontract work. Today, the quality in 
the Polish production is just as good as in Sweden. This was not the case five years 
ago, when it was hard to convince the subcontractors of the importance of the prod-
ucts’ high quality and finish. As a result of this, Torbjörn Eriksson claims it is more 
favorable to own a plant than to have subcontract work. He also stresses the impor-
tance to build this company from the bottom, he reckons that companies that buy al-
ready existing companies experience greater cultural problems, since these companies 
tend to have a certain production culture that would be hard to adjust to one’s own 
demands. 

Cultural differences between Poland and Sweden are, except for the corruption de-
scribed above, not a big problem for Zetterbergs. The workers show great willingness 
to work and also pride in working for a Swedish company. Their effectiveness is si-
milar to Swedish workers. Though, the people on the managerial level need continual 
pressure in order not to fall back into the old rut, which otherwise easily happen. 
According to Torbjörn Eriksson, many people still have the thinking of a planned 
economy. This supervision of the production is important, Swedish representatives 
of the company travel to Poland about six times per year and most often find some-
thing that needs improvement. As long as these regular visits to the plant are paid, 
the production works fairly smoothly. The fact that Zetterberg produces outside of 
Sweden was initially something that the company’s Swedish customers found nega-
tive. But the last two-three years, this has not been a topic. There has not been a 
change in quality, instead something has changed in the attitude towards foreign 
products. People seem to have understood that this is the reality, it is accepted that 
parts of the production is done in low-wage countries as long as the augmented prod-
uct is not affected. As long as the customers receive the necessary service after the 
product has been delivered, they nowadays do not seem to have any opinion about 
Zetterbergs’ offshore production. The relations to Swedish subcontractors have not 
really been affected either, since the company has kept its main supplier who hap-
pened to be established in Poland as well. Zetterberg has though had some problems 
to find a functioning transportation network. This is an example of when the com-
pany’s old, well-working relationship with Swedish business contacts (in this case 
transporters) has not found its equivalence in Poland, but all together the company’s 
network has not been affected too much. 

Except for some unnecessary bureaucracy complications, the production in Poland 
has been a success for Zetterbergs, and Torbjörn Eriksson is mainly satisfied with 
most parts of it. 
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5 Analysis 
In order to analyze the empirical findings needed to answer to our purpose, two different 
kinds of analyses will be conducted in this chapter. These analyses aim at matching the em-
pirical findings to the frame of reference. First an analysis will be conducted for each of the 
six companies, thereafter a joint analysis will be conducted, which will form the basis for 
the conclusion presented in the final chapter.  

5.1 Analysis Borås Wäfveri 
After talking to Stefan Borg, it seems as Borås Wäfveri did not really have all the 
knowledge about how to make a successful international move of production as Jo-
hanson & Vahlne (2003) state that a company needs. There were no international 
market or customers driving the company to any particular site, instead the move 
was made on strictly financial bases and the fact that the Baltic region recently had 
been accessible. Hence this internationalization process has little in common with the 
Establishment chain (Johanson & Wiedersheim-Paul, 1975, in Johanson et al, 1994), 
instead it is more of a choice made after considering efficiency aspects and cost-
benefit analyses as described by Clark, Pugh and Mallory (1997 in Buckley & Ghauri, 
1999). Since Borås Wäfveri has its product development in Sweden and produce in a 
low-cost country, the company shows signs of Global sourcing in accordance with 
Zeng’s (2003) theories. Furthermore, it is stated by Cho and Kang (2000) that the 
most common reason for Global sourcing is to reduce costs, which was exactly why 
Borås Wäfveri established production abroad. 

As stated by Stefan Borg, the relative closeness to Estonia is a great advantage for the 
company compared to having production in China. But geographical distance is ho-
wever not the only important aspect of production abroad. Differences in language is 
a problem since few of the Estonian workers speak English, and difference in culture 
is regarded by Stefan Borg as the main reason of why it is hard to teach the Estonian 
workers the importance of quality and delivery in time. These are examples of factors 
that have affected the company’s internationalization process quite significantly. Jo-
hanson & Wiedersheim-Paul (1975, in Johanson et al, 1994) define this as Psychic dis-
tance. Borås Wäfveri and its production in Estonia is yet another indication that geo-
graphic distance and Psychic distance are not always correlated. 

The business relations Borås Wäfveri had to its small, local suppliers in Sweden and 
the relations the company now has to its large, world-leading suppliers differ a lot re-
garding dependency. That goes for the customers too, since the small customers hard-
ly know that the goods are produced abroad, whereas the large customers were part 
of the decision to move. This implies that the small, local suppliers were dependent 
on Borås Wäfveri in the same way the company itself is dependent on its large cus-
tomers. Hence the company’s relationships, described by Holmlund & Törnroos 
(1997) as founded on mutual dependency between two parts, do not seem to be that 
strong. Instead the concept of Network is suitable to describe the company’s interac-
tion with suppliers and customers, since this is defined as a group of connected actors 
performing various types of business activities in interaction with each other (Holm-
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lund & Törnroos, 1997). This is though somewhat contradictory to the statement by 
the same authors that a network is dependent on relationships. This can also be con-
nected to Ford et al.’s (2002) theories of relations, of which Borås Wäfveri profit 
from the more arm-length relations. 

5.2 Analysis Habia Cable 
For Habia Cable, the establishing of a production plant in China was not their first 
internationalization experience. Firstly, they already had a factory in Germany and 
secondly, the absolute majority of customers are situated outside Sweden. The step to 
go into the Chinese market was highly dependent on the fact that one of their biggest 
customers had much business there. Since Habia Cable had agents and sales offices in 
the area before the production plant it seems that the company has followed the Es-
tablishment chain by Johanson and Wiedersheim-Paul (1975 in Johanson et al., 1994). 
Johanson and Vahlne (2003) stress that shortness of information about foreign mar-
kets and uncertainty reduces the ability to internationalize. What makes this interna-
tionalization process a bit different from many other internationalization processes is 
that the uncertainty in the new market that usually is present was quite low because 
of Habia Cable’s customer Ericsson. It was Ericsson that in fact was the reason be-
hind the establishing, hence the reduced uncertainty. According to Johanson and 
Wiedersheim-Paul (1975, in Johanson et al, 1994) companies should enter countries 
more similar to its own, a behavior called the theory of Psychic distance. In a number 
of ways China is different to Sweden, but also in this aspect the fact that Ericsson is 
such an important customer in China has probably reduced uncertainty. Further-
more, as stated by the CEO Johan Vinberg, Habia Cable has a lot of business with 
foreign owned companies in China, thus reducing the possible negative aspects of 
Psychic distance.  

Zeng (2003) says that a common pattern for European firms is to develop products in 
the home country, to produce in Asia or Latin America and sell worldwide. Habia 
Cable has its research and development in Sweden, but also production. The com-
pany also sells worldwide and as stated have production in China and Germany. 
Monczka and Trent (1991, in Zeng, 2003) point out some distinguishing features for 
Global sourcing, containing coordination and integration between processes, tech-
nologies, suppliers et cetera. Habia Cable has as follows many of these processes, 
when the company coordinates and integrates the production technologies to match 
between the different production plants and to make sure the logistical chains work 
properly. Looking at all these aspects, Habia Cable shows a pattern aiming towards 
Global sourcing. As stated by Cho and Kang (2000) the number one motive for 
Global sourcing is low cost. As we have seen, this was not the main reason for Habia 
Cable, even if it has been a positive consequence since costs are lower in China. 
Hence the company uses Global sourcing actions in some ways but the reason behind 
their establishing in China was rather an act of internationalization and to expand 
their business.  

According to Blois (1997, in Gemünden, Ritter & Walter, 1997) business relation-
ships are a company’s primary asset and they help developing, integrating, and ex-
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ploiting the skills, resources, and technologies of suppliers and customers. Relation-
ships also cost time and effort to establish. For Habia Cable the business network and 
relationships in Sweden have not changed since the establishing in China. Hence it 
has probably been an advantage for Habia Cable to keep the business network and re-
lationships in Sweden intact. The relationships in China have been adapted to the 
customers for example by, in accordance with the customers’ desires, not having 
Chinese management running the factory. 

5.3 Analysis Möbelteam 
Möbelteam’s reason for moving the production to Poland was not to step into new 
markets, instead the company saw possibilities to reduce costs. Möbelteam’s interna-
tionalization process had been started earlier since they also before the move had 
most of their sales abroad in form of agents and sales subsidiaries. Interesting is that a 
consequence of the move was that Möbelteam also began selling in Poland, which 
confirms Johanson and Vahlne’s (2003) research about incremental internationaliza-
tion and that new operations lead to the ability to go into more markets. 
Möbelteam’s behavior is also consistent with Johanson and Wiedersheim-Paul’s 
(1975, in Johanson et al., 1994) theory of cultural distance. The company initially be-
gan selling in Western Europe, a part of the world quite similar to Sweden. Entering 
the Eastern European market came after this, when Möbelteam had gained better un-
derstanding of the market.  

According to Zeng (2003) companies in Western Europe often develop their products 
in their home country but have the production in a country where it is cheaper to 
produce. This is exactly what Möbelteam does. According to Trent and Monczka 
(2003) Global sourcing contains processes such as coordination and integration be-
tween processes and materials, design, and development. We have seen that Möbel-
team follows a pattern which can be defined as Global sourcing, meaning that they 
do not only use international purchasing. Möbelteam has to make sure the supply 
chain in Poland work regarding transportation and supplies of components from all 
over the world. Also, the development department and the securing of quality have 
to be made in Poland. The reason behind Möbelteam’s move to Poland goes in line 
with the theories of Ohmae (1989, in Zeng, 2000) and Cho and Kang (2000) about 
low cost being the main reason for Global sourcing. Further, since Möbelteam com-
petes on the global market it is important to have competitive prices. Möbelteam also 
clearly fits in the pattern of companies that use Global sourcing, both in terms of 
what they produce abroad and what they purchase internationally. The results of 
Möbelteam’s Global sourcing process are that they have reduced costs and conse-
quently have got a more competitive position. Looking at negative aspects with 
Global sourcing, Trent and Monczka (2003) state that cost reductions sometimes not 
turn out to be as great as expected. Even though costs for product development have 
increased Möbelteam has experienced lower total costs. Important to notice is though 
that Möbelteam has not been producing in Poland very long, thus there is no possi-
bility to see long term effects of the move. 
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The relationships to suppliers have in many ways changed for Möbelteam due to the-
ir move to Poland. They had to end some of their business relationships with suppli-
ers in Sweden and to establish new ones in Poland. Jan Gustafsson states that he tries 
not to have too close relationships with suppliers. According to Ford et al. (2002) it is 
not beneficial only to have close relationships, which can lead to a too high depend-
ency. It seems that Möbelteam has gone towards more arm-length relationships as a 
consequence of their move. One example of this is that the relationship with the up-
holstery supplier today is managed on arm-length. 

5.4 Analysis Scandinavian Eyewear 
Scandinavian Eyewear’s products have never really been intended to be sold in Asia, 
and hence the internationalization process of the company has nothing to do with 
the Establishment chain described by Johanson & Wiedersheim-Paul (1975, in Johan-
son et al., 1994). Instead the decision to move production abroad was a result of an 
analysis of the costs and benefits in accordance with the theory by Clark, Pugh and 
Mallory (1997, in Buckley & Ghauri, 1999). 

Johanson & Wiedersheim-Paul (1975, in Johanson et al, 1994) describe countries with 
great dissimilarities in culture, language, and political systems as having great Psychic 
distance or cultural distance. According to this definition, Sweden and China are two 
countries with great Psychic distance, and correspondingly Scandinavian Eyewear has 
experienced many culture shocks. The theory says that a company should try to es-
tablish production in a country with lower Psychic distance, which basically implies 
a geographically close country. But in this case, China was the only alternative not 
only because of its terrific level of costs but also because of the well working spectacle 
industry. As a result of this, Scandinavian Eyewear have been forced to work hard 
with some parts of the production chain (for example the specification of require-
ments), and the company is also forced to keep develop these processes in order to 
have functioning production in China. 

Scandinavian Eyewear’s internationalization can be defined as Global sourcing ac-
cording to the theories of Zeng (2003), since the company has its product develop-
ment in Sweden, the production in China, and operate on a world-wide market. 
Since Scandinavian Eyewear’s production occupies only three per cent of the plant, 
and other spectacle frame producers most of the rest, there could of course be a major 
risk of copying. This is one of the problems with Global sourcing. According to Cho 
and Kang (2000) and Smith (1999), the process of outsourcing, whether domestic or 
global, includes a risk of company confidential information leaking out, but this is 
not a big problem for Scandinavian Eyewear. An area where Global sourcing has 
helped improving the company is technology. In accordance with Trent and Monc-
zka’s (2003) and Frear et al.’s (1992, in Zeng, 2000) findings that Global sourcing 
could imply use of a higher level of technology, Scandinavian Eyewear has benefited 
from the existing high-tech spectacle frame factory in China. 

The importance of personal relationships with the Chinese as described by Mikael 
Parsmo is in accordance with Easton’s (1992, in Axelsson & Easton, 1992) findings 
that good relationships between buying and selling organizations are crucial for the 
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business. It also corresponds with the statement by Ford et al. (2002), that in order to 
maximize the company’s benefits from relationships they require investments of 
time, money, and resources. In addition to the advantages of these close relationships 
that Mikael Parsmo pinpointed above, this also implies that both companies can eas-
ier learn from each other, benefit from each other’s skills and resources, and reduce 
uncertainties through the knowledge of the counterpart’s characteristics. All these are 
mentioned as advantages of close relationships by Ford et al. (2002). However this 
theory also states that there are negative as well as positive effects of too close rela-
tions. 

5.5 Analysis Stilexo 
Before the offer from Ericsson to be the company’s supplier in China, Stilexo had no 
plans to enter the Chinese market and almost no business in China. The reason for 
the establishing of the foundry in China had nothing to do with costs, but the oppor-
tunity to be a supplier to Ericsson in China. For Stilexo the Chinese market entry 
has resulted in an expansion of the total business and the company has been able to 
get more customers on the Chinese market. Nordström (1990) states that many firms 
today tend to skip steps in the Establishment chain by Johanson and Wiedersheim-
Paul (1975 in Johanson et al., 1994). In the case of Stilexo we have seen that the com-
pany went directly from in fact almost no regular export to China to the start up of 
production abroad. According to Aharoni (1966, in Nordström, 1990) the interna-
tionalization process of firms are often not based on rational structured decisions but 
rather coincidence and opportunities, which seems to be the case of Stilexo since their 
internationalization to China was caused by an invitation from Ericsson. According 
to Johanson and Wiedersheim-Paul (1975, in Johanson et al., 1994) companies going 
international should enter in countries similar to its own in terms of Psychic dis-
tance. Also in this aspect Stilexo has not followed the pattern stated by the theory 
since the company without earlier experience established a plant in China and en-
tered the Chinese market. Important to notice is though that since Ericsson is a 
Swedish company the perceived Psychic distance was reduced. 

According to Cho and Kang (2000) the number one reason for Global sourcing is to 
reduce costs. Comparing this statement to Stilexo, we see that the motive for the es-
tablishing in China was not to cut costs but due to an important customer. This is 
thus not in line with Global sourcing theory. However, since the company’s product 
development is in Sweden, the production in China, and the products are sold on an 
international market, Stilexo’s internationalization can be defined as Global sourcing 
in accordance with the theories of Zeng (2003). 

Holmlund & Törnroos (1997) argue that a business relationship is a process of con-
tinuous interaction and exchange between at least two mutually dependent actors in a 
business network context. Ericsson was an important or in fact necessary partner in 
Stilexo’s business network in China while Stilexo played a key role as the supplier of 
foundry products for Ericsson in China. To both companies some strategic questions 
were hence of great importance. For example, Stilexo for efficiency reasons had to es-
tablish the production in the same area as Ericsson. Urban Österholm states that 
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business relationships are not working as smoothly in China as they are in Sweden, 
where the company had old and well established informal relations. According to 
Ford et al. (2002) the development of relationships requires investment in time, 
money, and resources in order to work properly. Since the relationships in China are 
still quite new for the company, it will probably take time before they will work as 
good as the ones in Sweden. Stilexo seems to value close relationships more than arm-
length relationships. The company is working to make their relationships towards its 
customers and suppliers close, but according to Ford et al. (2002) it is not beneficial 
for companies only to have close relationships, which may imply that Stilexo should 
try to keep some of their relationships at arm-length distance.   

5.6 Analysis Zetterbergs 
The reason for Zetterbergs’ establishment of production abroad was none of the fac-
tors the authors of this thesis had thought were the two main ones; financial reasons 
or a desire to come closer to the market. Both these results have though been achie-
ved as positive side effects as the production is cheaper and Poland is a market for the 
company. Instead the production in Poland was initiated because of a major order re-
ceived. Hence the internationalization process of Zetterbergs was close to a perfect 
match to the Establishment chain described by Johanson and Wiedersheim-Paul 
(1975, in Johanson et al., 1994). A closer look at that chain compared to Zetterbergs 
gives that the company initially only operated in Sweden (1. No regular export activi-
ties), then started selling occasionally to the Polish market (2. Export via independent 
representatives). In 1998 a sales office was established in Poland (3. Sales subsidiary), 
and in 2000 the company initiated its own production there (4. Produc-
tion/manufacturing abroad). Whether this resemblance to the theoretical way of es-
tablishing production abroad has contributed to Zetterbergs’ success with the Polish 
production will be left unsaid, but it is a success according to Torbjörn Eriksson, 
who claims he has no regrets regarding the establishment in Poland. He and the 
company also seem to have assimilated all the knowledge needed to succeed abroad, 
as described by Johanson and Vahlne (2003). 

According to Johanson and Wiedersheim-Paul (1975, in Johanson et al., 1994) a com-
pany should preferably enter countries with similar culture as the own country, in 
order to decrease the Psychic distance. Most often this implies countries not too far 
away, but even though Poland is one of Sweden’s closest neighbors there are signifi-
cant cultural differences between the countries. This has also proven to be a problem, 
even if not a very big one, since Torbjörn Eriksson describes some people, mainly on 
the managerial level, as planned economists. 

Since Zetterbergs develop products in Sweden, manufacture in Poland, and have sale 
in many countries, the company’s internationalization process corresponds to the de-
finition of Global sourcing presented by Zeng (2003). As stated by Trent and Monc-
zka (2003) and Frear et al. (1992, in Zeng, 2000), Global sourcing can, besides the ob-
vious advantage of lower costs, imply improved company image and a better com-
petitive position. This is exactly what happened to Zetterbergs on the Polish market, 
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since the customers on this market got a higher confidence in the company, which 
lead to increased sales and market shares. 

The fact that Zetterbergs’ business network has not been affected too much by the es-
tablishment of production abroad is somewhat contradictory to the thoughts of for 
example Lapiere and Deslandes (1997, in Gemünden, Ritter, & Walter, 1997), who 
argue that there is a link between satisfaction and long-term relationship. Perhaps this 
is because the company seems to have most arm-length relations, which can be prof-
ited from by decreased dependency of the relationship and thereby reduced the risk 
of tailoring the production to a particular counterpart, as stated by Ford et al. (2002). 

5.7 Joint analysis 
Two of the companies got a new market opportunity through a chance to be supplier 
to an existing customer on a new market, in both cases China. Neither of these com-
panies planned to start producing in China before they got this offer from their cus-
tomers. It is clear that for both of the companies the entry into the Chinese market 
has worked as a possibility to expand their business by also being able to serve other 
customers on this market. The remaining four companies in our study had reduced 
costs as primary reason to establish production abroad. Among these four companies 
there was in two cases also other aspects playing an active role. Zetterbergs received a 
big order and thus had to expand, whereas Scandinavian Eyewear through the estab-
lishing in China got access to better technology. This is in accordance with the theo-
ries of Global sourcing presented by Trent and Monczka (2003) and Frear et al. (1992, 
in Zeng, 2000). Interesting to note is though that regardless of what reasons the com-
panies had to establish production abroad, all but one of them today consider the 
country of production an important market for their products. The only exception 
to this is Scandinavian Eyewear that for a number of reasons does not consider the 
Asian market interesting. What all the companies in this study have in common is 
that before the establishing of production abroad, they all had a long tradition of sell-
ing their products on an international market, which in some cases also included the 
country where the production was later established. None of the companies started 
producing abroad before the product was established on any international market, 
which is partly correlated with the theory of Establishment chain by Johanson and 
Wiedersheim-Paul (1975, in Johanson et al., 1994). 

When comparing where the companies chose to establish their production, we noted 
above that two of the companies, Habia Cable and Stilexo, had to choose China be-
cause of an important customer. Hence the decision to choose China was not an ac-
tive process but a necessary condition for the cooperation with the customer. The 
other four companies, all with Europe as their main market, had the possibility to 
choose any low-cost country they wanted. Three chose Eastern Europe and one cho-
se China. When analyzing the interview answers from the companies it seems as con-
venience has been an important aspect when choosing location. Convenience in this 
case implies easy access to the plant as well as relatively fast and cheap delivery of the 
products back to Sweden for product development reasons or to Europe for sale rea-
sons. Scandinavian Eyewear wanted to make use of the well working spectacle indus-
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try in China, and since the product is extremely small and light-weight, and thus rela-
tively cheap to transport by plane, the distance was not a big issue. But the remaining 
three companies, Borås Wäfveri, Möbelteam, and Zetterbergs, all chose Eastern 
Europe. Hence we can see that out of the four companies that could actually chose 
location, only the one that could easily fly its products back and forth chose China.  

All six companies have chosen to keep their product development departments in 
Sweden. This could have implied increased problems because of the drastic difference 
between having product development next-door or across the sea, but none of the 
companies have experienced any real problems with the product development due to 
the establishing abroad. All companies think it is important to visit their plants regu-
larly in order to work with product development. As long as these visits are paid, 
that is sufficient. It is also important to visit the plant and the local suppliers in order 
to keep up the good relations to the people there. At least this seems to be crucial in 
China, since the Chinese tend to be more unwilling to fail when involved in a more 
personal relationship. Establishing production abroad has also affected the compa-
nies’ business relations in Sweden. Our studies show that small, Swedish suppliers 
have had no possibility to follow the companies abroad, whereas in the cases where 
the supply is handled by large, global companies these have more easily been able to 
deliver the raw material or components also to the new country. Hence one can state 
that for companies considering to move or establish production abroad, it might be 
profitable to work with as big suppliers as possible. Thereby the companies might 
have the possibility to maintain and further develop relations even after the interna-
tionalization. This is a positive thing since it is normally more profitable to have 
long-term relations than to constantly keep establishing new ones, which is stated by 
Lapiere and Deslandes (1997, in Gemünden, Ritter, & Walter, 1997). 

Of the six companies studied in this thesis, five run their production abroad on their 
own and one company has outsourced it. When comparing these two forms of pro-
duction, we could not see that any of them have been more successful than the other. 
All companies are pleased with their establishing abroad. Borås Wäfveri is though 
pleased in a more modest way. Because the company bought an existing plant there 
have been some problems transforming the well established, but not very efficient, 
organizational culture of the plant as well as adapting the production the way the 
company had wanted. Taking this fact into consideration, along with recommenda-
tions from the other firms, one can suppose that buying an existing production plant 
could imply a risk, whether in Eastern Europe or in China.  

All our respondents have experienced what Johanson and Wiedersheim-Paul (1975, in 
Johanson et al., 1994) call Psychic distance. General for all companies are language 
problems, which basically implies that most people do not at all speak English. The 
companies with production in Eastern Europe have all to a varying extent experi-
enced cultural problems deriving from the planned economies of the former commu-
nist states. The companies have seen that both workers and management sometimes 
do not fully understand the importance of quality and delivery times, instead they 
only seem to care about doing the assigned quantity of products. This has been a 
smaller problem for the companies manufacturing in China than the ones manufac-
turing in Eastern Europe, partly due to the Chinese managers being dedicated to their 
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task and eager to please their clients. This is in compliance with the theories of Jo-
hanson and Wiedersheim-Paul (1975, in Johanson et al., 1994), who say that Psychic 
distance is not always correlated to the geographic distance. Additionally, most busi-
ness in China is in fact done with companies owned and managed by Western Euro-
pean or U.S. people, which further decreases the Psychic distance. It seems though as 
the companies that have established production in China have experienced fewer but 
bigger cultural shocks than the companies with production in Eastern Europe. The 
interviews with the latter indicate that the Eastern European way of thinking is quite 
homogenously different from the Swedish. Most Eastern European managers and 
workers seem to work in the same way, which implies the planned economy think-
ing described above. It seems as all companies with production in Eastern Europe 
have experienced Psychic distance in many situations, but in return this have not im-
plied any major problems. The companies manufacturing in China have not had as 
many cultural problems, but the problems described are bigger and more varied than 
in Eastern Europe. All in all, we can see many similarities between the six companies 
regarding their decisions to establish production abroad, how the production works, 
and what effects it has had on the companies, but there are also many and great dif-
ferences. 
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6 Conclusions and Final Discussion 
In this chapter our conclusions from the joint analysis conducted in the last chapter are 
drawn. These conclusions are the answers to our purpose. Additionally a final discussion is 
presented. 

6.1 Conclusions 
The purpose of this thesis was to study why Swedish companies establish production 
in China and Eastern Europe, how the production in these regions works, and what 
effects it has had on the company. 

The study has shown two main reasons for companies to establish production in 
China or Eastern Europe; reduced costs and possibility to produce closer to the mar-
ket. Regardless of what reasons the companies had to establish the production, it has 
implied possibilities to expand their businesses. The countries where the production 
has been established are today important markets for the companies. When choosing 
location for the production, convenience seems to be one of the most important as-
pects considered. Hence Eastern Europe is a conceivable choice for companies that 
can choose freely. 

On condition that regular visits are paid to the plant, it seems as keeping the product 
development in Sweden when producing abroad does not imply problems. Visiting 
the plant is also important to maintain the relationships. This has proven especially 
important in China, since the Chinese seem more reluctant to fail when involved in a 
more personal relationship. Regarding these relationships, our findings indicate that 
for companies planning to establish production abroad, working with large suppliers 
is more profitable than working with small, since larger suppliers more easily can 
keep supplying also to the new country. Thus the relationship can be sustained even 
with the new establishment, which seems to be a good thing. 

Cultural differences exist between Sweden and both these regions. In Eastern Europe 
the differences are not that big, but many people seem to not fully have adopted the 
market economy thinking. There is an obvious inheritance from the planned econ-
omy of the communist era. In China, on the other hand, our findings indicate that 
cultural differences are not always an issue, but when there are differences, these are 
bigger than in Eastern Europe. 

When establishing production in China or Eastern Europe, it seems as buying an ex-
isting plant with an existing staff is not as good as developing as much as possible one-
self. Though, regardless of how the production is established, everything points at es-
tablishing production abroad has been a success for the companies in this study. 

6.2 Final Discussion 
As stated in the introduction to the thesis, we chose not to focus on the ‘human’ as-
pects of this subject – the jobs lost in Sweden when companies move production 
abroad. However, this is what has made the subject so topical and what initially 
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caught our interest. Hence questions regarding this have come up during the process, 
and our respondents have had interesting comments also to this matter. 

One of the respondents said that his company could have kept the production in 
Sweden in order to save jobs short-sightedly, but that would have meant the com-
pany’s ruin within a couple of years. The consequences of that would have been even 
more lost jobs. Accordingly the move abroad actually saved jobs. 

Since all the respondents have expressed satisfaction with most aspects of the produc-
tion abroad, we believe this trend will continue and even more companies will estab-
lish production in low-wage countries. This thought has been supported by our re-
spondents, who are all convinced we have only seen the beginning of this. As more 
and more companies establish themselves abroad, business clusters are created and it 
gets even easier for others to move. And when manufacturing companies establish 
production abroad, suppliers are forced to move after. 

This development can have grave consequences not only for Swedish labor, but also 
for Swedish companies. Today most product development and company manage-
ment is operated in Sweden, but our respondents claim that not least the Chinese are 
eager to learn as much as possible from foreign companies. In a couple of years, this 
might imply that Swedish companies will have fewer comparative advantages left, 
and thus will have a harder time keeping up with the global competition. 

 



 References 

 37

References 
Alvesson, M., & Köping, A-S. (1993). Med känslan som ledstjärna: en studie av rekla-

marbete och reklambyråer. Lund: Studentlitteratur. 

Axelsson, B. & Easton, G. (1992). Industrial Networks: A New View of Reality. Lon-
don: Routledge. 

Bogdan, R. & Taylor, S. J. (1984). Introduction to Qualitative Research Methods (2nd 
edition). New York: John Wiley & Sons. 

Buckley, P. J. & Ghauri, P. N. (1999). The Internationalization of the Firm. London: 
ITBP. 

Christensen, L., Andersson, N., Carlsson, C., & Haglund, L. (1998). Marknadsun-
dersökning - en handbok. Lund: Studentlitteratur. 

Chrzanowska, J. (2002).  Interviewing Groups And Individuals In Qualitative Market 
Research. Wiltshire: SAGE Publications. 

Chetty, S. & Blankenburg Holm, D. (2000). The Role of Business Networks in the In-
ternationalization of Manufacturing Firms. Uppsala: Uppsala University, 
Department of Business Studies. 

Cho, J. & Kang, J. (2000). Benefits and challenges of Global sourcing: perceptions of U.S 
apparel retail firms. International Marketing Review, Vol. 18, No. 5, pp. 
542-561. 

Ejvegård, R. (1993). Vetenskaplig metod. Lund. Studentlitteratur. 

Ford, D. (1997). Understanding Business Markets: Interaction, Relationships and Net-
work. London: The Dryden Press. 

Ford, D. et al. (2002). The Business Marketing Course. Chichester: John Wiley & Sons 
Ltd. 

Gemünden, H. G., Ritter, T. & Walter, A. (1997). Relationships and Networks in In-
ternational Markets. Oxford: Elsevier Science Ltd. 

Gordon, W. & Langmaid, R. (1988). Qualitative market research. Brookfield: Gower 
Publishing Company. 

Gummesson, E. (1994). Making Relationship Marketing Operational. International 
Journal of Service Industry Management, Vol 5, No. 5, pp. 5-20. 

Holme, I. M. & Solvang, B. K. (1991). Forskningsmetodik: om kvalitativa och kvantita-
tiva metoder. Lund: Studentlitteratur. 



 References 

 38

Holmlund, M. & Törnroos, J-Å. (1997). What are relationships in business networks? 
Management Decision, 35/4, pp. 304-309. 

Håkansson, H. (1987). Industrial Technological Development. A Network Approach. 
London: Croom Helm. 

Håkansson, H. & Snehota, I. (1990). No Business is an Island: The Network Concept of 
Business Strategy. Scandinavian Journal of Management, Vol 5, No. 3, pp. 
187-200. 

Johanson, J. et al. (1994). Internationalization, Relationships and Networks. Stockholm, 
Almqvist & Wiksell International. 

Johanson, J. & Vahlne, J-E. (2003). Business Relationship Learning and Comitment in 
the Internationalization Process. Journal of International Entrepreneurship. 
1, p. 83-101.  

Kotabe, M. & Murray, J. Y. (2004). Global sourcing Strategy and Sustainable Competi-
tive Advantage. Industrial Marketing Management. Vol 33, p. 7-14.  

Kotabe, M. & Swan, K. S. (1994). Offshore Sourcing: Reaction, Maturation, and Con-
solidation of U.S Multinationals. Journal of International Business Studies. 
Vol 25. No. 1, pp. 115-140.  

Langemar, P. (2003). Kvalitativ metod. Retrieved 2004-10-02 from 
http://www.psychology.su.se/units/gu/fk/kvalmetodht03.pdf 

Lekvall, P. & Wahlbin, C. (1993). Information för marknadsföringsbeslut. Göteborg: 
IHM.  

Malhotra, N. (2002). Basic Marketing Research. New Jersey: Prentice Hall. 

Nellore, R., Chanaron, J-J. & Söderquist, K. E. (2001). Lean supply and price-based 
Global sourcing – the interconnection. European Journal of Purchasing & 
Supply Management, vol. 7, pp. 101-110.  

Nordström, A. K. (1990). The Internationalization Process of the Firm. Stockholm: In-
stitute of International Business.  

O’Grady, S. & Lane, H. W. (2002). The Psychic distance Paradox. Journal of Interna-
tional Business Studies. Vol. 27, No. 2, pp. 309-333. 

Ots, M. (2004). Business to Business Marketing Introduction. Retrieved 2005-04-06 from 
http://jibsnet.hj.se/documents/files/10601005482962076224.pdf 

Patel, R. & Davidsson, B. (1994). Forskningsmetodikens grunder: Att planera, genom-
föra och rapportera en undersökning. Studentlitteratur, Lund. 



 References 

 39

Repstad, P. (1988). Närhet och distans: kvalitativa metoder i samhällsvetenskap. Lund: 
Studentlitteratur. 

Rhee, J. H. & Cheng, J. L. C. (2002). Foreign market uncertainty and incremental in-
ternational expansion: The moderating effect of firm, industry, and host coun-
try factors. Management International Review. Vol.42, Iss. 4, pp. 419-440. 

SIF (2004). Jobben flyttar? Retrieved 2005-03-18 from http://www.sif.se/6211.epibrw  

Smith, J. M. (1999). Item selection for global purchasing. European Journal of Purchas-
ing & Supply Management, 5. pp. 117-127. 

Svenska Dagbladet. (2002) Nu börjar flyttlassens tid. 2002-02-19, Näringsliv, p. 56. 

Svenning, C. (1997). Metodboken. Lund: Lorentz Förlag. 

Svenskt Näringsliv (2005). Vart tar jobben vägen – obalans på arbetsmarknaden. Re-
trieved 2005-03-29 from 
http://sn.svensktnaringsliv.se/SN/Press.nsf/AutonomyPress/135bf3f373
9a0b2ac1256fcb0046f7e5/$FILE/Rekryteringsrapport+2005.pdf 

Trent, R. J. & Monczka, R. M. (2003). Understanding integrated Global sourcing. In-
ternational Journal of Physical Distribution & Logistics Management. Vol 
33.  No. 7. pp. 307-329.  

Woods, M. (2001). International Business. Wiltshire, UK, Pelgrave Publishers Ltd.  

Zeng, A. Z. (2000). A synthetic study of sourcing strategies. Industrial Management & 
Data Systems. 100/5, pp. 219-226.  

Zeng, A. Z. (2003). Global sourcing: process and design for efficient management. Supply 
Chain Management: An International Journal. Vol 8. No. 4, pp. 367-379.  

Zolkiewski, J. (2004). Relationships are not ubiquitous in marketing. European Journal 
of Marketing, Vol 38, No 1/2, pp. 24-29. 

Zolkiewski, J. & Turnbull, P. (2002). Do relationship portfolios and networks provide 
the key to successful relationship management? Journal of Business & Indus-
trial Marketing, Vol 17, No 7, pp. 575-597. 

 

 



 Appendices 

 40

Appendix 1 

Interview questions 
Reasons for establishing production abroad 

1. Why did you establish production abroad? 
2. Where do you produce? 
3. Why there? 
4. Which advantages and disadvantages have you noticed with producing in this 

country? 
5. What do you produce abroad? 
6. When did you start the production in this country? 
7. Was it costly to establish production abroad (Compared with calculations) 
8. On which geographical markets do you operate? 
9. Before you had production abroad, did you have any export or agents that 

sold your products abroad? 
10. Do you have that now? 
11. If you did not sell the products abroad earlier, have the move implied that you 

now sell the product abroad? 
 

The running of production abroad 

12. How long time did it take to reach satisfactory capacity/quality in the new 
country? (Compared with calculations) 

13. Is the production abroad under private management? Why/why not? 
14. How is the product development affected when production and product de-

velopment is separated geographically? 
15. Do you experience cultural differences compared with Sweden? In what 

fields? Is it positive or negative differences? 
16. How is the quality compared with producing in Sweden? 
17. Has the establishing abroad implied any cost reductions? (Compared with cal-

culations) 
18. Are there any problems with the supervision of the production? 
19. Do the transportations from the plant work properly? (Delivery conditions? 

Delivery capacity?) 
20. Do you see any risk that someone copies your production in the foreign coun-

try? 
21. What are your future plans in this matter? (More establishments in the same 

country? In another country? Move back to Sweden?) 
22. If you, when you started the production in this country, had known every-

thing you know today, had you then established production abroad? Would 
you have established in the same country? What would have been done differ-
ently? 
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Business relations to customers and suppliers 

23. Do you perceive that your customers consider it as negative that your product 
is manufactured abroad? 

24. How have your suppliers in Sweden been affected by the establishing of pro-
duction abroad? 

25. How have the relations with the suppliers been affected? 
26. Did you have to abandon any well functioning relations due to the establish-

ing abroad? 
27. Has it been more difficult to make any operations in Sweden because of any 

lost relations? 
28. Have you been able to build up new well working relations with suppliers et 

cetera in the new country? 
 

General questions 

29. All in all, are you satisfied with your establishing of production abroad? 
30. Do you have anything to add that could be of interest? 

  

 


