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Sammanfattning 
Både som land och som fenomen är Kina ett synnerligen aktuellt ämne, inte bara för 
Sverige utan för hela världen. Sedan början av 2003 har mer än 154 svenska företag 
etablerat verksamhet i Kina, inom antingen tillverkning, inköp eller försäljning. De 
små och medelstora företagen följer nu efter de stora multinationella till Kina. 

Syftet med denna uppsats är att studera och analysera vilka kriterier företagen använ-
der i sitt val av leverantörer eller samarbetspartners i Kina. Syftet är vidare att studera 
interaktionsprocessen mellan köparen och leverantören gällande kvalitetsproblem re-
laterade till såväl produktionsprocessen som produkten och leveransen av densamma. 
Att definiera kvalitet är inte enkelt då kvalitet inte längre bara handlar om objektiv 
statistik. Kvalitet bör vara en naturlig del av både företagets affärsprocesser och deras 
relationer med leverantörer och kunder. Idag är därför mer subjektiva och mjuka vär-
den relaterade till kundens uppfattning, deras behov och deras förväntningar naturli-
ga delar av det kvalitativa arbetet. Det kan vara svårt att överföra kundens uppfatt-
ningar, behov och förväntningar till leverantörerna. Interaktionsprocessen mellan 
kund och leverantör är därför långt ifrån enkel och rak, utan beror till stor del på de 
människor som är involverade i processen. 

Sammanlagt beskrivs och analyseras fem olika fall i studien. I samband med dessa har 
ett antal företag valts ut och nyckelpersoner inblandade i interaktionsprocessen med 
de kinesiska leverantörerna har intervjuats. Företagen har medvetet selekterats så att 
de representerar heterogena förhållanden gällande produkt, erfarenhet med affärer av 
Kina och företagsstorlek. 

Utifrån analysen av de empiriska data som samlats in står det klart att merparten av 
de kvalitetsproblem som existerar härrör till kommunikationen mellan kunden och 
leverantören. Det finns inga egentliga bevis vare sig för dålig eller låg kvalitet i något 
av fallen. Kvalitet är viktigt för dem alla, men kunden får oftast levererat det han har 
frågat efter. De kulturella skillnaderna gör att specifikationer, krav och behov hela ti-
den måste upprepas för att upprätthålla en hög kvalitativ nivå. För att utveckla goda 
relationer med de kinesiska leverantörerna är det viktigt att vara närvarande. Det som 
är taget för givet i Sverige är inte taget för givet i Kina och vice versa och det är därför 
viktigt att vara tydlig och att upprepa allt om och om igen. Det är viktigt att undvika 
att de kinesiska leverantörerna förlorar ansiktet och det är därför viktigt att de svenska 
företagen utvecklar en förmåga att läsa mellan raderna, framförallt som kinesiska leve-
rantörer inte är lika uppriktiga och raka i sin kommunikation. 
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Abstract 
China as country and phenomenon is a topic of great impact to the entire world soci-
ety. As many as 154 Swedish companies have established business activities either 
within manufacturing, sourcing or sales in China since the beginning of 2003. The 
small and medium-sized companies are now following the larger MNEs to China. 

The purpose of this thesis is to study and analyse which criteria are used in the selec-
tion of suppliers or partners in China. The purpose is further to study the interaction 
process in between the Swedish buyer and the Chinese supplier regarding quality is-
sues and -problems related to the manufacturing process and product as well as the 
delivery of the products. Defining quality is not easy as quality no longer relies only 
on objective and functional statistics, but should be incorporated into the business 
processes. More subjective parameters related to the perceptions of the customers and 
their needs and expectations are involved and of importance. Such perceptions and 
needs can be difficult to transfer in between the buyer and the supplier. The interac-
tion in between is far from a straightforward process and as such it depends and relies 
a lot on the people involved in the process. 

Representing a total of five different cases a number of companies and respondents 
directly involved in the interaction process with the Chinese suppliers were purpose-
fully selected and interviewed. The sampling aimed at companies representing het-
erogeneity regarding the three factors of products, experience of dealing with China 
and size of the company.  

From the analysis of the empirical findings it is clear that it is all a question about 
communication. There is no evidence of any low or bad quality in any of the cases. 
The buyer will be delivered what he asks the supplier to deliver. The cultural web in-
cluding communication and language differs between Sweden and China. In order to 
develop good relations with the suppliers the presence is of great importance. It is 
important for the Swedish company to continuously repeat their specifications, de-
mands and needs over and over again in order to maintain a high level of quality on 
their products. What is taken for granted by Swedish buyers is not taken for granted 
by the Chinese suppliers and it is important for the buyer to be very clear in both 
communication and specification, though without risking the Chinese supplier to 
loose face. Adapting an ability to read between the lines is necessary for the buyer as 
Chinese suppliers are referred to as not being as outspoken as Swedish suppliers. 
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1 Introduction 
_____________________________________________________________________ 

This chapter will introduce you as reader to the reasons why we have chosen the subject of this 
thesis. Further it presents the background needed in order to understand the research questions. 
__________________________________________________________________________________________________________ 

1.1 Background 

Globalisation and internationalisation are the main characteristics of the present world 
economy. Political forces, such as the end of the Cold War period and deregulation of the 
markets have made the importance of the nation state almost vanish. Companies go beyond 
their own country boundaries to look for partners or suppliers in order to obtain competi-
tive advantages. As one of the most populated countries with an exploding economic 
growth, available non-expensive labour and raw material and strong buying power, China is 
undoubtedly offering both interesting and fascinating opportunities for companies all over 
the world. As an effect of the “open door” policy, companies enter into the Chinese market 
by all kinds of approaches such as direct foreign investment or outsourcing. The larger mul-
tinational companies which are in possession of both organizational force and risk capital 
were the first ones to enter. They are now followed by their sub-suppliers in the creation of 
global supply chains and -networks. 

A survey of the Swedish companies entering China in between January 2003 and June 
2006 states the following scenario (Hähnel, 2006, p.1): 

More Swedish companies than ever are establishing a presence in mainland 
China. Since January 2003, 154 new companies have entered China, and the 
trend is increasing. 75% of these companies are small or medium-sized compa-
nies with less than 500 employees globally. The majority establish in or around 
Shanghai. One third primarily sells to Chinese companies or consumers while 
others sell to foreign clients, source or produce for export. 

Despite the phenomenon that many companies succeed in the Chinese market others fail, 
and so drastically. Insufficient quality management, insecure delivery accuracy, cultural dif-
ference, communications problems and lack of employee training are plausible reasons be-
hind failure. Defective products not only increase costs and consume time but also risk dis-
turbing and disrupting parts of or, even worse the entire supply chain risking bad reputa-
tion and loss of customers. What is of importance is also the far distance to China, which 
has a negative impact on the problem solving ability and risk to lower the supply chain effi-
ciency and performance. As a result, some companies have been forced to back source their 
production from China.  

In a continuously changing and competitive world, countries find themselves at different 
stages of quality development. As developing economies open up their countries towards 
the free world market and global competition they are forced to rethink and change their 
quality processes. Subba Rao et al., (1997) made a comparative study of quality practices 
and results in India, China and Mexico. The research was made as an attempt to under-
stand the quality drivers and practices as well as to gain insight into the status of the prac-
tices. That sort of understanding will be of help building theories and models of quality 
management in an international context. Hua et al. (2000) carried out a survey of 71 
Shanghai manufacturers to investigate the quality management practices in Shanghai 
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manufacturing industries. The researchers found that top management in these industries 
had realised the importance of quality management in increasing their companies’ competi-
tive advantages. However, Shanghai manufacturers did not regard employee training and 
suppliers’ involvement in production as key factors to improve product quality while the 
larger multinational companies in the developed countries since long have incorporated 
these factors into their quality management and their business processes. 

However in many cases the quality issues are related to discrepancies and deviations from 
what the end customers and users are used to. The end customers’ perceptions change and 
rumours referring to low quality are spread by word-of-mouth. Often such discrepancies 
are formulated in a terminology that is not coherent to the terminology within the manu-
facturing company. There is often a lack of transparency between the end customer and the 
manufacturer and therefore both quality- and supply chain management is of utmost im-
portance as both concepts stress the importance of a holistic view spanning the entire sup-
ply chain from the upstream raw material supplier to the downstream end customer. In 
supply chain management, supplier management issues such as supplier selection and sup-
plier relationships are key issues. Traditionally, the supplier selection criteria were mainly 
concerned with quality, delivery and price (Smith et al., 1963), while recent researches have 
added soft measurements such as supplier adaptability and measures of relationship per-
formance (Millington et al., 2006). 

Quality, delivery and price are no longer considered as static. The customers’ perceptions 
and preferences are continuously changing. Supplier adaptability and -relationship are im-
portant factors in order to increase the competitive advantage of a company or an entire 
supply chain. The key issue is to be both efficient and responsive towards the customers 
and continuously add value to products and services offered. The fast change and develop-
ment of information technology enables fast and reliable communication over the entire 
world, but the interaction between the buyer and their supplier is still far from evident. The 
remote distance and the cultural differences add difficulties to communication, collabora-
tion and cooperation in between the Swedish buyer and the Chinese supplier. 

1.2 Problem Discussion 

Both the concepts of quality management and supply chain management will bring valu-
able insight into and tools for improved analysing and understanding of the problem areas 
believed to exist behind product-, process- and delivery quality of products and services im-
ported from China. The research problems of this thesis can be summarized as follows: 

• Which criteria were used when the companies selected their Chinese manufacturing 
partner or supplier? 

• Which are the relevant factors and reasons behind the believed problems related to 
the process-, product- and delivery quality in the Chinese – Swedish relationships? 

1.3 Purpose 

The purpose of this thesis is to study and analyse the criteria for supplier selection and the 
interaction process between supplier and buyer related to process-, product- and delivery 
quality for a number of Swedish Companies that either manufacture or source in China. 
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1.4 Delimitations 

The thesis will be delimited to the relationship in between the Swedish company and the 
Chinese partner or supplier, according to Figure 1.4.1. 

 

Figure 1.4.1. Scope of delimitation to problem and purpose of this thesis. 

1.5 Disposition of the thesis 

The disposition of the remaining of this thesis will be as follows: 

In Chapter two the theoretical framework related to our thesis is presented. The theoretical 
framework covers topics such as China and its culture, quality and supplier management. 

In Chapter three the methodology chosen for this thesis is presented. The study is con-
ducted using a qualitative method based on a case study and multiple case designs. 

In Chapter four the empirical findings, both from interviews and other sources of evidence 
are presented. 

In Chapter five the empirical findings have been analysed by help of the theoretical frame-
work. 

In Chapter six the conclusions to the study is presented. 
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2 Frame of Reference 
______________________________________________________________________ 

The frame of reference will provide you, as reader, with knowledge in the areas that are consid-
ered relevant to the topic of this thesis. The frame of reference will form a base for interpreting 
the empirical data in the analysis chapter. 

 

In order to fulfil the purpose of this thesis we concentrate the frame of reference on China, 
its present development and the concepts of quality management and the parts of supply 
chain management related to quality management. Of certain relevance is therefore litera-
ture related to culture, communication, process-, product- and delivery quality and supplier 
and /or partner selection and -management. 

Both the concepts of quality management and supply chain management are well devel-
oped in the Western countries. It could be described by the historical development of the 
Western industries where the decades of 1950 and 1960 were signified by emphasizing on 
cost reduction. In the decades of 1970 and 1980 the impact of Japanese automotive and 
consumer electronics companies was enormous in the Western countries and quality be-
came a major concern. During the late 1980 and 1990 flexibility and delivery on time-
based competition made its entrance. The fast development of information technology has 
enabled sophisticated solutions and meanwhile playing an important role in the decon-
struction of the traditional organizations. The late 1990 and the early 2000 have been 
dominated by supply chain management and the overall holistic approach from the up-
stream raw material supplier to the downstream end-customer. 

In the context of the People’s Republic of China and Chinese enterprises these concepts are 
believed to be considerably less advanced and developed which depend on both regulatory 
issues, relatively short time of market economy and culture. However the development is 
fast and the Chinese economy is booming with a growth rate of astonishing 11 % per an-
num (Swedish Trade Council, 2006). Bearing in mind the geographical size of China and 
its population density the development rate differs significantly within the country. A re-
flection can be made in comparison with Whittington’s (2001) statement that the pace and 
pattern of organizational change vary with the national context and no one is likely to 
achieve a perfect fit with its environment. 

2.1 The People’s Republic of China 

Reports about the economic development and the great potential of vast opportunities in 
China can be found in all kinds of media. Undoubtedly, China has become a fascinating 
market for western companies especially after the economic recession in Europe in the early 
1990s (Wong & Leung, 2001). However, the process of entering China is quite different 
from what westerners can expect. This may be caused by the different cultural, different 
languages, and different economic systems between China and western countries. In this 
part of the thesis some general information about China is given, which could be a hint for 
the analysis of the empirical findings. 

2.1.1 The Economy  

China’s economy was state-controlled until 1978. The country did mainly trade with the 
former Soviet Union and some East European countries. But the situation was totally 
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changed from 1978 when Mr. Deng Xiaoping decided to open up China’s door to the 
world. The country’s economy has been transformed from a centrally-planned to a liberal-
ized economy with an increasingly high level of privatization. The country began to do 
business with the rest of the world and then especially with the Western countries. The 
“open door” policy, the sheer size of potential market capability and the cheap labour 
source have attracted the companies all over the world to invest in China. Now China has 
become the third biggest recipient of foreign direct investment in the world. Besides, China 
is the fourth largest economy in the world after USA, Japan and Germany and the third 
largest trade country only after USA and Germany (Swedish Trade Council, 2006). And 
the government’s goal is to quadruple the size of the economy between 2000 and 2020 
(Schwaag-Serger & Widman, 2005). In order to reach the goal, the government will con-
tinue carrying out its “open-door” policy, increasing the privatization of state-owned com-
panies and offering preferential policies to foreign companies and foreign direct investment. 

The economic reform and the “open-door” policy not only helps to improve the peoples’ 
standard-of-living in China. According to the World Bank, about 400 million people have 
so far been lifted from extreme poverty since 1978. This change also has significant influ-
ence and impact on the world economy in terms of prices, wages, interest rates and cur-
rency (Schwaag-Serger & Widman, 2005). With the advantage of low material costs and 
cheap labour sources, China has become known as “the shop floor of the world”. More and 
more foreign companies choose to strategically source and manufacture in China (Schwaag-
Serger & Widman, 2005). As an effect of the entry into the World Trade Organization 
(WTO) in 2001, China has become even more open to the outside world through simplifi-
cation of import and export procedures, reduction of tariff and by the implementation of 
laws to grant foreign companies trading- and distribution rights. These policies in combina-
tion with the low cost level for labour and raw material and the large potential market will 
continue to be an incentive for foreigners to invest or trade with China. And it should be 
mentioned that foreign direct investment (FDI) is the main reason to explain the rapid de-
velopment of Chinese trade. Over half of the exports and the imports have been generated 
by foreign companies in China. Foreign companies import components to China and al-
most half of these imports are re-exported after being assembled into finished products by 
making use of the low labour costs (Schwaag-Serger & Widman, 2005). 

2.1.1.1 Rationales for entering the Chinese Economy 

Out of a theoretical perspective different companies and organizations might have different 
rationales for entering China. It is certainly not a question of daily operational management 
but rather a question of strategic management of an organizational wide complexity devel-
oped or grown out of ambiguous and non-routine questions. According to Johnson et al. 
(2005) there are a number of key drivers for change that are likely to have an impact on the 
structure of an industry, sector or market. The exogenous impact on an organization will be 
diverse and it will be the combined effect of only a few factors that will be of importance 
for a strategy-of-change. 

Many companies define their global strategy based on one of the following key drivers 
(Johnson et al., 2005): 

• Market globalisation is defined by customers that are becoming global and having 
similar needs. It may provide the opportunity of transferring marketing or creating 
global product- or service brands. 
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• Cost globalisation when companies strive for economies-of-scale, increased sourcing 
efficiency or outsourcing of non-core activities. There might be a rationale regard-
ing country-specific costs as labour or exchange rates. Some industries face high cost 
of product development and therefore prefer working with a few products globally 
to a wide range of products in a limited geographical area. 

• Globalisation of government policies including trade policies, technical standardiza-
tion and host government policies. 

• Globalisation of competition leads to increased global competition. High levels of 
imports and exports increase the interaction between competitors at a global level. 
Increased interdependence between companies also increases the globalisation also 
of the competitors. 

2.1.2 The Culture 

Samovar et al. (2007, p.20) use a definition to culture from the researcher Triandis, where 
culture is defined as 

Culture is a set of human-made objective and subjective elements that in the 
past have increased the probability of survival and resulted in satisfaction for the 
participants in an ecological niche, and thus became shared among those who 
could communicate with each other because they had a common language and 
they lived in the same time and place. 

One reason for Samovar et al. to prefer this definition to others is that it includes subjective 
elements or what is also referred to as softer values, beliefs and underlying assumptions. 
Another is that it is tying the culture together with communication and language. From 
that point of view it is indeed coherent with the Chinese phenomenon and context and the 
fact that the way of doing business is completely different in China compared to Western 
countries. In China, people will cultivate a good relationship and trust between parties be-
fore a business can be transacted while in Western countries a good relationship is followed 
by a successful transaction (Tang & Ward, 2003). Thus, westerners should, in preference, 
be familiar with the Chinese ways of thinking and the Chinese behaviour before they do 
business with Chinese suppliers or partners. They should realize that the business logic and 
the values in China are different from those in the Western countries, otherwise, nothing or 
little is likely to be achieved and accomplished (Park & Luo, 2001). Thus, westerners who 
want to do business with Chinese suppliers have to bridge many gaps, including language 
and cultural dissimilarities (Kambil et al 2006). 

The well-known researchers, the father and his son, Hofstede & Hofstede (2005) deter-
mined and described five universal dimensions of national cultures; power distance, the indi-
vidualist – collectivist perspective, the gender perspective – masculine versus feminine, uncer-
tainty avoidance and short-term versus long-term orientation. The first four dimensions were 
initially determined and confirmed by multiple value surveys conducted over time with 
people working within the large MNE of IBM. The value surveys were carried out in more 
than 50 countries worldwide. Similar value survey questions were then distributed to an in-
ternational population of non-IBM managers with similar results. Later on completely dif-
ferent material from research done in Asia also showed similar results, though there was a 
concern regarding the use of Western-biased questions in the value surveys. Therefore a 
questionnaire with deliberate Chinese culture and value bias was developed. Conducting 
the survey research in twenty different countries replicated the first three dimensions of the 
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Western biased surveys while no correlation occurred regarding the dimension of uncer-
tainty avoidance and there was no equivalent dimension discovered by the Chinese-biased 
surveys. Though, instead the fourth dimension determined from the Chinese-biased sur-
veys was that of short-term and long-term orientation, which was adapted as a fifth univer-
sal dimension. The context and impact of each of the dimensions will be further described 
in the following sections. 

2.1.2.1 Power Distance 

The power distance reveals information regarding the dependence relationships in a coun-
try and measured from different contexts, such as family, religion and workplace. In coun-
tries signified of small power distance there is only a limited dependence of subordinates on 
their bosses and there is a preference for consultation of subordinates. Subordinates will 
rather easily approach and contradict their bosses. In countries signified by large power dis-
tance there is a considerable dependence of subordinates on bosses. They also state that the 
power distance index is fairly accurate to predict from a country’s geographical latitude, 
population size and its wealth. The latitude is not a determining factor but high latitude 
contributes to smaller power distance. The size of population fosters dependence on au-
thority as people in a densely populated country will have to accept a political power that is 
more distant and less accessible than people from a small nation. Factors associated with 
more national wealth and less dependence on powerful others are: less traditional agricul-
ture, more modern technology, more urban living, more social mobility, a better educa-
tional system and a larger middle class. In general the power distance within countries de-
creases as an effect of an increased educational level while the power distance between na-
tions increases as globalization makes countries less able to decide on their own and instead 
depend on decisions made at an international level. It is reasonable to expect that Sweden 
would score low on the dimension of power distance while China would score high, which 
is also confirmed by the value surveys (Hofstede & Hofstede, 2005). 

2.1.2.2 Collectivism – Individualism 

In a collectivist society the personal relationship prevails over the task and should be estab-
lished before dealing with the task, whereas in the individualist society the task is supposed 
to prevail over any personal relationship (Hofstede & Hofstede, 2005). The predetermined 
goals for the individualist society are personal time, freedom and challenge while for the 
collectivist they are training, physical condition and use of skills. In research the practical 
differences were tested by dividing a number of American and Chinese management train-
ees in order to have them perform a set of independent tasks, like writing memorandums, 
evaluating plans and rating job candidates’ application forms. Half of the group was given a 
goal for their entire group while the other half of the group was given individual goals. The 
Chinese management trainees performed best when acting in groups without giving up 
their names while the American management trainees performed best on individual basis 
telling their names (Earley, 1989). The purpose of education is perceived differently in be-
tween the both contexts and in an individualist context education aims at preparing the in-
dividual for a place in society of other individuals. The purpose of learning does not con-
cern so much of learning how to do but rather encourage the knowledge how to learn. In a 
collectivist context there is a stress on adaptation to the skills. Learning is therefore more of 
a one time process and of how to do things. The economic life in collectivist societies is, 
even if not dominated by the government, at least based on collective interests. As a result 
of the “open door” policy in China groupings such as villages, the army and municipal po-
lice corps started their own enterprises. From the survey studies China prove to be a true 
collectivist society while Sweden score high values in the index of individualism. 
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2.1.2.3 Feminism – Masculism 

The gender perspective of masculinity and femininity is another universal dimension. A 
masculine society stress results and reward on the basis of equity and performance while 
feminine societies are more likely to reward on needs. Another matter of significance is that 
in masculine society people tend to live in order to work while they tend to work in order 
to live in the feminist context. 

Hofstede & Hofstede (2005) stated that the role pattern demonstrated by the parents has 
an important impact on the mentality of the child. The boys in a masculine society are so-
cialized towards assertiveness, ambition and competition. Often they also get priority both 
with educational and career opportunities. In feminine countries both boys and girls follow 
the same educational curricula and the individual interests play a more important role for 
the career. In workplace the industrially developed masculine cultures have a competitive 
advantage in manufacturing, especially manufacturing large volume in an efficient, well 
done and fast manner, of which bulk chemistry and heavy equipment are good example. 
Feminine cultures have an advantage in service industries like consulting and transport as 
well as manufacturing by a build-to-order and customized strategy. Likewise feminine cul-
tures have clear competitive advantages in handling live matter like high-yield agriculture 
and biochemistry. Further there is a tendency of masculinity to increase in the poor part of 
the world were in the wealthy part of the world the feminine cultures grow faster. The shift 
towards feminine values in the wealthy part of the world is also perceived to be linked with 
the aging of the population and changed demographics of the societies. Looking into the 
future also reveals that jobs that can be structured are likely to become automatized and 
from there remains the jobs that directly deals with the setting of human and social goals as 
top leadership functions, creative and innovative jobs as well as jobs dealing with unforesee-
able things such as safety, security and maintenance. Finally there is a category of jobs deal-
ing with supervision, entertaining and helping and motivating people. For all of these job 
types feminine values are as valuable as masculine. The future swift in technology is there-
fore likely to switch the value base from masculine into feminine also within industry. 
From the value survey studies Sweden is rated as the most feminine country of all countries 
participating in the surveys while China is a country with high masculinity scores. 

2.1.2.4 Uncertainty Avoidance 

Uncertainty avoidance deals ultimately with a society’s search for the truth and the fact that 
the future is uncertain. It should not be mixed or confused with risk avoidance. Extreme 
ambiguity creates anxiety, both anxiety and uncertainty are diffuse feelings while, both fear 
and risk focus on something specific; an object in the case of fear and an event in the case 
of risk (Hofstede & Hofstede, 2005). Rather than reducing risk, uncertainty avoidance re-
duces the level the ambiguity. Technology, laws and rules are useful tools in avoiding and 
preventing uncertainty. Anxious cultures tend to be expressive ones, where people talk with 
their hands, where it is socially acceptable to raise one’s voice, to show one’s emotions and 
to pound the table. In weak uncertainty avoidance countries such as Sweden, the anxiety 
levels are relatively low. At workplace societies with a weaker uncertainty avoidance index 
are generally better at basic innovations, though weak in developing them into new prod-
ucts or services as they lack pieces and bits of the detail, precision and punctuality that sig-
nify societies with a high uncertainty avoidance indexes. There is a synergy in between an 
innovator and an implementer as the innovator supplies the ideas while the implementer 
develops them. Both Sweden and China scored low values for the dimension of uncertainty 
avoidance, though this dimensions proved to not really exist within the Chinese value- and 
cultural context. 
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2.1.2.5 Short-term and long-term orientation 

Based on the Chinese biased value surveys the dimension of short-term versus long-term 
orientation was added as a fifth universal dimension (Hofstede & Hofstede, 2005). This 
dimension mainly group values based on the religion and teaching of Confucius, who lived 
in China around 500 B.C.. At one side this value dimension combine persistence, thrift, re-
lationships ordered by status and having a sense of shame, while on the other side recipro-
cation of greeting, favors and gifts, respect for tradition, protecting one’s face and personal 
steadiness and stability are combined. From the Chinese biased value surveys it was inter-
preted as a positive pole expressing a dynamic orientation towards the future and a negative 
pole a static orientation towards the past and the present. As the dimension was measured 
not only in Confucian cultures it is of importance to describe and label the nature of the 
values rather than their origin. A short-term orientation has significant competitive advan-
tage through fast adaptation while a long-term orientation is a competitive advantage when 
building markets. In workplace the concept of guanxi, that will be elaborated in the next 
section, is a key concept and someone’s capital of guanxi lasts for a lifetime. It had better 
not being damaged for short-term reasons. This final dimension is of certain interest as the 
future by definition in itself is a long-term consideration. The increasing complexity with 
overpopulation, limited resources, the environment and sustainable development are all fac-
tors that would support long-term thinking rather than short-term thinking both within 
societies and organizations. 

A more generalized description of the culture phenomena is provided by Samovar et al. 
(2007). They refer to the anthropologist Edward Hall who divided cultures into high con-
text and low context based on the degree to which meaning comes from the words being 
exchanged. The context is the information related to a particular event and inextricably tied 
with the meaning of the very same event. Hall further defined high and low context as fol-
lowing (Samovar et al., 2006, p. 158): 

A high context communication or message is one in which most of the information is al-
ready in the person, while very little is in the coded, explicitly transmitted part of the 
message. A low context communication is just the opposite, i.e., the mass of the informa-
tion is vested in the explicit code. 

As such China would be referred to as being a culture of a high-context culture and Sweden 
as a low-context culture. 

2.1.2.6 Guanxi – Chinese Social Relationship 

Guanxi as a main trait of Chinese social culture has caused much attention in recent years. 
It has been described as “a critical lubricating function in China” and the lifeblood of the 
Chinese community (Gold et al., 2002; Ordóñez de Pablos, 2005). Generally it means so-
cial relationship, which is established on mutual interests and benefits through reciprocal 
exchange of favours and mutual obligations (Yang 1994; Gold et al, 2002; Luo, 1997). In 
this meaning, people involved in guanxi should be ready for obligations to their partners 
meanwhile enjoying their benefits (Ordóñez de Pablos, 2005).  

Due to cultural and language differences, people coming from Western countries often find 
it difficult to start a business in China. Developing a proper guanxi can help foreign com-
panies to get familiar with their Chinese partners’ business culture, exchange information 
proactively and thus reduce the risk level (Lee et al. 2001). Researchers have found many 
benefits through guanxi including preferential treatment in dealings (e.g. tax concessions), 
preferential access to limited resources (e.g. import license applications, securing land, elec-
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tricity and raw materials), increased accessibility to controlled information (e.g. market 
trends, government policies, import regulations and business opportunities) and building 
up the company’s reputation and image (Lee et al., 2001; Davies et al. 1995; Wong & 
Leung, 2001). The right guanxi can increase the chance for success. Especially when facing 
allocation of scare resources, those who have the right guanxi always will be given priority.  

Although the importance of guanxi has been more and more realized by Westerners, the 
foreign penetration of the Chinese market is often described and perceived as frustrating 
because of lacking in an understanding of guanxi (Wong & Leung, 2001). According to 
Ordóñez de Pablos (2005), guanxi is established on guanxi bases, which refer to local-
ity/dialects, fictive kinship, kinship, work place, trade associations/social clubs and friend-
ship. For foreigners, work place, trade associations and friendship are usually the most suit-
able bases to build up guanxi. In addition, this will be achieved by an intermediary who is a 
mutual friend of both parties or by developing common interests, shared values and experi-
ences (Ordóñez de Pablos, 2005; Lee, et al. 2001). After guanxi is established, efforts 
should be made in order to sustain and maintain it. Researchers suggest several strategies for 
maintaining guanxi, which include tendering favours, nurturing long-term mutual benefits, 
cultivating personal connections, cultivating trust and developing multi-bases (Duo, 2005; 
Ordóñez de Pablos, 2005; Wong & Leung, 2001). 

In order to have the right understanding of guanxi, some of its related elements such as 
faces, renqing, and xinyong also need to be introduced. Gold (2002, p.166) defines face as: 

The respectability and/or deference which a person can claim for himself from 
others, by virtue of the relative position he occupies in his social network and the 
degree to which he is judged to have functioned adequately in that position as 
well as acceptably in his general conduct. 

Chinese people always regard maintaining and gaining face as being of extreme importance. 
People of high rank should always be given faces by their subordinates. Causing someone to 
loose face will bring you unexpected troubles, which may result in bad guanxi. Renqing refers 
to exchanges of favour, which brings a high degree of satisfaction to the exchange partners 
and thus enhances the relationship (Lee, 2001). Xinyong refers to “integrity, credibility, 
trustworthiness, or the reputation and character of a person. In business circles, xinyong re-
fers to a person’s credit rating” (Yang, 1994). Good xinyong can help to develop guanxi while 
good guanxi will also result in xinyong.  

Another important point in understanding guanxi is to distinguish it from relational ex-
change in the West. While there are several similarities between them, researchers also warn 
that westerners should not equal guanxi with relational exchange in the West. Such similari-
ties consider both having long-term perspectives and focusing on the relationship itself 
rather than on the single transaction. In both cases efforts are made in order to preserve the 
relationship, resolve conflicts in harmonious ways and engage in multi-dimensional roles 
rather than simple buying and selling (Lee et al., 2001). Guanxi differs from Western rela-
tions as it is based on reciprocal exchange of personalized care and favours. Personal affection 
and involvement would be the base of the relationship which will be further guided by moral 
and social norms. Implicit expectations of relationships in Guanxi would include enhance-
ment of social status, mutual protection and exchange of personal favours while Western re-
lations rely on explicit expectations. Western relations are mainly based on cost and benefits, 
economic and impersonal involvement using the law and rules as guiding principles. 
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2.1.2.7 Languages 

Language is the most common tool we use to communicate with each other in our daily 
life. We express our feelings and thoughts mostly by languages. It will constitute no prob-
lems when we communicate with people using the same language and sharing the same cul-
ture. However, misunderstandings and troubles may arise when we communicate with 
people of different languages and different cultures. 

On the one hand, problems arise from the diversity of languages. There exist thousands of 
languages in the world. Even within the same language, many words can have more than 
just one meaning. For example, the five hundred most-used words in the English language 
can have more than fourteen thousand meanings (Samovar et al., 2007). Hence, misunder-
standing may arise when communication partners can not get the real meaning of the 
words. In China mandarin is the Chinese official language while there are hundreds of dif-
ferent dialects within the country. Although English is mandatory from the primary school 
and there are more and more people learning English in China, English is still far from as 
popular as it is in Sweden. 

On the other hand, difficulties may increase due to different cultural backgrounds of com-
munication partners because language has close connections with culture. The world fa-
mous Italian Frederico Fellini said that: 

A different language is a different view of life. 

When speaking, people are always influenced by their own experiences and their cultures. 
In this context, the role of culture is emphasized in the process of communication. Samovar 
et al. (2007) states that culture greatly influences languages and determines largely the way 
people think and the way they ultimately speak. People from western countries such as 
Sweden generally use a direct language in their daily life. They often express directly what 
they think and what they feel. Samovar et al. (2007) characterizes such kind of language by 
bluntness, frankness and explicit expressions. However, the situation is the contrary in 
China. Chinese people usually avoid using direct languages especially when expressing their 
disagreement and dissatisfaction. They usually go roundabout to the point instead of get-
ting directly to the point. This way of expressing their feelings and thoughts can help 
achieve face-saving and maintain social harmony (Samovar et al., 2007). This is very im-
portant in China since bluntness and directness will not help solve problems but instead it 
will increase the risk of confrontation between communication partners. Thus, the guanxi 
will be destroyed and further relationship development will be impossible. So the ability to 
read between the lines is highly desirable when communicating with Chinese people (Ma, 
1996). 

The acquisition of intercultural communication abilities passes through three phases: 
awareness, knowledge and skills. Awareness is the recognition of an individual that he or 
she carries unique mental software as a result of their childhood and environment. Knowl-
edge follows upon awareness and if someone has to interact with another culture it is neces-
sary to learn the symbols of the other culture even if someone does not share the values of 
that culture. The skills develop upon the base of awareness and knowledge together with 
experience (Hofstede & Hofstede, 2005). Hence, getting to know the cultures of commu-
nication partners can help reduce misunderstanding since “language is more than a vehicle 
of communication; it teaches cultural lifestyle, ways of thinking and perceiving the world 
and different patterns of interactions” (Samovar et al., 2007). 
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Both within research and popular journals it has often been, naively though, assumed that 
management ideas are universal and not depending on the context and culture from where 
they derived. Though, in reality both theory and practice are culture-specific from which 
Hofstede & Hofstede (2005) clearly state that countries can learn from each other in an ef-
fective way both regarding management, organization and politics. However it is important 
to act both prudently and with judgments as nationality constrains rationality. 

2.1.3 Ownership Issues 

Out of the perspectives of China and its organizations and their performance, the owner-
ship structure is of utmost importance. The ownership structure has a significant impact on 
the efficiency and productivity as well as the financial performance of the companies. At 
present, the ownership structures of companies in China can be divided into two large 
categories: wholly Chinese-owned enterprises (WCOE) and foreign-invested enterprises 
(FIE). WCOE include state-owned enterprises (SOE), collectively-owned enterprises 
(COE) and privately-owned enterprises (POE). FIE include both wholly-owned foreign 
companies (WOF) and joint ventures where ownership is shared between the countries or 
parties involved. 

Before the economic reform in 1978, only state-owned enterprises and collectively-owned 
enterprises existed in China of which SOE accounted for 77.6 percent of industrial output 
(Anon, 2001). State-owned enterprises refer to ownership of the state as being all the peo-
ple (Pyke et al., 2000), represented by bureaucrats (Mar & Young, 2003) while collectively-
owned enterprises are owned by the workers rather than the people (Pyke et al., 2000). Jobs 
in SOEs are said to be “iron rice bowls”, which means that one would keep his job even if 
his performance was unsatisfying. The managers are chosen, not by their own ability but by 
political or other reasons. Thus, performances in SOEs are often poorly monitored and 
production efficiencies are low. Landry (2002) refer to a comparison between the inventory 
build-up in China’s state-owned enterprises and USA in the decade of the 90ties which 
showed that the average inventory build-up was 5.5 % of the GDP for China while the 
equivalent in USA averaged at 0.4 % of the GDP. This disproportionate inventory build-
up reflects a continuous production of low-quality goods within the state-owned enterprises 
and for which there is little or none demand. Taken the current pace of development with 
an increased amount of private-owned enterprises and economic growth these differences 
are now evening out rapidly. As a fact of the open-door policy, the ownership structures of 
Chinese companies are now more diversified. Many stated-owned companies including col-
lectively-owned companies have been restructured and privatized. More and more pri-
vately-owned companies emerge and according to Pyke et al. (2000) they generated 33 per-
cent of the GDP in 1998. Foreign companies are today also allowed to invest in China in 
form of both wholly foreign-owned and joint ventures. 

Researchers have made a lot of studies in order to find out the differences among different 
types of companies in China. A study conducted by Robb and Xie (2000) comparing 46 
manufacturing plants of FIEs and WCOEs in Beijing-Tianjin area found that FIEs and 
WCOEs have different competitive goals and practices. While both FIEs and WCOEs give 
priority to product reliability and customer service, FIEs are more stressful regarding the 
competition on delivery-on-time and WCOEs put emphasis on quality. The study shows 
that WCOEs are lagging behind FIEs in term of introduction of innovations and new 
products, lead time, delivery time, meeting customer due dates and matching the produc-
tion schedule and planning. It was explained that such difference is caused by the fact that 
FIEs have more automated production systems and employee training programmes, which 
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relates back to the FIEs bringing both state-of-the-art technology and somewhat sophisti-
cated work processes when entering and establishing in China. Pyke et al. (2002) surveyed 
120 manufacturing firms of FIEs and WCOEs in the Shanghai area regarding manufactur-
ing strategy, operations performance, manufacturing- and infrastructural decisions, im-
provement actions and new technologies. In this case the researchers found that there was a 
lack of significant differences among different types of company ownerships, apart from the 
fact that FIEs have more advanced manufacturing technologies than WCOEs. 

Millington et al. (2006) conducted a survey of 75 western manufacturing firms in East 
China and 167 separate supply relationship with different kinds of suppliers, which shows 
that the availability and performance of suppliers in China are different depending on the 
different ownership structures. While FIEs possess higher levels of capacity and commit-
ment, they do not perform better than POEs. In contrast, POEs are more willing to make 
investments in the production process and products in order to meet buyers’ requirements 
and more amenable to buyers’ control. Buyers, at the same time, also need to invest more 
in WCOEs especially in POEs in order to achieve high quality and train employees. It was 
further stated that SOEs have poor delivery performance, high rate of rejection and less 
commitment to buyers. 

Researches have shown different and sometimes quite contradictory results. This can by ex-
plained by the different business environments among Northeast, Southeast and Interior 
China (Robb & Xie, 2001) because the studies were carried out in different parts of China 
and thus at different stages of development. The different study dimensions and different 
methodologies adopted by the researchers may also contribute to the different conclusions. 
For example Pyke et al. (2002) used the method of self-reported estimates obtained within 
different ownership types, whereas the results of Millington et al. (2006) are based on the 
perceptions of buyers. 

2.1.4 Logistic profile of China 

The logistics industry in China is quite new and still underdeveloped compared with those 
in developed countries. It has created many problems and difficulties to the foreign compa-
nies who make investments in China as a reliable logistics system is an imperative condition 
for the distribution of products and services (Goh & Ling, 2003). As China’s economy de-
velops and foreign investments increase, the logistics infrastructure has difficulties to meet 
the ever-increasing demands. Aged infrastructure, archaic handling equipment and the lack 
of qualified logistics personnel have been identified as the main problems existing in the 
Chinese logistics system (Goh & Ling, 2003). Besides, inadequate communications infra-
structure, complicated and time-consuming customs procedures and the unavailability of 
logistics consulting services are also found to be the major barriers in China (Goh & Ling, 
2003; Carter et al., 1997). 

2.1.4.1 Transportation in China 

The transport industry was highly regulated and most of it was state-owned before China 
entered into the WTO. Thus, there still exist some problems such as lack of proper han-
dling equipment and trained workers when it comes to handle perishable or sensitive goods 
of high value. Further there is a lack of capacity for the handling of containerized shipments 
over land and a lack of sufficient information systems to track shipments (Wu, 2003). Es-
pecially within the rail transport, the rate of damage due to poor handling practice is rela-
tively high, which has been identified as a factor influencing the quality of the end product 
(Wu, 2003). In the road transport the rate of overloading is high and the truck mainte-
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nance standard is low. No single firm has the capacity to offer deliveries with full national 
coverage. In the water transport, problems such as inefficiency and low level services result 
from obsolete port infrastructure and equipment. Lack of professional expertise and quali-
fied workers also lead to high rate of damage compared with those in the development 
countries (Wu, 2003). In the air transport, the cargo capacity is low and the airport infra-
structure is underdeveloped. The air transportation procedures are too complicated (Goh & 
Ling, 2003). Besides, the non-standardized infrastructure and equipment cause many diffi-
culties when cargo is delivered by multimodal transport. Cargo has to be unloaded and re-
loaded when transferring from one mode of transports to another. The result would be in-
efficiency and damage of goods. 

The Chinese government has realised that China still lags behind the developed countries 
in respect of transportation infrastructure. Hence, great investments are being made in or-
der to keep up with the increasing demands. The main developments include capacity ex-
pansion, updated IT-systems and technology and improvements in infrastructure. A com-
parison among the different modes of transport in respect of their respective advantages, 
constraints and future development is provided in Appendix 4. 

2.1.4.2 Packaging  

Packaging is divided into two kinds: consumer packaging or interior packaging and indus-
trial or exterior packaging (Coyle et al., 2003). Consumer or interior packaging is mainly 
an issue of marketing, providing information and visibility to the customer who gets moti-
vated to purchase the product, while the exterior packaging protects and preserves the 
goods from being damaged during handling, storage and transportation throughout the en-
tire supply chain. Optimizing the packaging is of utmost importance in filling up empty 
spaces and voids and maximizing the unit loads in containers and other transport modes. 

Generally packaging design should take both functions into consideration. In the respect of 
the marketing function, packaging should be able to attract consumers’ attention and 
stimulate their desire to buy. Ampuero & Vila (2006) identified four elements, colour, ty-
pography, form and illustration, which can help to create differentiation in between prod-
ucts and to strengthen the individual identity of products. 

In the respect of the logistics function, packaging design should, first of all, reflect the func-
tion of the products’ protection, handling and storage facilitation. Packaging materials 
should be of primary concern because they play an important role in protecting the prod-
ucts. Improper use of packaging materials may cause damage in the warehouse and during 
transportation. Materials of high strength may be a good choice. However, such materials 
add considerable shipping weights and thus increase transportation costs (Coyle et al., 
2003). Besides, when designing proper packaging, factors such as correct amount and size, 
safety, minimal amount of waste, handleability and userfiendliness need to be taken into 
consideration (Olsmats & Dominic, 2003). 

In addition, the packaging design should not be limited within one company. It needs to 
extend the entire supply chain and incorporate the view, needs and demands of all the 
members in the entire supply chain in order to achieve the best result (Garcia et al., 2006). 

2.1.4.3 Customs 

The customs clearance processes are quite complicated in China. Companies need to go 
through a number of procedures in order to declare their goods. It often happens that cus-
toms officials can detain the cargo or issue fines just because of some immaterial mistakes. 
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The customs officials will not pay any attention to whether the cargo is needed in emer-
gency or not. In such a case a good and well established base of guanxi will be of help get-
ting the customs officials to release the cargo. Customs clearance time may vary from two 
days to two months depending on customs officials’ decision. An official can make arbitrary 
decisions to enforce an investigation or refuse declarations (Peng & Fang, 2000), which will 
prolong the clearance time and cause unnecessary troubles. 

However, the Chinese government is trying to take some measures in order to improve the 
customs clearance system. One improvement is to adopt an on-line clearance system in or-
der to speed up the clearance time and simplify the procedures (Goh & Ling, 2003). How-
ever, it will take time before the whole customs procedures can be totally computerized. 
Foreign companies still need to get familiar with the traditional clearance procedures in 
China. 

2.1.5 Economic Zones 

In generally, China can be divided into four main economic zones: Bohai economic rim, 
Yangtze delta, Pearl delta and mid-western and mid-eastern regions. These four zones have 
their own advantages and characteristics. Maps of the different economic zones are pro-
vided in Appendix 5. 

The Bohai economic rim, including the southern part of Liaoning, eastern part of Hebei, 
northern part of Shangdong, Beijing and Tianjin, is characterized by solid hi-tech indus-
tries with quite a number of scientific research institutions, education organizations and tal-
ented persons ranked top in the country (Chinese Development Zones, 2006). The capital 
city Beijing is included in this area, which shows its importance and advantages. As pointed 
out by Hähnel (2006) Swedish companies choose this area mainly due to the closeness to 
customers, the upcoming Olympic games and projects involved within as well as for the 
closeness to the public authorities. 

The Yangtze delta economic circle, including the economic area encircling the delta region at 
the mouth of Yangtze River, has the most convenient transportation systems in China and 
takes the lead in terms of economic growth, productivity and per capita income (Chinese 
Development Zones, 2006). Shanghai, the largest commercial city of China, is situated 
here. According to Hähnel (2006), 61% of Swedish companies in China have their offices 
here and 71% have set up their production in this region. The reasons for such preference 
is the closeness to the customers, easier and more transparent regulations, the large base of 
sub-suppliers, well developed infrastructure and the access to qualified labour as well as the 
dynamic business environment in this region (Hähnel, 2006). He also states that the com-
panies in this area are increasingly becoming as the production hub of Swedish companies. 
Such formation of a cluster creates a valuable network of Swedish firms in this particular 
region.  

The Pearl delta economic circle, covering the southern part of Guangdong, Hong Kong and 
Macao, is the largest and most rapidly developing hi-tech industry base in China. Its total 
output value in hi-tech industries ranks first in the nation and it accounts for 40 percent of 
the nation’s export in hi-tech products (News Guangdong, 2006). Its economic importance 
is only second to Yangtze delta economic circle with about 9.2% of China’s GDP (Chinese 
Government, 2006). The main reason for Swedish companies to choose this region is to 
source or produce (Hähnel, 2006).  
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The Mid-western and the Mid-eastern regions, covering 14 provinces in the middle of China, 
are the key area for development and construction of the Chinese government at present 
and in the long-term (Chinese Development Zones, 2006). Naturally, many special poli-
cies, such as preferential tariff and simplified application procedures are provided in order 
to attract more investments here. Besides that, these regions are rich in natural resources 
and the labour cost here is low in comparison with other regions. 

2.2 Supply Chain Strategy 

The emphasis on quality is thoroughly incorporated into the supply chain strategy context, 
even though there are few empirical studies comparing the quality management practices 
across the supply chain, to be found. According to Choi & Rungtusanatham (1999) most 
available literature covers final assemblers and first-tier suppliers within the automotive and 
electronics industries and not beyond. The fast development of the Western supply chains 
and the emphasise on reducing the supplier base in order to reduce lead time to market by 
the large MNEs has lead to a strategic development of third party logistics providers (3PL). 
According to Hertz and Alfredsson (2002) these 3PL providers develop depending on their 
ability to adapt to the customer and their general ability of problem solving. The 3PL pro-
viders with either high ability to solve problems or to adapt to the customer are developing 
advanced services and solutions for their customers of whom some might be related to the 
quality control processes prior to delivery to customers or to return- and reworking proc-
esses of defective goods. 

An increasing environmental complexity forces the companies to concentrate on the essen-
tial core business when designing, managing and controlling supply chains. It is not only 
important to optimize the elements, but they also need to be harmonized (Neher, 2005). 
Even though the holistic perspective from the raw material level to the end customer is a 
main characteristic of supply chain management many methods still focus on the enterprise 
or on parts of the system without bringing into consideration the relations in between. Out 
of an enterprise perspective the performance objectives of cost, speed, quality, flexibility 
and dependability are all interdependent. All of the performance objectives also have im-
pact on the external environment. The decision of either make-or-buy has an impact as in-
house made or outsourced supply may affect the performance objectives (Slack et al., 
2004). Any origins of quality deviations are normally easier to trace in-house and therefore 
improvements can also be more direct. Suppliers may have specialized knowledge and ex-
perience, but communication about quality problems is more difficult. The most important 
performance objective is the cost and also the reason behind the popularity of outsourcing 
and strives for economies-of-scale. The outsourcing of certain operations needs organiza-
tional efforts. Neher (2005) argues that a critical reflection concerning the special require-
ments of interorganizational management often is missing. One important requirement is a 
process organization spanning the entire supply chain. Further a successful supply chain 
strategy covers which products or services to be included, which partners and partnerships 
to be included, the plants and the stock as well as the planning and the control (Seuring, 
2003). 

2.2.1 Supply Chain Configurations 

Fisher (1997) was the first researcher to address a configurational approach to supply chain 
management. In his research he stresses the importance of fit between type of product and 
predictability of demand. Since then a number of researchers have developed the configura-
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tional approach to supply chains further. A later approach on supply chain configurations 
includes the two main strategic goals of either cost leadership or differentiation. 

An interpretation and comparison of the various configurational approaches presented in 
literature was made by Neher and consists of three cluster configurations as shown in Fig-
ure 2.2.1.1: 

• Lean – low uncertainty, high volume and a strategic cost orientation 
• Agile – high uncertainty, low volume and strategic differentiation 
• Leagile – hybrid of lean and agile 

 

Figure 2.2.1.1 Three types of Supply Chain Configuration Clusters (Neher, 2005) 

He further states that almost all supply chains consist of a certain combination of lean and 
agile parts. A typical example is the automotive supply chains adapting a build-to-order 
strategy with a lean approach upstream the supply chain and an agile approach downstream 
were a decoupling point separates the both. Such an approach will divide and develop the 
upstream supplier into four different groups depending on their operational span and their 
level of specialization and R&D knowledge (Hertz, 2006). A traditional part supplier will 
have limited number of operations and a high need for speed and flexibility, while a com-
ponent supplier will have an increased number of operations, an ability of sourcing from 
new technology resources and an ability of taking responsibility for the material and the 
planning as well as the control of production. Suppliers with a high level of specialization 
and R&D knowledge will develop into either specialist suppliers with responsibility for 
complete design of parts or systems, high manufacturing capability and R&D and design 
resources outsourced to a certain extent or system suppliers offering complete modules in-
cluding packaging, test and delivery to a limited number of core customers. Both materials 
management and R&D and design are of great importance. Both specialist and systems 
suppliers will preferentially need to be located close to the main assembler in order to 
achieve the efficiency, effectiveness and delivery accuracy aimed for when shortening the 
lead time to the end-customer. Danilovic & Winroth (forthcoming) have studied and ana-
lysed the case of a Swedish systems integrator producing larger vehicles aimed for materials 

Competitive Strategy 

low    Uncertainty    high 

Differentiation 

Cost Leader 

LeagileLeagileLeagileLeagile    
 

Modular 
Leagile 

LeanLeanLeanLean    
Lean 

Connected 
Efficient 

Riskhedging 
Physically Efficent 

Tight 
 

Volume 

low 

high 

AgileAgileAgileAgile    
    

Individual    
Responsive 

Market responsive 
Customized  

Agile 
Speed 

Innovative 
 



 Frame of Reference 

 21 

handling who were forced to rethink and change strategy as a result of a new business op-
portunity. In order to fulfil the requests of their customers they needed both shorter lead 
times and a more flexible organization. The customer requested that all finished vehicles 
were fully interchangeable using the same spare-parts. Further, the customer neither allows 
defective parts to be reworked but must be remanufactured nor do they accept that suppli-
ers are changed without the customer’s permission. In order to solve the issues three suppli-
ers relocated to a product supply centre located at the system integrator’s premises. Their 
intensive collaboration was supported and enabled by shared information technology giving 
all of them access to the strategic information. These strategic changes were approaches to 
manage the increasing levels of both complexity and uncertainty. The suppliers took on the 
responsibility for tasks as the inventory, quality control and testing meanwhile gaining in 
transparency towards the customer. The work focus has moved from control toward strate-
gic management and development were operators directly see the consequences of their ac-
tions. 

Above reasoning can be adapted into the complexity of a typical Chinese-European supply 
chain as described in Figure 2.2.1.2. Consumer goods as fashion, telecom apparel and 
computers are all high valuables with a rather short product life time and high demand un-
certainty. The product development phase is core competency of the enterprise and located 
close to the market while the manufacturing might be outsourced to China with lower pro-
duction cost as a main rationale. The time-to-market must be short and the goods are likely 
to be carried by air transport mode. More basic apparels, bulk material and parts with a low 
demand uncertainty will be carried by container at sea. In both cases the quality plays an 
important role and it is important that the factories are either in possession of state-of-the-
art technology or able to invest in such. Further the factories must be organized and operate 
according to a total quality management approach with a clear focus on the customers. In-
formation sharing of product specifications and customer needs and demands are of utmost 
importance in order to achieve the product quality level aimed at. Further the delivery qual-
ity must stress the importance of delivery accuracy of the right goods at the right place at 
the right time. 

Figure 2.2.1.2 A Chinese – European Supply Chain. Adapted from Cooper & 
Gardner (1997). 
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2.2.2 Supplier Relationship 

Subba Rao et al. (1997) refers to one major reason of problems with process- and product 
quality as being related to defective incoming supplies from sub-suppliers. Establishing 
good supplier relationship is likely to result in improved quality and delivery service as well 
as reduced costs. It will help to increase both effectiveness and efficiency and thus increase a 
company’s competitiveness (Kannan & Tan, 2006). Positive supplier relationship often 
starts with a proper process of supplier selection and can be measured in terms of intensity 
in the supplier integration. 

2.2.2.1 Supplier selection 

According to Kannan and Tan (2006) the supplier selection has a positive influence on the 
supplier relationship. However, supplier selection is not an easy task but a time consuming 
evaluation process (Bhutta & Huq, 2002). The process of supplier selection is highly com-
plex and needs to consider a great number of uncontrollable and unpredictable factors (Be-
vilacqua et al., 2006). Low price is no longer a determinant factor in choosing suppliers. 
Besides the tactical and operational factors such as quality, delivery and costs, companies 
are also more and more interested in strategic factors as long-term relationship and win-win 
outcome. Cebi and Bayraktar (2003) classify supplier selection criteria into the following 
four categories: 

• Logistics criterion: delivery lead time, supply lots, flexibility in changing the order 
and delivery of products in good condition 

• Technology criterion: capacity to meet the demand, involvement in formulating 
new products or developing the current products, improvement efforts in their 
products and processes and problem solving capability 

• Business criterion: reputation and position in the industry, financial strength, man-
agement skills and compatibility 

• Relationship criterion: easy communication, past experience and the competence of 
the sales representatives 

However, a company does not need all those criteria when selecting suppliers. Each com-
pany may have its preferences and choose the criteria according to its own situation. The 
selection criteria may vary according to a company’s buying conditions such as strategic 
partnerships, single versus multiple sourcing, buyers at different positions in the supply 
chain and purchase type (Kannan & Tan, 2006). In a comparative survey of buyers in dif-
ferent positions of an automotive supply chain, Choi and Hartley (1996) found that all 
members in the supply chain are concerned about consistency (quality and delivery), reli-
ability, relationship, flexibility, price and service while the assemblers were more concerned 
about technological capability and financial issues than indirect suppliers. According to 
Swift (1995) companies using single sourcing strategy are more interested in developing 
long-term relationships and thus more concerned with the total life cost of the product in-
stead of low initial prices, the technical support available and the reliability of the product 
while companies using multiple sourcing strategies put more importance on low price of 
products. Bennion and Redmond (1994) demonstrate that buyers of products destined for 
the industry focus on the features of the products instead of customers support services or 
price. Traditional purchasing methods are concentrating mainly on price and lack the stra-
tegic considerations (Bevilacqua et al., 2006). 
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2.2.2.2 Supplier Integration 

It can be recognized that an integration of all processes both internally in companies and 
within the whole supply chain is very important for a successful management of the supply 
chain. The intensity of supply chain integration is positively related with outcome measures 
such as product quality and delivery (Rosensweig et al. 2003). According to Boon-itt and 
Paul (2006), there are three dimensions in the supply chain integration: internal integra-
tion, supply integration and customer integration. These three dimensions are all inde-
pendent variables to predict the variance in company competitive capabilities such as prod-
uct quality, -innovation, -flexibility and -costs. Boon-itt and Paul (2006) also identify four 
environmental uncertainties; supply-, customer-, competitor- and technology uncertainty. 
The environmental uncertainty is antecedent of supply chain integration and contingency 
factors which can affect the relationship between supply chain integration and the competi-
tive capability of the company. The relationship between these factors is showed in Figure 
2.2.2.2.1 below. 

 

Figure 2.2.2.2.1 Integration, Uncertainty and capability in supply chain integration. 
Adapted from Boon-itt and Paul (2006). 

However, a focus on supply integration is needed as the research purpose is to find out the 
factors influencing Chinese suppliers’ process-, product- and delivery quality. According to 
Wagner (2003), supplier integration can be defined as: 

the combination of internal resources of the buying firm with the resources and 
capabilities of selected key suppliers through the meshing of intercompany busi-
ness processes to achieve a competitive advantage 

The intensity of supplier integration will increase if the supplier-buyer relationships are 
positive. Slack & Lewis (2001) identify a set of elements which can affect partnership rela-
tionships between suppliers and customers. 

At the heart of the partnership is the closeness in the relationships. The elements which in-
fluence the closeness in the relationships are divided into two sets. One is the attitudes with 
which the customer and supplier approach the relationship and the other is the actions 
which are undertaken by both parties. 
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• Closeness lies in the centre of the partnership. It reflexes the level of intimacy and 
understanding between the parties. Suppliers and customers get to know each other 
and exchange resources they need from each other. During this process, they de-
velop some kind of understanding between them and their relationship become 
closer. If everything goes on well, it will result in closeness of the relationship. 

• Trust of one party on the other party means that the first party will believe that the 
other party will not do anything detrimental against him. Trust is the basis for de-
veloping long-term relationship and will lead to closeness between parties. How-
ever, it will take some time before trust can be developed. Parties need to have a cer-
tain level of contacts with each other to ensure that they can take risk to trust their 
partners.  

• Sharing success is based on the belief that individual action will not achieve the same 
benefits as cooperation. And it is also important to discuss in advance how to share 
success. Such attitude will prevent parties from taking opportunistic behaviour and 
help to achieve win-win outcome. 

• Long-term expectations will be created through closeness and trust between parties. 
Long-term relationships will reduce the costs of changing partners frequently. 
Maintaining long-term relationship requires each party dedicate to their relation-
ships and will bring each party more benefits than short-term relationship. 

• Joint learning by sharing of valuable experience and knowledge in between. After 
having been in contact for some time, the partners have a certain level of trust with 
each other. They are willing to share their own knowledge and experience with each 
other in order to achieve common advantage.  

• Joint coordination of activities can help to reduce buffer and increase efficiency and 
effectiveness. Since customers are closer to the market, they usually play a key role 
in the coordination of activities. 

• Information transparency in the supply chain is important in order to ensure a trans-
parent and timely transfer of information. However, it is based on the level of trust 
between partners. Only if they believe that the information shared with their part-
ner will not be disclosed to others, partners are willing to share information espe-
cially those sensitive information with each other. Sufficient information sharing is 
important to achieve a harmonized partnership. 

• Joint product development is to involve the suppliers in product- and process devel-
opment (Sculli & Yeung, 2004). It is important to improve the supply quality and 
it can contribute to a good buyer-supplier relationship. Assisting supplier in im-
proving their production productivity can in turn help to improve product devel-
opment and increase the efficiency (Sculli & Yeung, 2004). 

Joint learning, joint coordination, information transparency and joint product develop-
ment is often enabled by proper technology. One such technology is virtual product devel-
opment. Halevi (1999) describes virtual manufacturing as the formation of small cross-
functional teams aiming at streamlining the development process. Computer aided design 
and manufacturing technology including tools as solid modelling, stress analysis, produc-
tion line simulation and factory run-time simulation are used for the purpose of improving 
product design, manufacturing process and the management of the same. Some tools are 
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based on the virtual reality principle based on a three-dimensional environment using com-
puterized control and simulating the real environment. Typical applications might be pro-
duction design and factory planning, virtual prototyping as well as training and educational 
applications. The development of a virtual system must emphasize to bridge and coordinate 
the gap between the perceptions of the software engineers and the real process. It must not 
be taken for granted that the software engineers know of all limitations and pitfalls applied 
to certain and specific cases. Operators downloading programs might have one idea about a 
program’s readiness while the software engineer remains with another idea. Communica-
tion and interpretation in between is a necessary must in order to design and build a robust 
approach towards a virtual product development process. 

2.3 Quality Management 

A key task to the management of operations should be to ensure that internal and external 
customers are provided with quality goods, though there is not any clear or agreed defini-
tion of what quality really means. 

Garvin (1984) categorized many of the existing definitions of quality into the five ap-
proaches of the transcendent, the manufacturing-based, the user-based, the product-based 
and the value-based approaches. The transcendent approach views quality as equal to supe-
rior excellence or the absolute best possible either in terms of the product’s or the service’s 
specification. The manufacturing-based approach deals with manufacturing product or 
providing services that are free from errors and conform to the design specification. The 
user-based approach is making sure that the product or service is fit for its purpose, thus 
both the adherence towards the specification and the appropriateness for the customers. A 
product-based approach regards quality as of precise and measurable characteristics that are 
required in order to achieve customer satisfaction. Finally the value-based approach builds 
on the manufacturing approach by defining quality in terms of cost and price, in other 
words quality should be perceived in relation to price. 

From the operation’s perspective quality mainly deals with conformance towards the cus-
tomers’ expectations. It is important to remember that individual customer’s have different 
expectations and experience leading to individual perceptions upon the delivery and use of 
the product. In order to really understand the quality, the customer expectations and the 
customer’s perceptions on performance should be linked and compared. This is far from a 
straightforward process as there are often not only one but several important gaps in be-
tween specifications, concepts, actual and communicated gaps (Slack et al., 2004). Thus 
quality should not be seen only as a function, but as something to be thoroughly incorpo-
rated and managed into the business processes of the company. 

The eight attributes of quality are given in Table 2.3.1. Not all of them are applicable in all 
cases but they serve as a useful tool for a firm to approach the subject of quality, which can 
rank the attributes in terms of importance for its customers. 

Table 2.3.1 Eight attributes of Product quality (Adapted from Garvin, 1987) 
______________________________________________________________________ 

Performance:Performance:Performance:Performance: the primary operating capabilities of a product 

Features:Features:Features:Features: refers to “bells and whistles” attributes which are aimed at adding value over or 
above the basic performance variables. 
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Reliability:Reliability:Reliability:Reliability: is to do with failure and is a facet important in all quality assessment but vital 
in cars 

ServiceabilityServiceabilityServiceabilityServiceability:::: the speed and competence of repair; ideally this is an attribute that might 
not be required often. Ease of serviceability is important and is linked to design quality 

Durability:Durability:Durability:Durability: will depend on the particular market as it is less of an issue in a high-tech mar-
ket of consumer goods than in a market of durable goods as the product life cycles are 
shorter than before  

Conformance:Conformance:Conformance:Conformance: this is the extent to which a product meets its specifications – weight, width 
and size are important features 

AestheticsAestheticsAestheticsAesthetics:::: this is a development of the features element and will not apply to every market 
– the subjective element is prominent here 

Perceived quality:Perceived quality:Perceived quality:Perceived quality: this is the overall perception that a person has, i.e. durability cannot be 
realized except over a period of time; perceived quality is the prior belief before purchase is 
made. 
 
Also the concept of total quality management (TQM) is useful. It is often described within 
literature, though there are few definitions of the concept. Behind the elements and parts of 
TQM are quality gurus such as Feigenbaum, Deming, Juran, Ishikawa, Taguchi and 
Crosby, though they were all consultants who made their living upon selling their own 
ideas, which in fact brings weakness into their quality concepts (Slack et al., 2004). There is 
a risk to create a conflict of interests in between analysing the companies’ organizations and 
the simplicity of creating simple prescriptions to be used by managers. Though, the same 
principles would not apply to the differences in organizational context as an assembly line 
would not comply with a petrochemical industry or a bank. 

Patton (2003), in his work on qualitative research and evaluation methods distinguishes 
quality control from quality enhancement. Quality control aims at identifying and measur-
ing the minimum acceptable results. Quality control requires clear, specific, standardized 
and measurable levels of acceptable results. Quality enhancement focuses on excellence or 
levels of attainment well beyond the minimums. Such excellence involves individualization 
and professional judgement that cannot and should not be standardized. 

2.3.1 The cornerstones of TQM 

Mainly based on the work of the previously mentioned gurus the term Total Quality Man-
agement is interpreted by Bergman & Klefsjö (2003) as  

a constant endeavour to fulfil, and preferably exceed, customer needs and expec-
tations at the lowest cost, by continuous improvement work, to which all in-
volved are committed, focusing on the processes in the organisation. 

In preference TQM should be regarded as a holistic approach, where values, methodologies 
and tools are combined in the quest of higher customer satisfaction meanwhile reducing the 
resource consumption. Halevi (1999) stress that the concept of TQM includes both goods 
and services, that the customer is either internal or external and that a customer does more 
than just accept delivery, Also the service and communication is included in the concept. 
Customer satisfaction leads to sales and cash flow. There is a shared consensus among qual-
ity researchers that both a TQM approach and the implementation must build upon a con-
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tinuous and consistent commitment by the top management of the company as well as to 
which extent they provide personal leadership (Deming, 1986; Juran, 1993). The TQM 
approach should rest on a culture based on the values presented in Figure 2.3.1.1. These 
values are interdependent and should interrelate in shaping the cornerstones of TQM. Each 
cornerstone should be supported by suitable methodologies and tools. 

 

Figure 2.3.1.1 The cornerstones to TQM (Bergman & Klefsjö, 2003). 

The organizational cultural change needed for the achievement of a significant break-
through in TQM is time consuming, according to Ishikawa (1985) at least six years is re-
quired in many cases. According to Brown (1996) many companies have failed in their 
quality approaches. A reason behind a failure is that the time horizon often is too short and 
depending on the short-term financial targets. 

Subba Rao et al. (1997) compared quality practices in India, China and Mexico and as a re-
sult of their research they stated that any company entering into a partnership in any of 
these countries should strive for top management commitment and pay greater attention to 
quality assurance, information analysis and planning systems. 

2.3.1.1 Customer Focus 

Focus on customers is a central aspect within the concept of TQM. Companies are getting 
cautiously aware of the fact that a lost customer will represent a lost lifetime of sales. Com-
panies are continuously striving for adding values to their customers and thus creating 
competitive advantage. A certain degree of role conflict and role ambiguity is expected, cer-
tainly depending on the hierarchy of the organization. The structural and cultural inertia of 
organizations might affect the quality perceived by the customers and responsive organiza-
tions must be more flat in their structure, with less hierarchy and more delegation and the 
ability to quickly react upon customer requests (Tushman & O’Reilly, 1996). 

Li et al. (2003) reports on production efficiency and government directive as drivers for 
TQM in China compared to the customer focus and market response being the drivers of 
western companies. This is believed to be a heritage of the planned economic system in 
which the downstream side of the supply chain was often neglected and left out. To some 
extent this is equally applied on the supply side. Li et al. (2003) also states that joint ven-
tures are fast adapters to process control factors. It is typical for them to use the best facili-
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ties available, further most of them will be relatively new and thus it is likely to find the 
most modern equipment in joint ventures. Many state owned enterprises are burdened by 
obsolete equipment and others might lack finances for investment in state-of-the-art tech-
nology, but they also seems to lag behind regarding people and methods. 

The importance of services such as transport and delivery quality is continuously increasing 
and the adaptability of creating new services for its customers is an important feature of the 
company’s competitive advantage. The concept of services is adding new features into the 
concept of TQM as services differ from products in several ways. According to Grönroos 
(2000) services are interactive performances where the customers continuously take part in 
the process and there is neither a pre-determined way of conducting service nor can it be 
tested in advance. Services will represent a high variability in between people and over the 
time sequence they are performed. Services cannot be stocked and they will be rather per-
ishable in their character, though no customer will ever forget the way they were treated. 
There will not be any transfer of ownership when service is conducted and all service will be 
intangible in their nature. Zeithaml et al. (1988) have thoroughly described the communi-
cation and control process in the delivery of service quality. According to them there are no 
less than five important gaps to be controlled in the communication process between the 
customer and the top management of the company, all of them of importance to the qual-
ity finally perceived by the customers. A model of the communication and control process 
and the five gaps is found in Appendix 6. 

2.3.1.2 Decisions based on facts 

Historically companies kept a lot of inspections control data within the companies. Though 
this data was rarely assessed as all actors in the supply chain were acting independently from 
each others and kept inventories, often in order to not risk having a shut down of the 
manufacturing. The TQM concept, however, relies upon such data getting both collected 
and thoroughly assessed by the use of a number of rather statistical methods such as control 
charts, Pareto diagrams, histograms, cause-and-effect diagrams, and stratification and scat-
ter plots. Also verbal information as opinions and feelings must be assessed, which could be 
done by the use of the seven management tools; affinity diagram, interrelation diagraph, 
tree diagram, matrix data analysis, activity network diagram, matrix diagram and process 
decision charts (Bergman & Klefsjö, 2003). Many firms are failing in their quality efforts 
resulting in abandoning them; however it is often related to not having measured quality 
sufficiently (Brown, 1996). 

The importance of product quality will be of utmost importance in the early stages of the 
product life cycle. Only approximately 10% of new products are successful on the market 
(Kotler, 2005). It could possibly be explained by not having had proceeded the launch 
without a thorough investigation of the customer needs and how much they are prepared to 
pay for the product. Failure could also relate to the company having had insufficient 
knowledge of the market prior to the release and thus having missed out on crucial factors 
with frequent recalls as result. Further the product development itself is a long and costly 
process within certain industries, biotechnology and pharmaceuticals would easily excess a 
development time of 15 years, before sufficiently tested, verified and validated and thus 
ready for the patent. At the stage when the product is reaching a certain maturity products 
will become more standardised and one design will dominate over the others. The devel-
opment will switch towards increasing of the quality and efficiency as well as lowering the 
costs of the manufacturing and delivery process. It is of utmost importance for a company 
to know its customers and its markets in order to be competitive in the market place 
(Brown, 1996). 
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2.3.1.3 Focus on processes 

Most activities can be regarded as processes or a set of interrelated activities being repeated 
over time. Both companies and supply chain are divided in a number of different types of 
processes such as main processes, support processes and management processes. All main 
processes are aimed at fulfilling the needs of external customers including improving the 
products and services performed by the company. The product development, the manufac-
turing, the marketing and the after market service process are examples of main processes. 
Support processes are internal to the company and are represented by processes as HR- 
human resources and maintenance processes. Management processes are aimed at making 
decisions on targets and strategies of the organization. Also revision processes are of man-
agement character. 

2.3.1.4 Continuous Improvement 

The external request for quality is continuously growing. New development of information 
technology offers increased possibilities for continuous improvements and creates new 
business opportunities. 

The concept of continuous improvements is funded upon the Plan – Do – Check – Act 
circle that was invented by Deming, one of the quality gurus. Even without the external 
pressure of continuous improvement it is often justified from a cost point of view, certainly 
as defect and low quality also incur other costs and disturbance. 

The basic role of continuous improvements refers to the fact that there is always a way of 
getting improved quality using less resource. The challenge is find out how. Continuous 
improvement adds benefits to employees, customers and company and is therefore pure 
win-win work. 

Li et al. (2003) states the importance of Chinese traditional cultures, especially the Confu-
cian systems, which value stability over change and is more or less static in orientation. The 
culture would then be an important obstacle for integration of the voice of the customer 
into the product from the design process to the manufacturing process. Many of the cul-
tural values and behaviour patterns that characterize the Confucian system also exist in 
Chinese state–owned enterprises (Jenner et al., 1998). The formal patterns of communica-
tion between people in a hierarchical structure are pinpointed as concept central to Confu-
cianism is that there are correct ways to act or to relate to others at each specific situation. If 
performed correctly the actions would reinforce a sense of humanity, dignity and respect 
for all parties involved in the interaction. The virtues of selflessness, interpersonal pacifism, 
poise and empathy for others are incorporated. 

2.3.1.5 Everybody’s’ commitment 

A successful quality work requires involvement of people, communication, delegation and 
training. Those who are given the chance of doing a good job and thus feel professional 
pride and who are recognized when having performed well will also be committed to their 
job. This will lead to improved product and process quality. Carlzon (1989) made valuable 
experience when transforming the Scandinavian Airlines System (SAS) in the 80 ties. His 
statement of there being 100 moments of truth in the interaction with customer has be-
come famous throughout the entire world. He further stated that one of the most impor-
tant needs to a person is to know and feel that she is needed and that when people are al-
lowed to take responsibility it will release resources that otherwise would not be available. A 
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person who has got the information can not escape from the responsibility but anyone who 
has not got the information can not take the responsibility. 

It is of utmost importance that vicious circles where top management lack confidence with 
employees are broken. Too much inspection and control risk de-motivating the employees 
in their work. The overall result will then be inferior to the expected. Such situations need 
to be transferred into good circles where top management is confident and responsibility 
and authority is delegated to motivated employees, which will improve the results (Berg-
man & Klefsjö, 2003). 

The Chinese tradition of “Guanxi” or focus on relations and hierarchical order might be an 
obstacle for everybody’s commitment towards quality as the workers would rather focus on 
the manager than on the customers. Again this is more apparent in state owned business 
than in joint ventures (Li et al., 2003). Neither Confucianism nor the Maoist Communist 
practice tended to suppress an open expression of ideas and opinions by any individual 
worker, between workers and certainly between workers and managers, which is then more 
or less totally alien to the joint collaborative effort of TQM and the common focus on 
maximizing customer value (Jenner et al., 1998). 

2.3.2 Quality Management in China 

In China, quality management has a long history (Juran, 1990a, 1990b). According to Ju-
ran China had an enviable reputation for the quality of their handcrafts as bronzeware, silks 
and porcelain in the past. However the ancient quality management was depending on the 
craftworker’s experiences and attitudes, and are not really adaptable on modern production 
based on division of labour. 

The development of quality management is closely linked to the development of Chinese 
economic system reforms, which in turn relates to political change and cultural and eco-
nomic developments. Chin et al. (2001) noted three phases of quality evolution in China; 
first the period influenced by the Russians which lasted from 1949 to 1956, the second re-
ferred to as the Chinese style, 1957-1977, and finally the third a transformational phase, 
1978-2000. In 1978 China entered into the world economic arena by the “open door” pol-
icy. A variety of quality related policies and regulation have been applied by the Chinese 
government since then, including a period of learning from the west phase, a total quality 
control stage and a quality certification stage (Li et al., 2003). Despite the efforts, some ma-
jor problems such as the remaining low level of production quality continue to hinder the 
progress. Further Li et al. (2003) refers to a general lack of appreciation of the quality regu-
lation. This is compounded by the short-term management and lack of strategy of many 
enterprises. 

2.3.3 Quality as Strategic Factor 

Historically quality performance has separated, and still is separating winners from losers at 
the market place. Though in order to compete at all in markets which are highly frag-
mented and volatile, a manufacturing firm must be strategic, focused and holistic in ap-
proach as shown in figure 2.3.3.1. These three factors will not guarantee for success by 
themselves. 
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Figure 2.3.3.1 The holistic, strategic and focused approach to quality (Brown, 1996) 

Quality has mainly developed in terms of strategic importance because of two interrelated 
factors, namely the number and the capabilities of new entrants into the market and the 
greater amount of choice that is offered to the customers. The fact that technology is both 
easier to access and more widespread among customers plays an important role. 

2.4 Research questions 

The frame of reference has brought forward that China is rapidly changing. The economy 
is booming and many foreign companies enter into China as large opportunities are offered 
from cheap labor and low raw material costs. There are large cultural differences applying 
to the business in China in comparison to the Western countries. The quality practices are 
developing and Chinese companies are increasingly aware of the importance of the custom-
ers and the suppliers, but still large differences occur in between the different regions of the 
company. 

The insights provided have tapered the purpose into a few more specific questions. In to-
day’s business life, quality is incorporated into the purchases and supply strategy. The de-
mands, changes and improvements need to be done fast and life cycles of products are 
shorter. There is a need to plan the entire life cycle from the beginning. Therefore another 
two questions will serve as further foundation in gathering the empirical data and for con-
ducting the later on analysis of the same. 

• How do companies handle customer demands in order to achieve a perception of 
high quality among their customers? 

• How is the information and communication transferred and how is the collabora-
tion perceived by the actively working in this process? 

Focused, in terms of:  

1. Targeting specific market segments  
2. Knowing customer requirements  
3. Specific areas of product and process improvements  
4. Focused plant areas for specific customers and/or products  

But production can also  be changed quickly to accommodate flexibility 

Holistic: everybody must be involved in 
continuous imporvemnet in every area 
and at all levels of the firm. This ap-
proach also includes suppliers and dis-
tributors in pursuing quality 

Strategic in terms of:  

1. Top Management involvement and 
commitment  

2. Ongoing improvement process for-
ever, rather than a quick-fix approach to 
cost reduction 

Focused 

Strategic Holistic 
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3 Methodology 
______________________________________________________________________ 

This chapter will present the methodology chosen for the research. It aims to justify the chosen 
approach to the thesis. 

The approach to this research represents the strategy of how to collect and interpret the re-
search data. A research approach can be either objectively scientific or more subjectively so-
cial (Maylor & Blackmon, 2005). Maylor and Blackmon (2005) state that the human be-
haviour significantly differs from the behaviour of natural phenomena and therefore a sub-
jectivist ontology often is more appropriate for business and management phenomena as. 
They also state that the research perspective of epistemology concerns what is and is not 
considered as knowledge in a field or in other words the fact that people’s opinions provide 
useful data to an ethnographer but not to a scientist for whom objective data is preferable. 

The goal of this thesis is not to explain, but to understand a phenomenon. This approach is 
best described by the epistemology of interpretivism based on a subjectivist ontology, which 
according to Maylor and Blackmon is a fairly mainstream epistemology for business and 
management researchers. The objective for interpretivism is to reach deep understanding of 
a specific situation from an unstructured starting point and a research process that is pre-
dominantly iterative, overlapping and messy. Qualitative research data rather than quantita-
tive is analysed mainly through intuition and based on different themes. 

3.1 Choice of Topic 

The authors have chosen the topic of this thesis as China as country, as one of the biggest 
populations worldwide and as a fast growing economy has an enormous impact on world-
wide society. The authors being a group of two students representing both cultures will in 
itself allow for deeper understanding, but with more and more companies sourcing or es-
tablishing business in China there is a growing interest in achieving knowledge on how they 
do to become successful. Word-of-mouth and rumours refer to Chinese products as of 
quality inferior to that of products produced in western countries. Is this the reality or not 
and how do purchasers and other people involved in the process interact regarding quality 
issues along the product flow. 

3.2 Choice of Method 

Research methods can be divided into qualitative or quantitative. Both qualitative and 
quantitative research methods give the researcher a better understanding of society and how 
different organizations and groups act in different situations (Holme & Solvang, 1997). 
There are trade offs in control and generalizability while choosing the method. A quantita-
tive research method uses a few variables and a large number of respondents in order to 
reach generalizability; while a qualitative research method uses few respondents but many 
variables in order to allow for deeper understanding (Maylor & Blackmon, 2005). The 
quantitative method is standardised and with numerical relations in between a number of 
characteristics. Further the quantitative method has a high degree of structure and control. 

In many cases the best research might be the result of triangulation, or a combination of 
both quantitative and qualitative methods (Patton, 2002). The choice of only one method 
risks delimiting the scope of the research and also the ability of contributing to the body of 
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knowledge. However, the final choice of approach has to be done by the researchers de-
pending on how their research question has been formulated and what the researchers want 
to achieve (Holme & Solvang, 1997). The time frame of this thesis does not allow both ap-
proaches. The problem of this thesis is not applicable to the quantitative method. 

Golicic et al. (2005) state that researchers within both logistics and supply chain manage-
ment are steeped in the positivist paradigm using mainly normative and quantitative meth-
ods. Though the business environment in which these scholars are located in is increasingly 
complex allowing for the use of qualitative methods in order to accurately describe, under-
stand and explain these complex phenomena. As the problem of this thesis closely relates to 
an increasingly complex business environment, a qualitative method is considered the best 
alternative for collection of empirical data and analysis of the same. The principle of infor-
mation gathering, using a qualitative method is closeness to the investigated phenomenon 
to gain a deep understanding for the situation of individuals, groups or organizations facing 
the phenomenon. Its allowance for flexibility is also a reason for choosing a qualitative 
method. 

3.2.1 Case study 

Yin (1994) refers to a case study as one of five major methods for handling research were 
the others are experiments, surveys, histories and archival analysis. He defines a case study 
as: 

An empirical enquiry that investigates a contemporary phenomenon within its 
real life context, especially when boundaries between phenomenon and context 
are not clearly evident. 

According to Maylor and Blackmon (2004) an experiment is probably the best choice to 
test hypotheses concerning cause-and-effect relationships. The purpose of this thesis is to 
study and analyse the interaction between Swedish buyer and Chinese supplier or partner 
regarding certain topics that are not directly related as cause-and-effect. Therefore experi-
ment is not appropriate for this study. 

The most familiar design of surveys is, according to Maylor and Blackmon (2004) the ques-
tionnaire. In survey studies data is normally collected from a larger population, consist of 
close-ended questions and designed for a quantitative analysis. In our case the aim is deep 
understanding of an interaction process regarding quality issues for which a survey study 
can not be used. 

According to Yin (1994) histories aim towards specific events. It would be not be appropri-
ate for studying an interaction process or an ongoing phenomenon as in our thesis. Archival 
analysis refers to the analysis of secondary data such as documents and other data already 
collected by someone else. Studying the interaction process between Swedish buyers and 
Chinese suppliers is not documented in such sense that any qualitative research could pos-
sibly be based upon it. 

Though, Maylor and Blackmon (2004) states that a case study is not a “pure” research 
method as data is likely to be collected from multiple sources and using several methods 
such as surveying, interviewing, participant observation and archival research. A case study 
is particularly useful when a limited and exploratory study is conducted as well as when the 
research problems are formulated in forms of “How” and “Why” (Maylor & Blackmon, 
2004). A case study allows for deep understanding and for construction of theory. In this 
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thesis an exploratory case study method and multiple case design is used allowing for deep 
understanding of the interaction process between the Swedish buyer and the Chinese sup-
plier. The case studied in this thesis refers to the interaction process between the buyer and 
the supplier rather than to a specific company. A number of companies are analysed in or-
der to find some generalisability in the findings regarding the interaction process. 

3.3 Data Collection 

The purpose of this thesis is to analyse the interaction process between Swedish buyers and 
Chinese manufacturers regarding quality issues. We aim at deeper understanding of the in-
teraction processes. The gathering of data is an important, crucial and vital task that re-
quires thought and planning in behind. Yin (1994) states six specific sources of evidence in 
data collection for a case study. All of them have strengths and weaknesses as shown in Ta-
ble 3.3.1. 

Table 3.3.1 Six Sources of Evidence and their Strengths and Weaknesses (Yin, 1994, p. 86) 

Source of evi-
dence 

Strengths Weaknesses 

Documenta-
tion 

- Stable and can be reviewed many times 
- Not created as a result of the case 
- Contains exact names, references and 
details of events 
- Wide coverage both in time, number of 
event and in settings 

- Retrieveability can be low 
- Biased selectivity: if collection is incomplete 
- Reporting bias: unknown bias of author 
- Access might be deliberately blocked 

Archival  
Records 

- Equal to documentation 
- Precise and quantitative 

- Equal to documentation 
- Accessibility due to privacy reasons 

Interviews - Targeted and focused directly on case 
study topic 
- Insightful and provides perceived casual 
inferences 

- Bias due to poorly constructed question-
naires 
-  Response bias 
-  Inaccuration due to poor recall 
- Reflexivity: Respondents gives what the in-
terviewer wants to hear 

Direct  
observations 

- Reality as covering events in real time 
- Contextual as covering the context of an 
event 

- Time consuming 
- Selectivity: unless broad coverage 
- Reflexivity: event may proceed differently 
because it is being observed 
- Cost: Hours needed by human observers 

Participant  
observation 

- Equal to direct observation 
- Insightful into interpersonal behaviours 
and motives 

- Equal to direct observation 
- Bias due to investigators’ manipulation of 
events 

Physical arte-
facts 

- Insightful into cultural features 
- Insightful into technical operations 

- Selectivity 
- Availability 

 

In the order to fulfil the purpose of this thesis the primary source of evidence is interviews. 
The secondary source of evidence is various documentation, such as annual reports and in-
formation retrieved from web pages. It will hardly be possible to find any archival records 
about the interaction process. The companies keep records of the financial transactions 
with reference to quality issues, but such records will neither be accessible nor is our pur-
pose to quantify the quality issues. Observations will be difficult to gather as the interaction 
process as such will consist of telephone calls, e-mails and various modes of communication 
that we will not be able to observe. 
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3.3.1 Interviews 

Interviews can be fully structured, unstructured or semi-structured (Holme & Solvang, 
1993; Wengraf, 2001). When conducting fully structured interviews the respondents 
should be asked exactly the same questions, in the same order and ideally by the same in-
terviewer. Ideally the interviewer’s behaviour should not vary in between the interviews. 
Semi-structured interviews allow for a high degree of improvisation to respondents answers. 
Wengraf (2001) states that semi-structured interviews often are seen as easier than fully 
structured ones. Mistakenly novice researchers often believe that semi-structured interviews 
need less preparation as there is no need to work questions out in advance. On the contrary 
they must be fully planned and worked out in advance in order to be successful, during the 
interview more creativity will be needed and afterwards more time for analysis and interpre-
tation will be needed. 

From a qualitative perspective it is often better that the researcher, during the interview, 
talks freely about the subject and leave the respondent to lead the conversation (Holme & 
Solvang, 1993). This is also the preferable situation in this research, but in order to ensure 
that all necessary data is collected from the interview we have chosen to semi structure the 
interviews. 

There are many ways of conducting an interview. Saunders et al. (2003) mention focus 
groups, by telephone or a face-to-face basis. They are not easy to rank in between, but 
many researchers consider interview by telephone or face-to-face as approaches of high va-
lidity (Saunders et al., 2003). The interaction process in between the interviewer and the 
interviewee in a face-to-face interview is likely to reveal feelings of informality and thereby 
increase the level of trust, which in its turn will lead to more honest and trustworthy an-
swers. Face-to-face interviews is the most suitable form of data collection in order to fulfil 
the purpose of this thesis, though time and distance to some respondents will not allow 
face-to-face interviews and instead telephone interviews will be used. All respondents are in-
terviewed one by one in order to avoid pressure and disturbance from colleagues and 
bosses. All interviews are tape recorded in order to not miss out on any important informa-
tion. 

An interview guide will help the authors designing the questions and framing the interview. 
All questions are open-ended questions allowing the respondent complete freedom in reply. 
Neither suggestion to the answer nor alternatives are given. The interview guide for this 
thesis is structured in different themes. The interview guides are provided in Appendices 1, 
2 and 3. 

Thomas (2004) recommends three principles that researchers should keep in mind when 
constructing questions for interviews and questionnaires. First a properly defined topic that 
is stated clear enough for the respondent to understand. Secondly a respondent should not 
be asked to give information that they do not have and finally the perspective should be 
specified. That enables so that each respondent gives the same kind of answer when answer-
ing the questions. In preference all questions should be pilot tested prior to conducting the 
interviews with the respondents taking part in the research. This will help clear whether the 
questions are comprehensive or not. It could be done by either letting a pilot sample of re-
spondents putting the questions into their own word and see if they understood as in-
tended or by having the respondents talk through the processes they are using for interpre-
tation and answer the question. Taken the purpose, research questions and time frame of 
this thesis the researchers have limited possibilities to pilot test the questions. 
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3.3.2 Choice of respondents 

The purpose of this research is to study and analyse the interaction between a Swedish buy-
ing company and a Chinese selling company regarding quality issues in the material flow. 
Either the Swedish company have strategically outsourced their manufacturing or source 
from a supplier in China. 

Purposeful sampling is according to Patton (2002) a common sample selection method. 
Following the purpose of the study he states that there are a number of different strategies 
behind the sampling. In our case we choose a maximum variation sampling or heterogene-
ity in between the companies selected which allows for capturing and describing the central 
themes cutting across a great deal of variation. Patton further states that a large variation in 
a small sample can be a weakness, but this specific selection method turns that into a 
strength as any common pattern emerging from large variation are of particular interest and 
value in capturing the central core of a phenomenon. We will be able to find any such pat-
terns out from cross case analysis of our samples.  

We have decided upon the following sample selection criteria; the complexity of the prod-
uct produced or sourced – a low complexity will require less interaction while a certain 
complexity will require more interaction, the company’s experience of China – either short-
term or long-term and finally the size of the company – a small and medium sized com-
pany will not have the same organization and resources as a large multinational company. 
The criterion for the respondents should be thorough participation in the interaction activi-
ties regarding quality issues. The number and the geographical location of the respondents 
are of importance to the time frame of the research, thus accessibility and timeliness for 
data collection and interviews should be considered when deciding on the amount of re-
spondents interviewed in a qualitative research (Maylor & Blackmon, 2005). According to 
Patton (2002) the sample size will not decide the validity, the purposefulness or the credi-
bility of a qualitative study. Instead it will depend on the richness of the information col-
lected, how it was collected and of the analytical skills of the researcher.  

Considering that the interest for China at present is extreme it is rather easy to find com-
panies with activities and relations in China, though there might be a bias to their experi-
ence as the phenomenon is rather new. Prior to selecting the companies the authors had 
many discussions about the topic with Chinese students. The Chinese students have wide 
networks and the ability to contribute with valuable information both about the topic and 
on practical examples. One source for finding suitable companies is the Swedish Trade 
Council who has a list of companies available from the website. A first step for the authors 
was to check that list in order to find companies located at acceptable distance from 
Jönköping. The authors also discussed the topic with representatives at the Swedish Trade 
Council. By this approach one company was selected and contacted. Selecting more com-
panies that have established a business in China by the help of the Swedish Trade Council 
was not consider appropriate as all cases will then be based on the same methodology. The 
second approach was to contact two of the regional entrepreneur associations in the 
neighbourhood of Jönköping. They were contacted either by telephone or by e-mail. From 
this approach two companies were chosen and contacted. From telephone contact with 
these customers we were tipped about another two companies with interesting characteris-
tics for the purpose of our study. Finally one company was selected as by personnel rela-
tions to one of the authors and the final one we were informed about by fellow students. 
All in all more companies than finally interviewed were contacted. As the topic is China it 
is logic enough that most respondents spend time in China. Therefore it proved difficult to 
set up the interviews within reasonable time in comparison to the time limit and frame of 
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this thesis. Taken the time period of the year many companies reported that they were busy 
also with the budget for the next coming year as well as sales and marketing kick off meet-
ings. The final cases, their characteristics and the respondents are presented in Table 
3.3.2.1. 

Table 3.3.2.1 Respondents participating in the study 

Case Characteristics Respondents  
A – Purchasing Manager in China Alpha - Medium complexity in prod-

ucts 
- Some years of experience 
- Medium-sized company 

B – Logistics Manager in Sweden 

C - Senior Purchaser in Sweden 
D - Logistics- and purchasing manager in 
Sweden 

Beta  - Low complexity in products 
-One-two years of experience 
-Medium-sized company 

E – Intermediary Agent 
Gamma - High complexity in products 

- Some years of experience 
- Small-sized company 

F – Managing Director and owner in Sweden 

Delta  - Low complexity in products 
- Some years experience 
- Medium-sized company 
 

G – Sales & Product Manager in Sweden 

Epsilon  - High complexity in products 
- Some years of experience 
- Small-sized company 

H – Managing Director 

 

As our intention is to interview also respondents from the Chinese company it is a neces-
sary must that the selected Swedish companies are willing to share information on contact 
coordinates. There is no guarantee for success to this matter in all cases, certainly as we are 
relying upon companies contributing with their time and effort upon their own will. As a 
matter of ethical reason all companies and respondents will maintain anonymous through-
out this thesis. The empirical data collected will not be of any such characteristic that any 
business secrets might be revealed. However certain respondents work with products and 
within industries that are both volatile, fast moving and sensitive. Further and as the inten-
tion is to interview both parties within the relation the secrecy might be perceived as a relief 
to the respondents during the interview itself. 

3.4 The Research’s Credibility – Validity and Reliability 

The major argument against the qualitative research method is that research performed ac-
cordingly often represents insufficient levels of reliability and validity (Thomas, 2004). 

Reliability is described as the ability of receiving the same findings if the study was repeated 
either by the same or another researcher, which could also be referred to as repeatability 
(Maylor & Blackmon, 2005). Absolute reliability is almost impossible to achieve with any 
research method, though it is especially difficult using a qualitative approach due to the 
sensibility for differences in people’s communication abilities, opinions and interpretations. 
In this thesis heterogeneity was important when sampling the companies. Though patterns 
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that are analysed to be common in between the cases can turn the heterogeneity into a 
strength and thus into reliability. One criticism is that no respondent represents a case of 
failure in China. Such cases can be hard to find as the willingness to answer such question 
risk to be low. That might be a risk for the reliability of the study. Another criticism is that 
it was difficult to find a company who had more than just a few years experience of busi-
ness with China. As relationships develop over time it would have been interesting to have 
such a respondent included in the empirical findings. 

According to Maylor & Blackmon (2005) validity refers to the extent to which the underly-
ing truth of the situation have been captured or how accurately the research has been con-
ducted in comparison with the chosen method. The aspects of validity contain both inter-
nal and external aspects. Internal validity concern the chosen theories’ relatedness to the 
purpose stated or whether they are adequate or not, while external validity includes the ap-
propriateness of the studied phenomena or whether the results apply beyond the specific 
situation (Thomas, 2004). Taken the importance and magnitude of the Chinese phenome-
non studied the external validity is good. Many companies are today involved in business 
with China and the results of this thesis would apply beyond the specific cases that have 
been studied. The chosen frame of reference is well related to the purpose stated and to the 
cross case analysis of the empirical part. Though few companies are yet in a position were 
they can state that they have long-term experience. As the complexity of the products being 
sourced varies and also matter to the level and extent of communication needed between 
the supplier and the buyer the validity of this thesis had increased if time and distance had 
allowed for direct observations into the manufacturing and product control processes. All 
respondents participating were given the chance to contribute to the validity of the thesis as 
all of them received an interpretation of the interview on which they could comment. 
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4 Empirical Findings 
______________________________________________________________________ 

This chapter will first briefly present the cases investigated and thereafter present the em-
pirical information collected in order to fulfil the purpose of this thesis. 

The primary data is taken from the conducted interviews unless stated otherwise the gen-
eral information and evidence about the cases and relations in this thesis have been ac-
quired or collected either from the annual reports or from the official web sites of the com-
panies. Upon request some companies wished to remain anonymous and therefore neither 
the names of the companies nor the names of the respondents will be revealed in this thesis. 
The companies and their supplier / partner relations will be referred to with neutral words 
and letters, such as Case Alpha and respondent A. 

4.1 Case Alpha 

Case Alpha concerns a group of companies that is Europe leading within its industry. The 
vision of the group is to create energy efficient lightning solutions contributing to an ergo-
nomically healthy environment at an international arena. Their business idea is to develop, 
manufacture and market lightning systems for both public environment and consumer in-
terior decorating purpose (Annual Report, Case Alpha, 2005). 

Their goal is further to be one of the leading global actors within its industry. They aim at 
staying as leader within the Nordic countries and as one of the top three leading companies 
in Europe. A profitable growth aims at increasing their customers’ satisfaction; increasing 
the equity for their share owners and positively contributing to the well-being of both em-
ployees and people and societies using their products (Annual Report Case Alpha, 2005). 

Further the company group all in all employ an approximate 1 500 people within the 
group. The group is represented by sales companies in Sweden, Norway, Denmark, Finland, 
Great Britain, Germany, Estonia, Russia and China. In 2005 their annual turnover was 1 
759 MSEK. 

The shape of the product structure of Alpha is what is normally referred to as “X”- shaped. 
As such many lightning solutions consist of a limited number of standard mechanical and 
electronic components that are then turned into a variety of design projects. The final 
lightning solutions are often in customized design of limited editions depending on what is 
popular at actual time. 

Respondent A is working as a purchasing manager. He is located in China since January 
2005 and will probably stay for at least three years. Prior to moving to China respondent A 
had some experience from purchasing in China, though always with an agent acting as an 
intermediary. Respondent B is working as a logistics manager in Sweden. He has been 
working with the company for three years. 

4.1.1 China and Supplier Selection 

Prior to investments in China the group made a feasibility study together with the Swedish 
Trade Council. 

There are three main reasons why the group has decided to enter the Chinese market, 
namely: 



 Empirical Findings 

 40 

• To benefit from the low production costs in China and manufacture for the Euro-
pean market and customers. 

• To source for their factories located at the European market. 

• To establish and build a sales and marketing organization for the Chinese market. 

The first two reasons are the main ones and also the most important for the future of case 
Alpha. The competition on the European market increase and there is a certain pressure on 
margins. The third reason is mainly experimental at the first phase. The aim is to explore 
and investigate the Chinese market. They are not yet sure whether their products are ap-
pealing to the Chinese customers or not. However taken the size of the population, the 
economic growth and the fast growing urbanization, the patterns of consumption are 
changing. Trying to establish a market and growing their sales in China is worth a try cer-
tainly as they now have the manufacturing unit there. 

Their operations started in December 2004 by the opening of a sales and administrative of-
fice in the Shanghai area. For their manufacturing unit, especially factors as electricity and 
infrastructure were of importance in order to avoid interruptions in supply and unplanned 
stand still of the manufacturing process. The final location and choice of establishing their 
manufacturing unit within the China – Singapore Suzhou Industrial Park was based on the 
results from the feasibility study. The industry park is a Singaporean venture. The location 
within such an industry park offers certain advantages and policies, such as reduced value 
added taxes. Their manufacturing operations started in early 2005. 

Suppliers and partners are evaluated the same way as in Europe; quality, cost level, infra-
structure, internal logistics, delivery performance and capability of manufacturing. Some 
Chinese suppliers are very good but the best ones also charge for their products and their 
services. For Alpha it is very important that the price level fits with the accepted cost level. 

Respondent A clearly states that they avoid state owned enterprises as much as possible. 
They are not perceived as being any good and they are neither efficient nor enough respon-
sive towards their customers. The perception of the private-owned firms is much higher 
than the perception of the state-owned. 

The Chinese culture and language has not been perceived as being of any problem or hassle 
during the initial establishment phase. However the administration filling in all applica-
tions necessary to set up the operations was hard, complicated and tiresome work. As the 
operations set up in China is a wholly-owned-foreign enterprise, the administration proved 
especially difficult. The wholly-owned-foreign enterprise as a license is a rather new one 
and not yet so common in China. It had probably an impact on the priority and time con-
sumed from the regulatory authority. 

There are four Swedish persons working within the Chinese operations, the managing di-
rector, the purchasing manager, the production manager and the technical manager. 

4.1.2 The process-, product- and delivery quality 

In this type of industry there is a fair amount of metal, wooden, plastic and electrical com-
ponents in the inbound logistics. The manufacturing process follows a project-based design 
and assembly-to-order strategy. Prior to design each project is thoroughly described with 
requirement specifications both regarding the components, the manufacturing and the final 
products. For each project a bill of components is produced, which is the base for purchas-
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ing and sourcing and thus within the responsibility of the purchasing manager. During the 
phase of design and prior to marketing all the products are test-manufactured in small 
batches. The technical manager is responsible for the specifications of the project as well as 
the test manufacturing. Samples are tested and evaluated according to a set of properties 
and factors decided within the company. Tests are mainly done within the company but 
sometimes samples are sent to another manufacturing unit for test and evaluation. The 
sample with the highest score from the testing sequence will set the standard for the full-
scale manufacturing of the product. The most basic products might be assembled-to-stock. 
The product portfolio is large and the demand varies depending on product segment and 
season. Further, some product segments might be affected by fashion or by the financial 
status of the building- and housing industries. If the rate of new construction is high there 
will also be a high demand of lightening solutions from Alpha. 

They are continuously moving products from the manufacturing in Sweden to the manu-
facturing in China. This is done step by step. Since the start of the manufacturing, certain 
easier product categories have been moved over to the Chinese facility. These products are 
under heavy competition on the European market and therefore there is also a high margin 
pressure on them. 

The unit in Sweden is connected to the server of the Chinese unit. Information such as 
product and project specifications and drawings are all uploaded on the server from Sweden 
and then downloaded by the responsible people in China. For the purpose of follow up on 
projects, schedules and potential problems they are having weekly video conferences in be-
tween China and Sweden. 

Repeatedly Respondent A refers to the fact that the quality should be the same. The same 
technology and processes are used within the manufacturing in China as within the manu-
facturing in Europe. The quality thinking should be incorporated into the processes. As 
they are still in the start-up phase it is perceived a bit early to talk about continuous im-
provements, but the whole start-up phase is a process of learning and building knowledge. 
Since the start-up of the manufacturing in China there has been a continuous stream of 
people coming over from Sweden and then mainly from the quality department. Their job 
has been to train and educate the people working in the factory. When they start a new 
project they send samples for testing either in Sweden or in another factory. However they 
have discovered that they need to have more inspection in China than in Sweden and 
therefore they have a least one extra inspector per work shift in comparison to Sweden. 

The packaging is sufficient in comparison with the value of the goods. The volume shipped 
to Europe amounts to an approximate two full 40’ containers per week. As the company is 
manufacturing in China they need to deal with customs themselves. The “book” account of 
the outgoing goods must match the incoming “book” account. The containers are shipped 
by sea freight. Occasionally, for rush orders and samples, air freight is used as transport 
mode. During the period they have been active in China the shipping from China and the 
receiving in Sweden has worked well. They do not have any problems or any issues regard-
ing quality upon arrival of the goods in Sweden. 

4.1.3 Communication, collaboration and the relationship 

The general communication and collaboration is very much facilitated by the fact that they 
both belong to the same group of companies. 
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As Respondent A is located in China he has daily contact with their suppliers both within 
China as well as with suppliers from abroad. Clearly both the presence and the placement 
in Shanghai area is a benefit to the company over in Sweden as it permits both fast and ex-
tensive travelling within the area. The presence permits both inspections at sight as well as a 
high problem solving ability. Within the Shanghai area they find a large variety of suppliers 
which are all fit for the needs of Alpha. In Europe the supplier base is rather narrow in 
comparison to China. 

The communication with the Chinese suppliers differs quite a lot from the communication 
with European suppliers. In Europe the suppliers are good in feedback and they also give 
clear answers. When there is any problem they will act proactively and tell it directly. In 
China the feedback is not so good and often one must guess what is meant and what has 
happened. The communication is more indirect and distant than in Europe. 

Respondent A expresses himself as: 

They are not so outspoken about the potential problems and avoid those types of 
questions. 

As it was described during the interview the Chinese market is extremely volatile and dy-
namic at the moment. You never know whether or not you will work together with the 
same suppliers from one week or month to the other. There are so many mergers, acquisi-
tions and movements going on at the same time that relations change continuously. There-
fore the relationships will not really develop more than to an arms-length distance. 

4.1.4 Respondents’ Evaluation 

The establishment and development of the Chinese operations has so far been both inter-
esting and challenging. For the establishment they have followed the feasibility study done 
together with the Swedish Trade Council.  

They have regarded the establishment phase as a learning period and are only small things 
that potentially could have been done differently. They are committed to their activities in 
China and will continue to develop their activities. 

4.2 Case Beta 

Case Beta is a manufacturer of interior shop fittings and concepts. They are an independent 
company within a group. Their vision is to develop and care long-term relationships within 
retail and specialist store chains. Their vision should be accomplished by acting close to the 
customer and its market. The group shall emphasize to offer total solutions were they are 
responsible for the whole chain from idea and design through the installation of the con-
cept. 

The goal of the group is to grow with 10% per year and keep their position as market 
leader at their home market, Scandinavia. Equally the group aim at develop and capturing 
market share at selected growing markets. Customer satisfaction shall be achieved by the 
creation and development of safety and trust by the competence, engagement and busi-
nessman ship that characterize the group. 

All in all they employ an approximate 880 people within the group. The home market of 
the group is Scandinavia and the Baltic States. Markets with priority are the Benelux coun-
tries and Central Europe while Great Britain, Russia and Poland are growth markets. The 
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group is represented by sales companies in Sweden, Norway, Denmark, Finland, Great 
Britain, Germany, Estonia, Russia and China. Strategic issues of concern and relevance of 
the entire group such as marketing, purchasing, accounting and finance are dealt by from 
the head office in Sweden. The group have independent companies with manufacturing, 
development, project management and concept sales in Sweden, Norway, Finland, Den-
mark, Lithuania, the Netherlands, Czech Republic and Ukraine. Separate unit with project 
management and purchasing functions are located in Estonia, Latvia and Russia. In the pe-
riod between 2001 and 2005 the group turnover have shown an incredible growth from 
673 MSEK to 1 269 MSEK (Annual Report, Case Beta, 2005). Beta is an independent 
company within the group. 

The shape of the product structure of Beta is what is normally referred to as “X”- shaped. 
As such many designs consist of a limited number of standard mechanical components 
made of wood, plastic or metal. The components are then turned into a variety of custom-
ized shop fittings. Their shop fittings are mainly produced to order but for larger concept 
orders to retail chains they produce to stock in order to fit the delivery schedule. 

Respondent C is working as a purchasing- and logistics manager in Sweden. He has been 
working with the company an approximately five months. Prior to his job at Beta he 
worked within purchase at a larger group within the home electronics industry. As that 
company ceased their manufacturing in Sweden and relocated to Poland he was offered to 
follow, but he was not interested in that. Respondent D is senior purchaser at Beta. He has 
been working within the purchasing function of Beta since five years. Both of them have 
experience of and from China. Respondent D travels regularly to China, at least two times 
per year and also when new project are developed and launched. Respondent E is acting as 
agent and intermediary in between Beta and their Chinese supplier. The intermediary agent 
has been helping companies sourcing from China since 1995. All in all, the agent has 100 
customers in Sweden and an approximate 20 suppliers in China. About five of them are 
major supplier and the biggest represent 80% of the agent’s business. The intermediary 
agent helps companies to source components, mainly made of metal, plastic or wood from 
China. In the case of Beta they source metal components. 

4.2.1 China and Supplier Selection 

When Beta started to source in China they started with the intermediary agent in between. 
Respondent E acts more or less as a member of Beta’s purchasing team. Beta has not got 
any people based in China. They are sourcing components from China since one and a half 
year back or in early 2005. 

The main reason behind their decision to source in China was the extreme price pressure 
from their customers, who also deliberately and outspoken asked Beta to start sourcing in 
China. In comparison with Sweden the manufacturing cost in China is about half the 
Swedish cost. As the competition is becoming harder and harder they need to continuously 
squeeze the cost in order to get their volumes. 

Beta has not invested any money in China. Everything they source in China is sourced 
from the Shanghai area. The agent helps with offers, quotations and requests as well as es-
tablishing the necessary contact. Respondent Beta sources from one of the intermediary 
agents suppliers. That supplier is a state-owned company with 7-10 workshops spread in 
the Shanghai area. Beta is sourcing from four of these ten workshops. The Chinese com-
pany is described as an overhead of engineers and then underneath workshops. Apparently 
the workshops are private-owned. 
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Recently Beta started to collaborate with a larger private-owned company but until now 
there are still no deliveries from this company. Respondent D has been to this company for 
visit and inspection of factories and samples twice. None of the respondents representing 
Beta reckon that there are no larger differences working with a state-owned company in 
comparison with a private-owned company neither regarding the collaboration or quality. 
Respondent E says that there are both good and bad examples of state-owned enterprises 
and of private-owned enterprises. The importance lies in the selection of the suppliers. The 
strength of the intermediary agent is the selection of suppliers in the supplier base and all 
the experience they have gathered over the years. 

4.2.2 The process-, product- and delivery quality 

Beta is mainly sourcing metal parts for interior shop fittings such as stands and hangers in 
China. The parts are all fairly simple products. Though, the parts are assembled together, 
this requires some precision and accuracy from the manufacturing process. According Re-
spondent E there is likely to be some hassle with the quality in the beginning of any rela-
tionship. 

Detailed drawings of the part to be produced are always sent to the suppliers. The drawings 
can create quite some discussions and often they need to send also assembly drawings in or-
der to improve the understanding of the part and how it will be used upon assembly. Apart 
from the drawings product specification with requirements are sent. It happens that the 
supplier wants to do changes and again the presence of the buyer is important. It is very 
important that changes are discussed upon, certainly as some shop fittings and stands are 
produced in larger series for retail chains. These shop fittings must be equal and look alike 
in all stores. 

Beta is familiar with the suppliers’ routines and working procedures from their visits and 
inspections in China. All suppliers must prove to Beta how they check the quality, how to 
test the quality and how the manufacturing process is done. The Chinese suppliers are very 
good in testing and checking. Especially in comparison with Sweden were the costs are so 
high that testing and checking often is saved upon. In China every piece is checked and 
everything is inspected. 

In general they do not have any concern about the Chinese sub-suppliers. Firstly they do 
not know the Chinese market and secondly it is up to the supplier to choose their suppliers 
in turn. In one case they told the supplier which supplier to use and that was in a case of 
power coating. 

Beta has decided as a company policy to visit their Chinese suppliers twice per year. This is 
a minimum and in case they have new project or new larger series they try to go there for 
the initial production and inspection of the first shipment. Every time they visit China they 
give the suppliers continuous training and education. It starts with the first product and 
then the suppliers learn how Beta think about the product and what the quality level 
should be. Mainly ocular inspection is applied in order to check conformance, consistency 
and perception of the parts. Also the measurements are checked. The Chinese suppliers be-
gin to do samples of new products for later on shipping to Sweden. Small samples would be 
shipped by air and then checked in Sweden. But Beta will go to China when it comes to a 
larger quantity or a new product. The Chinese supplier will bundle together product to be 
inspected at site by Beta during their next visit in China. 
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In most cases the supplier has good and even better ideas about the packaging in compari-
son to Beta. Upon visit to China they have had discussions about how to pack the goods in 
order to facilitate for the unloading in Sweden. Once, at an on-site inspection, there was a 
container ready for shipping. The packaging was not as good as in shipments prior to this 
one. The factory in concern had to repack the entire container before a re-inspection two 
days later. However you can never be sure that this was limited to only one occasion or 
whether it will happen again. On the other hand such things will happen also in Sweden, 
especially for rush deliveries when time is scarce. 

When the first shipment arrives to Sweden samples are taken out for inspection. But this 
concerns only the first inspection. In case there are any issues these are reverted back to the 
Chinese supplier. 

Delivery is not any trouble at all as all that part is outsourced to a TPL firm and thus there 
is no need for Beta to bother upon these things. All in all an approximate 50 containers 
have been imported this year. The lead time for delivery is ten weeks, four for manufactur-
ing and six for transportation. It is a long time, but all deliveries have been accurately deliv-
ered so far. In fact the Chinese supplier is the most accurate of all Beta’s suppliers, included 
the suppliers located in Sweden. 

4.2.3 Communication, collaboration and the relationship 

The main difference between Swedish and Chinese suppliers is that the Swedish suppliers 
know what Beta is doing. The Scandinavian market is not so big and in general the suppli-
ers are producing not only for Beta but also for their competitors. Therefore the supplier 
knows the parts and how they are used in the shop fittings. 

Whereas the Chinese suppliers do not know exactly their intentions and how products are 
used and thus they need to give them more details and drawings. Often there are many 
questions in return from the Chinese upon new offers. The long distance between Sweden 
and China often cause some difficulties if they are in Sweden, therefore the presence in 
China is very important, but it is impossible to go there every time. Today everything is go-
ing on very well. 

Out of the intermediary agents perspective the positive thing with China is the people and 
their professional skills and ability to work. He perceives the responsiveness of the Chinese 
as much better than the responsiveness of the people in the Eastern Europe. 

In general, Beta has had good and easy communication with Chinese suppliers, who also 
speak English. But sometimes problems and issues will arrive because the Chinese suppliers 
seem to have many of their own ideas on how things can be done. Sometimes these ideas 
are really good and then they are accepted by Beta. But when it comes to old products, they 
usually want suppliers to do exactly the same as they require. These products are bought by 
retail chains and must be exact. When drawings are really exact, you should also expect the 
supplier to do exactly according to the drawings. In the case of Beta they have asked the 
supplier to call before any changes that deviate from the drawings are to be made. The 
products from China need to be the same as those already in the markets. Thus, they usu-
ally require that the suppliers communicate with them and ask for their permission before 
any changes are made. In one case the supplier was not willing to buy a certain raw material 
as they found it to be too expensive and that created some hassle before they could agree 
upon the fact that Beta should decide whether the price of the raw material was to high or 
not. 
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The Chinese suppliers are good at solving problems. They may have many questions and 
need some help to solve problems. The willingness and ability of solving problem are very 
high. When comparing with Swedish companies, Respondent C thinks that Chinese sup-
pliers do it more quickly. In general, they always get direct answers from their Chinese sup-
pliers. But sometimes when they want better materials which may make the price higher, 
Chinese suppliers may have some hesitations. 

With respect to the Chinese culture Beta has only good experience so far. The agent is 
helping them out in many situations and they seem to have established some sort of rela-
tionship with the suppliers they work with so far. The experience has been pleasant so far 
and they are really enjoying working with a Chinese supplier. 

4.2.4 Respondents’ Evaluation 

The respondents are very positive about their future in China. They have recently started to 
cooperate with one new supplier on direct basis, but so far no deliveries have been made. 
From this year to next year they expect their Chinese business to grow between 40-50% 
and even more for the future. There are no plans to start any market activities in China. 

The intermediary agent is also positive about China. From their experience it is now evi-
dent that there are occasions when it is no longer profitable to source from China. The cur-
rency increase in value and salaries are increasing, but there are still regions that are less de-
veloped and therefore cheaper. He is actively sourcing for his customers in the Shanghai 
and the Guangdong provinces. The later one is more developed and there are more high 
tech products like electronic and mechanics. 

4.3 Case Gamma 

Case Gamma is an engineering company who designs, develops and manufactures cus-
tomerized industrials tools such as injection mould aimed for mould injection and die-
casting manufacturing processes. They deliver directly to the end-customer at a business-to 
–business basis. Their customers represent a wide variety of industries such as furniture, 
automotive, medical and white goods industries. A fair part of the tools are manufactured 
in their own workshop but they also source and buy from Asia. 

The company was founded in the sixties by the father of the current owner and managing 
director. The company is very small and there is only 12 employees in the company. They 
are located an approx. 80 km south of Jönköping in the Gnosjö area. Their annual turnover 
is around 20 MSEK and about half of the turnover represents the import of injection tools 
from China and other countries in Asia. 

Respondent E is Managing Director and owner of the company. He has taken over the 
company from his father who started the business in the 60ties. 

4.3.1 China and Supplier Selection 

Apart from their own work shops they are sourcing and buying industrial tools also from 
Asia. In the beginning of the 2000 Gamma’s customers started to put pressure on their 
prices. They demanded tools at lower prices than Gamma could currently offer and they 
were forced to consider import tools from other countries in order to not miss out on any 
business opportunities at the market place. They also wished to offer a complete range of 
industrial tools to their customers and sourcing from Asia and China was their only possi-
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bility to manage that. They have not used any agents or organizations for help with the 
process of entering China. As they are too small a company it would significantly reduce 
their margins and therefore they cannot afford to pay for any such help. They also find it 
important to do it their way and not doing what everyone else is doing. 

A first contact with an Asian supplier was taken at a trade fair in Germany. After the trade 
fair Respondent E bought a ticket and went to Asia in order to continue the discussions. As 
their customers were keen on putting pressure on the prices they were also willing to share 
information on potential supplier. Therefore Respondent E brought further information 
regarding another potential supplier with him when he travelled to Asia the first time. The 
initial discussion was good and they successfully grew the business. Gamma became satis-
fied both with quality and delivery accuracy. After some years China started to become 
popular and offered even more decreased prices so they had to investigate and explore also 
that market in order to fully satisfy their customers. Thanks to the involvement and activity 
with their Asian contacts they received the contact information to a potential supplier in 
Shenzhen. Shenzhen is located in the Guangdong province in the southern part of China. 
Since then they have increased the contact net and are now dealing with several suppliers in 
this area of China. Most of the suppliers are privately-owned companies. 

Since they started to work with China Respondent E has tried to increase his network of 
contacts mainly through the development of a network of personal contacts. It is important 
to try to go beyond trade fairs and other obvious sources of information. As people move 
around and change job and companies from time to time people also bring their contacts 
with them. The network of people increases over time, which is likely to have a positive 
impact on the business opportunities. At trade fairs there will be many companies finding 
the same information and the same supplier. In that way a part of the potential exclusivity 
to the opportunities is missed out on according to Respondent E. Missing out on such op-
portunities risk decreasing the competitive edge of Gamma. This is important as they aim 
and wish for offering their unique solutions to their customers. They have also been search-
ing suppliers in China over the Internet and as they are present on some export directories 
from trade fairs they are frequently contacted by potential suppliers in China. 

Gamma considers mainly two different criteria when looking for a new supplier in China. 
Firstly they want smaller firms with less knowledge and ability of speaking English as the 
contrary will have a significant impact on the price of the tools. Secondly the quality aspect 
is very important as the quality has to reach both the expectations of Gamma and their end 
customers. In case they are contacted by a Chinese supplier they normally make a price re-
quest and then if they are still of interest they are visited during the next visit to China. 

4.3.2 The process-, product- and delivery quality 

It takes time to build a well working relationship and in the initial phase it is common that 
the quality of the goods varies. There can be several shipments of goods perfectly fitting 
both the design and the specification and then suddenly there can be shipment of signifi-
cantly lower quality arriving. In general it is hard to adjust to these circumstances for any 
Swedish company as these things usually work very well in between Swedish and European 
companies. 

It is very important to be very clear in the communication with the Chinese supplier and 
almost exaggerate all issues. It is equally important to point these issues out over and over 
again. The most important thing when securing the quality is continuous communication. 
The entire process will work well in cases where the suppliers are responsive towards 
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Gamma as customer and taken that the supplier understand and manage to adapt to the 
requests and specification. For all new orders every issue needs to be remarked upon over 
and over again. 

As they have their own workshops they can also secure the quality towards the end cus-
tomer by using the workshop as a back up and adjust and modify potential issues or defec-
tives before the tool is delivered to the end customer. The fact that they have their own 
workshops is a large part of Gamma’s seriousness towards their customers. They can take 
the full responsibility for all tools manufactured in China as they have both the resources 
and the capability of performing changes. That is an important part of their customer ser-
vice and their competitive advantage both at the market place and for the after market ser-
vice to their customers. Pure office- and desk trading is not something that is considered 
honest among their customer base as they often rely upon good service agreements for the 
after market. The injection tools must not only work but they perform and deliver good 
quality goods in the production process of Gamma’s end customer. Therefore the end cus-
tomers rely on good and timely after market service from Gamma after the delivery and in-
stallation process. In case they are not they risk to shut down the entire production process 
at the customer and in such cases heavy costs and looses are involved. 

All tools are designed by using CAD software. The drawings and specifications are provided 
to the Chinese supplier. Normally also additional information on the purpose and use of 
the tools are provided. In some cases the supplier are not at all adjusted to designs and 
specifications. In such cases the suppliers often also have difficulties or lack of experience in 
dealing with customer demands and needs as well. In such cases the supplier tends to do 
things in their own way and in the way they have always done. It can sometimes be a hassle 
as the end customers sometimes have very specific demands. Such demands must be fol-
lowed, but sometimes they seem impossible to follow for the supplier or they are perhaps 
only unwilling to adapt to the specification. That type of issues can create some difficult 
discussions. It is often easier to reach an agreement when the final suggestion comes from 
the Chinese supplier. One way for Gamma to reach an agreement is to talk around the 
matter with slight changes to the specification. If they cannot come up with a solution on 
common ground there is another talk with some more changes before the final agreement is 
reached. In case they do not understand each other it is good to talk about something else 
or to talk around things in such a way that those things can be read between the lines and 
then return back to the initial discussion. It is very important not to make the Chinese 
supplier loose their face. 

Occasionally some issues have occurred regarding the deliveries and delays. It has been dif-
ficult to get clear answers on deliveries and sometimes the Chinese supplier will not admit 
that they are behind with their manufacturing schedule. It has created some hassles with 
some test runs of new tools that were not delivered in time. As test-runs were scheduled 
with the end-customers they were forced to cancel in the very last minute, which is embar-
rassing in the relations with the end-customers. In order to solve such problems Gamma 
has learnt to cope with this by adding buffering time to the delivery schedules. The tools 
are normally delivered to their workshop before being delivered to their end-customers. 
The normal transport mode is container by sea freight. In 2005 they imported almost 500 
dustomerized tools from China. 

4.3.3 Communication, collaboration and the relationship 

The language is not perceived as being of any trouble at all. There is always someone work-
ing with the supplier that speaks at least some English and that is then the person to talk to. 
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They communicate with the supplier by all means such as e-mail, fax and sometimes over 
telephone. 

The cultural differences in between the both countries are not believed to have any large 
impact, even though Respondent E notices a difference in between the first Asian country 
they were working with and China. Answers were more precise and timely in comparison 
with China. Another thing that differs in between China and the other country is in case of 
any discussion of compensation in regards to quality issues and delays. In China it plays an 
important role which party to raise the question of any such compensation. Cultural clashes 
are avoided by the use of common sense. Respondent E has stopped trying to influence the 
prices in case of any quality issues or similar matters. All such issues had better being dealt 
with in the future deal or at least in a way that is suggested by the Chinese. So in case of 
any issues with their end customers they always consult with the Chinese before suggesting 
a solution to the matter. 

Respondent E has had good help from the fact that he employed a person with more than 
twenty years experience of Asia a couple of years ago. That way he has learnt how to avoid 
many pitfalls and that the cultural differences must be accepted or it will not work out at all. 
Different situations require different solution and by experience Respondent E learns how 
to deal with various suppliers and various types of situations that can arise in the business 
with Chinese suppliers. With one supplier the personal chemistry did not match at all and 
thus created larger shortcomings in the communication in between the buyer and the sup-
plier. They had to end that relationship and instead find another supplier with whom they 
could work. 

In order to reach a good level of communication and develop the relationship it is very im-
portant to spend time together with the Chinese at their facilities in China. The best way to 
reach success is to learn how they do it and how their business is done and then try to 
partly adapt to their culture and way of doing business. Respondent E travels to China at 
least two times per year. 

4.3.4 Respondents’ Evaluation 

China will continue to be important for Gamma and they will try to increase the business 
in China. They are a small company and it is important to do everything step by step in-
stead of rushing into things. 

4.4 Case Delta 

Case Delta refers to one of Europe’s leading manufacturers of polyethylene stretch film and 
packaging material. Delta is one independent unit within a group consisting of four differ-
ent divisions namely the industrial, the stretch film division, the hygiene and the paper 
packaging. Except for the paper packaging all products manufactured within the group are 
made out of polyethylene resins (Annual Report, Case Delta, 2005). 

The mission of the company is to serve and support customers that share the belief in the 
power of saving costs. 

The company goal is to be the leading supplier in Europe of high quality stretch film for 
industrial applications. The company shall be perceived as the most trustworthy partner in 
the business. The company shall be the specialist that strengthens our mutual competitive-
ness through service, support, knowledge and long term commitments. 
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In general the product structure of this type of industry could be referred to as “T”-shaped 
with a limited amount of incoming components and additives mainly in the form of gran-
ules, liquids or compounds. The majority of the components are delivered in bulk. The 
manufacturing process will vary depending on the purpose and function of the products. 
Most products are either manufactured from a face-moulded cast or from a blown extru-
sion process. There is a wide variety of both standard and customized products in the out-
bound logistics. 

Respondent E works as a sales manager for the product segment recycling. He has worked 
with the company for more than 20 years and always within sales and marketing. He has 
been responsible for the contacts with China since the start. The reason for a sales manager 
to be responsible for import from China is that it concerns a finished product that is bun-
dled together with the products from Delta’s own manufacturing when sold to customers. 

4.4.1 China and Supplier Selection 

Delta has been buying products from China since 2002. Delta has not really entered into 
China as they are only buying a product and in a rather occasional pattern. 

The reason behind sourcing in China is the price. The competition and raw material prices 
increased in the early 2000 and Delta faced profitability problems within one product seg-
ment. The current capacity was getting old and either they had to invest for increasing effi-
ciency or source the product from China. The raw material cost has a large impact on the 
final price of the product and fluctuates over time according to the current oil price. There-
fore the raw material prices have evened out slightly between Asia and Europe since Delta 
started to buy this product from China. Today they basically source one product in China 
and offer that product as a low cost alternative together with their own product. 

When the competition increased in the early 2000 they got in touch with the Chinese 
Chamber of Commerce or perhaps the Consulate in Gothenburg. Respondent F does not 
clearly remember the instance. The contact did neither speak English nor Swedish and at 
first sight it seemed difficult to get in contact. Somehow he managed to explain that he 
wanted to buy plastic polyethylene bags or products from China. After a short time he re-
ceived a list with an approx. 30 companies of which ten seemed to offer the right product. 
From these ten, three were selected as and asked to send samples before the final selection 
was made. The main selection criteria were the price and the ability to communicate in 
English. The entire process took an approximate six months. 

The supplier is located somewhere at an approximate distance of 150 km north of Hong 
Kong in the Pearl River delta. Delta has not invested any money in China and they have 
not even been visiting the supplier in China. The main reason is the simplicity of the prod-
uct. 

4.4.2 The process-, product- and delivery quality 

There is hardly any interaction on quality at all. The product is very simple and requires 
only a product specification with dimensions and units per roll of sacs. The manufacturing 
process requires mainly an extruder, raw material and someone adjusting the equipment. 
The product is a simple plastic garbage bag made of HD polyethylene resins. There is no 
product development or any improvement goals set. Delta has asked fro other products to 
import, but the supplier seems very specialized on the simple plastic bag products. 
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When the first delivery arrived from China the product arrived in boxes of different sizes, 
though the number of plastic bags was correct inside each box. Delta was convinced that 
they had an agreement on the packaging and according to the samples provided. When ask-
ing the supplier about the circumstances the supplier returned with the two questions: 

-Did you order boxes of different sizes? 

-No 

-But did you then order with equal box sizes? 

What was taken for granted from Delta was not even important from the supplier’s side as 
long as the entire ordered product was shipped. That part was sorted as the brother of the 
owner to the Chinese supplier came to visit Sweden. They had a walk around the factory 
and the warehouse. All the handling equipment, such as forklifts and automatized ware-
house were shown. From that visit and onwards the customer’s perspective was better un-
derstood. It turned out that all handling was made manually in China. Today the packag-
ing and marking is equal, always the same and never missed upon. 

There was another accident in the beginning of their relationship as one container arrived 
with humid and slightly mouldy boxes. The product had taken on the smell and some 
samples were returned to China for inspection. According to the supplier there was no 
smell worse than the normal and the complaint was therefore denied. This remains a fright-
ening scenario for Delta as such product hardly can be sold at full price and therefore re-
quires the search of a suitable buyer. 

Another hassle relates to packaging and concerns the palletization. As everything is manu-
ally handled in China they could initially not get the goods on pallets. They tried but then 
there was a second hassle concerning the fumigation of the pallets which is needed in order 
to avoid the risk of bringing certain insects and bacteria into Sweden. Therefore they have 
decided to bring in the goods packed loosely into the containers and instead take the cost of 
unloading the container manually onto pallets upon arrival into the factory in Sweden. 

All goods are delivered free to Gothenburg harbour where the customs is cleared by Delta 
and money paid for the goods to the supplier. Approximately one container arrives per 
month. The lead time from Hong Kong is approximately 5-6 weeks and in the beginning it 
happened that they run out on product as deliveries were unpredictable. There can be a 
couple of weeks in deviation in between the requested delivery date and the actual delivery 
date. In order to manage the customer service they try to keep one container as a safety 
buffer. 

4.4.3 Communication, collaboration and the relationship 

Taken the simplicity of the product there is very little communication and interaction re-
garding the product itself. If there are any questions they are always answered within very 
short time. 

In general all communication is done either by fax or by e-mail. Occasionally the commu-
nication is done also by telephone. The Chinese supplier is not perceived as easy to handle 
or to cooperate with. Upon every new order they must restart from the previous order and 
negotiate the price, payment term and other issues. In one way the supplier is perceived as 
straightforward but in another as unpredictable. 
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Delta has had severe discussions with suppliers upon the anti-dumping tolls that were in-
troduced in the early 2006. The Chinese supplier was very frightened that the goods would 
end up in Gothenburg without being claimed for thanks to the price increase.  

4.4.4 Respondent’s Evaluation 

It is a bit difficult to know beforehand what will happen in the future. For now the price is 
about half the production cost and there is a demand form the market. As such there is po-
tential for growth, but meanwhile it is reasonable to believe that this type of product also 
will be affected quickly when the salaries in China increase or when the raw material prices 
evens out between China and Europe. 

A question mark regarding the quality and the mould issues remain. What if anything likes 
that ever happen again and the claim is turned down by the supplier. 

4.5 Case Epsilon 

Case Epsilon refers to a small trading company which was set up by two young students in 
2002. At that time, both of them were still studying in the university and they started their 
company in parallel with their studies. Although only two of them are working in the com-
pany until now, they are positive about the future and plan to hire people in order to meet 
the growing demand. The company is mainly run as a pure e-business (web shop) and the 
main market is within Sweden. They have a central warehouse and a service centre in 
Jönköping and a showroom in Stockholm where products are exhibited. 

The present products concern various types of scooters and spares and parts of scooters. 
They also trade scooter equipment such as helmets and locks. They plan to start trading 
also other products in the near future. As scooters are vehicles there are many parts, systems 
and functions on them that may require some aftermarket service in order to satisfy the cus-
tomers. Their idea is to provide good products with low price but without influencing ser-
vice and quality at the same time. So they import products directly from the factory, offer 
good mail- and telephone support and quick delivery of spares and parts. 

Respondent G is one of the two owners of the company. He did not have much knowledge 
about China before visiting the Canton fair the first time. His partner might know more 
since he studied in Hong Kong for one semester and then had opportunity to travel around 
in the Guangdong province. 

4.5.1 China and Supplier Selection 

The company began to cooperate with their Chinese supplier in 2004. There are several 
reasons for them to import from China: Firstly Respondents G’s partner studied in Hong 
Kong for one semester. According to G, it is the impetus for them to source in China. Sec-
ondly it is easy to deal with Chinese companies as they do not care about patents or regis-
tered trademarks. Everybody can copy whatever products and sell to anybody. When they 
go to Chinese manufacturers, they are not required to give the registered trade mark, which 
is impossible in Sweden. Even if one Chinese manufacturer refuses them, they can go to 
another manufacturer. This makes it easy for a small company to start a business. Finally 
the Chinese supplier can provide products at low price with the same quality. 

They mainly buy a large volume of products concerning scooter and motorcycles from one 
manufacturer in Jiangmen city in the Guangdong province. There are a lot of motorcycle 
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industries in that region of China. They are going to buy other things in the future but 
now they still focus on the products which are in the same industry and can be sold to-
gether with the scooters. Initially they found this manufacturer’s products in Sweden at an-
other distributor’s place. Altogether the Chinese supplier has about ten distributors in Swe-
den. There is a lack in marketing skills and they are not using any agents. In their opinion 
the scooters have decent quality and good price. So they checked up the contact informa-
tion on the Chinese supplier. Now, they work with the manufacturer in order to introduce 
and expand the Chinese products in the Swedish market. They are sort of building a brand 
of the products together with the after market service they offer. They think it is a good de-
cision since their customers get the same products with low price. 

The main reasons to choose Guangdong area are that there are a lot of motorcycle indus-
tries there and that it is more convenient to travel there via Hong Kong. Their Chinese 
manufacturer has been developing and growing all the time during the two years Epsilon 
has been working with them. When his partner went to China for two years ago, it was just 
a small factory. But now this manufacturer has become much bigger and increased the ca-
pacity with many new types of equipment. 

4.5.2 Process-, product and delivery quality 

In the beginning, Epsilon had problems concerning the colour of the scooters. For exam-
ple, they did not receive the exact colour which they ordered. Thus, now they are very care-
ful with the colour specifications. In order to solve this problem, they have colour books 
and also ask their manufacturer to provide the products according to the old orders. An-
other problem they got is concerning the batteries. The high quality batteries are very ex-
pensive so the manufacturer wants to buy the cheap ones in order to reduce the price. The 
manufacturer told Epsilon that he knew about the problem but he did not know how to 
deal with the problem because it would cost too much to have a better battery. The climate 
in Sweden is one reason behind the problems with the batteries. Another problem is the 
fuel, which often contain ethanol in Sweden. The fuel system on the scooter contains parts 
of rubber that are degenerated by the ethanol and therefore broke down. First it was hard 
to understand this problem, but they called some rubber producer in Sweden and found 
out that the rubber needs a certain treatment in order to withstand the ethanol fuel. Other 
issues are believed to do with the driver’s weight. Some mechanical parts might be under 
dimensioned for Swedish drivers and they might be hard to test in Chinese conditions. It is 
sometimes hard to determine which reason is valid for each specific occasion. 

According to Respondent G, they are clear about the manufacturer’s working process. Dur-
ing their last visit to China, they were shown around the factory. But they think that the 
manufacturer had shown them what did not happen every day because they could see that 
some testing equipment was never used before. However, that visit occurred right after the 
Canton fair so the manufacturer had visitors every day and surely had prepared their best 
side for visitors. So they would like to go there to see the normal process when there is 
chance. But they think they understand how the manufacturer work and where it goes 
wrong. Even though the manufacturer does a lot about the quality, he is still not so experi-
enced. Usually Epsilon sends digital pictures to the manufacturer in order to show and de-
scribe the problems. When problems occur, the manufacturer is willing to send the parts to 
Epsilon and they would try to fix the problem in Sweden. Sometimes they return defective 
pieces and parts to the supplier, who can in turn send to the sub-supplier. However, when 
the sub-supplier does some changes to the parts, these parts would be sent to them directly. 
The problem would be found only after they had used the parts for a while. Therefore it is 
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a long time between the cause in the production and the effect of the problem which is 
found when the scooter is used. The manufacturer does not test the scooters in the way 
they should be tested in Sweden. Since the manufacturer has the different thinking from 
Epsilon, they always try to show and describe how they think and what they want. It helps 
increase the transparency in between the end user and the manufacturer. Thus, they think 
if they could go to China more often, it will help the manufacturer to improve. 

No training programs are offered to the manufacturer so far. When there is something 
wrong Epsilon does not have anybody to blame because the manufacturer would say the 
problem was caused by the sub-suppliers. They want some specific persons to be responsi-
ble for a specific part so that there is someone to blame and talk to when there is something 
wrong. Although the manufacturer has shown them that all the parts get testing, they are 
aware that it is not always true. When something really goes wrong, the manufacturer’s ex-
planation is that it could happen. 

Epsilon is continuously working on the improvements. They do not have any benchmark 
so far. But they are going to gather the information in sort of a database, in order to deter-
mine what is the main problem and set a percentage for the rate of defectives on each prob-
lem area. The manufacturer wants to have statistics and numbers regarding the problem 
encountered. 

At present they do not have any influence over the sub-supplier. In future they would like 
to have the chance to choose the parts which they think have better quality. They could 
perhaps develop a brand of their own this way. But they are worried about the fact that if 
they get the improvements, their competitors would also benefit since the manufacturer 
also provide products to their competitors. Thus, they would probably just change some 
small parts in order to improve the quality of the scooters. At the same time, their Chinese 
manufacturer relies on them to make improvements about the products because they know 
much more about the Swedish and European market. If their customers have any opinions 
about the improvements, they will send it to their Chinese supplier. And it is also appreci-
ated by the supplier because the supplier always asks them for advice. But one problem is 
that Chinese and Swede have total different views about the design and the colour. 

Their aim of packaging is to keep the products from damaging. It is packaged in a steel 
cage with carton. They can choose between 50 or 100 scooters shipped in each container 
depending on how assembled and finished they want the scooters. They choose the scooters 
to be assembled as much as possible in China as one of their main business ideas are not 
touch the goods before sending it to the end customer. It is up to the supplier to make the 
packaging around the scooter in order to avoid damage during transportation. The prod-
ucts would be delivered to the customers in the same package as it is transported from 
China. The main transport mode from China is by ship and small parts by DHL and Pos-
ten. The administrative work is quite easy since they leave it to DHL to do everything con-
cerning the delivery documentation and customs clearance. Until now they have not met 
any problems concerning customs issue in China. 

Delivery problems occurred in summer this year since the manufacturer had got larger or-
ders than ever before and he did not differentiate among customers. The total capacity of 
the manufacturer is 30 000 scooters and they had 50 000 scooters in incoming orders. Ep-
silon’s initial idea on sending orders in such a pattern that one container arrived each 
month did not work out and they has a stock out on several models in May which is the 
most important month of the year. In the future they are going to order earlier and in lar-
ger quantities than last year in order to ensure the delivery accuracy. They also expect to 
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double the volume of scooters from last year’s 20 containers and the manufacturer is going 
to put emphasis on large-volume and long-term customers. Hence, they expect that the de-
livery problem will be solved. 

4.5.3 Communication, collaboration and the relationship 

They contact with China mainly by msn and mail, sometimes also by phone when it is ur-
gent. They think it is better to use msn and mail in order to check later. In general, there is 
no big obstacle during communication although the Chinese manufacturer’s English is 
poorer. But since Chinese is not so outspoken, problems will arise. According to Respon-
dent F, their Chinese supplier never says “no” but always says “yes” to anybody.  For exam-
ple, this summer the supplier said no problem to deliver timely but they got delayed ship-
ment instead. It is because the supplier gets more orders this year. However, the Chinese 
supplier would not say “no” directly. 

They go to China at least once a year but try to go there more often since they have bigger 
orders now and want to ensure everything is in order. And their supplier also prefers them 
to go there more often in order to establish the friendship between them, which Respon-
dent F thinks is different from Sweden. Until now they have good relationship with their 
supplier. Especially they have become bigger this year so their supplier regards them more 
serious. When they have some problems, the Chinese supplier would send the parts by air, 
which never happened before. 

According to Respondent G, Chinese think in the different way from Swede. The Chinese 
manufacturer is good at solving the problems in own way but not the way they like. But the 
problems are always solved and they can get timely answers from their supplier. Until now 
they do not perceive that they have had any real problematic issues with their Chinese sup-
pliers. 

4.5.4  Respondent’s Evaluation 

Respondent F thinks it is a right decision for them to go to China. They are optimistic 
about their cooperation with Chinese suppliers. In future, they will keep on buying from 
China and try to import other products from China. 

If they were to start today they are not sure that it would work. They found out that they 
were not exactly alone on idea to import scooters from China and today the competition is 
hard. Like ways they would not start with a showroom for scooters in Stockholm. Instead 
they would start with a warehouse and sell from there. They had such positive experience 
from the warehouse in Jönköping were they could sell as many as 15-20 scooters per day 
during peak season. When customer can decide and buy scooters direct their business seems 
to work a little bit like IKEA. 

4.6 Summary of Empirical Findings 

Table 4.6.1 will provide a short summary of the empirical findings from the cases studied. 
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Table 4.6.1 Summary of Empirical Findings 

 ALPHA  BETA  GAMMA DELTA  EPSILON 

Product  Low Complex-
ity 

Easy Assembly Complex Commodity Complex 

Experience  2 years 2 years 3 years 4 years 2 years 

Company size Medium Medium Small Medium Small 

Business in 
China 

Manufacturing Sourcing compo-
nents 

Sourcing Sourcing product Sourcing 
product 

Supplier Owner-
ship 

Privately-
owned 

State-owned and 
privately-owned 

Privately-
Owned 

Privately-owned or 
State-owned 

Privately-
owned  

Volume >100 contain-
ers /year 

50 contain-
ers/year 

Close to 500 
tools /year 

12 containers/year 20 contain-
ers / year 

Region in China Shanghai Shanghai Shenzhen Pearl River Delta Pearl River 
Delta 

People in China Yes No No No No 

Visits to China Regularly for 
education pur-
pose  

Minimum twice 
per year  

Regularly at 
least two 
times per 
year 

No Minimum 
once per year 

Relationship  Same com-
pany. 

Unreliable 
suppliers in 
China due to 
the volatile en-
vironment 

Developing 

Strong commit-
ment. 

Developing 

Well work-
ing with 
those who 
adapt on 
quality 

Arms-length 

“Fighting” on 
every order. 

Developing 

Continuous 
improve-
ment due to 
increased 
volume. 

Communication  Good 

Weekly project 
meetings 

Language is no 
problem 

Prompt an-
swers from 
suppliers in 
China 

Good 

Prompt answers 

A lot of questions 
on new things 

English is ok 

Good 

Difficult to 
get clear an-
swers some-
times 

Unreliable suppli-
ers 

Prompt answers 

Good 

Prompt an-
swers 

English is 
difficult by 
telephone, 
ok by e-mail 

Digital pho-
tos help 

Communication 
Technology 

E-mail, Fax, 
Phone, Server, 
CAD drawings 

E-mail, Fax, 
Phone, CAD 
drawings 

E-mail, Fax, 
Phone, 
CAD draw-
ings 

E-mail, Fax, 
Phone 

E-mail, Fax, 
Phone, Digi-
tal Camera 
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 ALPHA  BETA  GAMMA DELTA  EPSILON 

Quality Should be 
same as in 
Sweden. 

Incorporated 
into the proc-
esses. 

Should be same 
as in Sweden. 

Reading drawings 
can be an issue 

Must be ac-
cording to 
expectations 
or customers 
will not 
touch the 
goods 

Not really an issue. It is a vehicle 
and things 
can and do 
happen. 

Epsilon 
knows the 
market. 

Continu-
ously im-
proving by 
information 
sharing. 

Delivery accu-
racy 

On time On time 

10 weeks lead-
time 

Insecure 

Difficult 
with the test 
schedules 

Insecure 

Buffer is needed 

Insecure 

Improving 
when vol-
ume grows 

Earlier and 
larger orders 
are needed 
to avoid dis-
ruptions and 
stock out 

Buffer 
needed 

Packaging Decided inside 
company. 

Good taken 
the value of 
the goods 

Some smaller is-
sues.  

Generally good 
idea from sup-
plier. 

Some 
smaller  is-
sues 

Small issues on 
box sizes and 
mould. 

Generally good 
once agreed upon. 

Some 
smaller issues 

Good, espe-
cially the 
service on 
printed 
packaging 

Product Devel-
opment 

Within com-
pany 

Some as new pro-
jects 

According 
to customer 
require-
ments 

None Influence on 
improve-
ments 

Evaluation Everything has 
worked out so 
far. 

Plan to increase 
50% 2007. 

Do it step 
by step. No 
rush. In-
creasing 
volume. 

Prices will increase 
in the next coming 
years. 

Increasing 
volume and 
developing 
brand 
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5 Analysis 

5.1 China and Business in general 

5.1.1 Entering China 

In all cases studied in this thesis the low level of costs is either the main reason or one of the 
main reasons for the companies to perform business in China. Cases Beta, Gamma and 
Delta have cited the low cost as being the main reason to source components in China al-
though the difference is that Beta and Gamma were outspokenly pushed by their customers 
while Delta made such decision by itself as the competition became harder in the market. 
According to Johnson et al. (2005) cost globalisation occurs when companies strive for 
economies-of-scale, increased sourcing efficiency or outsourcing of non-core activities.  

Johnson et al. (2005) point out that market globalisation will exist when customers have 
the similar need or taste for products. Apart from the main reasons of sourcing and manu-
facturing for Europe Alpha also realized the potential in the enormous market China repre-
sent and put it as one of their reasons to perform business in China. It is just an extra rea-
son since they are still uncertain about the Chinese market. However, it does not matter so 
much in their decision to enter China because the main reason is still the low cost. Thus, 
even if they can not succeed in the Chinese market, they still achieve their goal with the 
lowered production costs. 

Case Epsilon is a little bit different from other cases when comparing the reason to source 
in China. Although the cost is still an important factor, the fact that one of the owners of 
the company had the experience as an exchange student in China has contributed much to 
their choice of China as a sourcing country. The respondent mentioned that if they had 
had the experience of another low cost country, they would have had sourced in that coun-
try instead. 

The reasons for companies to go to China are clear and simple. However, the process of en-
tering China is not so easy because much difference exists between China and Sweden, 
which has been stated in the frame of reference. Beivilaqua et al. (2006) pointed out that 
the process of supplier selection is complex and time consuming as a number of uncontrol-
lable and unpredictable factors need to be considered. When analysing the empirical find-
ings we found that almost all of the respondents in our study were unfamiliar with China 
prior to the start of their business activities and did not have enough knowledge for them to 
understand the difference in between the two countries and how business differs. Hence, 
most of them began their business in China with an external help. Case Alpha made a fea-
sibility study together with the Swedish Trade Council in order to gather information such 
as the supplier market and the government policy. The feasibility study helped Alpha to 
take the proper decisions when setting up their production in China and when choosing 
the production location. Case Beta sourced the components in China through a Swedish 
agent in the beginning. As their respondents pointed out that they were not familiar with 
the Chinese supplier market and they needed help from others to enter China. Beta’s in-
termediary agent has more than ten years of experience and during that time they have de-
veloped relationships with their suppliers. Thanks to the experience many doors are open to 
the intermediary agent and that is also a large part of the agent’s business idea when he of-
fers his help to other companies. After one and a half years’ experience, Beta is now getting 
to know more about China and its culture and market. Now they even have selected an-
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other supplier all by themselves. Case Delta got the suppliers’ contact information from the 
Chinese Chamber of Commerce or perhaps the Consulate in Gothenburg. The respondent 
did not really remember which and it is sure that this initial contact no longer is involved in 
the business. Then they chose the supplier according to their criteria, price and language. 
The exceptions from the others are Cases Gamma and Epsilon. Epsilon began their busi-
ness in China all by themselves due to one of the owner’s experience in China while 
Gamma had found suppliers through trade fairs and by information from their customers. 
Since both Gamma and Epsilon are small companies working with scarce resources and low 
budgets this approach helped to reduce costs and save on expenses in the initial phase of in-
vestigation of the Chinese market. In case Gamma they seems to successfully having devel-
oped a network of contacts with whom they work and share information. 

In all cases they have followed all or part of the supplier selection criteria consisting of logis-
tics, technology, business and relationship criteria as stated by Cebi and Bayraktar (2003). 
The overall level of cost is, as already stated, the most important criteria. The technology 
should be compatible with the request of the Swedish buyer. The way of doing business dif-
fers but must work both for the Swedish buyer and the Chinese supplier. It is of utmost 
importance that the customers of the Swedish buyer have good perceptions of the goods 
from China. The perceptions of the goods are related to the quality and the value of the 
goods in relation to the price paid. In case the customers would not approve of the goods 
from China there would not really be any rationale for doing business in China for any of 
the respondents or in any of the cases. 

5.1.2 Location 

The importance of the choice of appropriate location for setting up production or sourcing 
components is stated by Cebi and Bayaktar (2003). The choice of location can greatly im-
pact the business performance in China since different regions in China have different 
kinds of natural resources, offer different kinds of government policies and exhibit different 
kinds of business environment. From the empirical findings we found that the companies 
in all the cases have either their own production activity in China or just sourcing compo-
nents or products from Chinese suppliers. The choice criterion of the location can differ 
between the cases and partly relates to the industry in which they are active. 

Case Alpha has its production in Suzhou Industrial Park, which is situated in Yangtze Delta 
Economic Circle. This industrial park is a Sino-Singapore joint venture and is managed in 
the same way as it would have been in Singapore. It can provide a good infrastructure and 
compatibility, free from problems and issues such as electricity shortages and -breaks, spe-
cial policies and supports, such as tax reduction. In addition, since it is near Shanghai, the 
biggest commercial city in China, there is a large cluster of suppliers here which will give 
more opportunities to choose appropriate suppliers and thus reduce the relevant logistics 
costs. For the companies setting up production in China, it can be a key factor to take the 
government policies into consideration when choosing the proper location for their pro-
duction. The relevant government preferential policies may vary in different parts of China. 
In order to encourage a certain industry or increase the development of a certain area, the 
Chinese government has offered duty free or taxation reduction in some areas. For example, 
the administrative fees and non-business fees have been repealed and the project examina-
tion procedures are simplified in Dalian ETDZ (Dalian ETDZ, 2006). In Free Trade 
Zones, foreign companies are exempted from value-added tax if they sell products within 
the free trade zones (Baoshui Ningbo China, 2006).    
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The other companies that were interviewed are just sourcing their products or components 
in China. Hence, they do not consider about any preferential policies when choosing the 
locations of their suppliers. Instead, they put emphasis on transportation conveniences and 
supplier clusters. For example, Case Epsilon chose suppliers in Pearl Delta Economic Circle 
because there is a large cluster of scooter and similar vehicle suppliers located in that area. 
The transportation from the Pearl Delta Economic Circle is convenient due to its prox-
imity to Hong Kong. Gamma got their initial contact in China with a supplier located in 
Shenzhen, which is also located in the Pearl River Economic Circle. Also in this industry is 
there a large base of suppliers located in this area of China. Case Beta chose Shanghai area 
because there are a large number of suppliers in their industry there. And Hähnel (2006) 
also pointed out in the SEB China Report, the majority Swedish companies prefer to set-
ting up their production or offices in Shanghai area because of the closeness to the clients, 
the transparency in the regulatory framework, the large base of sub-suppliers, the infrastruc-
ture, the access to qualified staff and the dynamic in this region. The presence of all Swed-
ish companies in Shanghai area is turning this area into the production hub of the Swedish 
companies (Hähnel, 2006). 

5.1.3 Logistics 

Packaging is one of the components related to logistics having an impact on the quality of 
the goods as it protects the goods during transit, meanwhile packaging is also a marketing 
tool as it used for providing the customer with information (Coyle et al., 2003). As such 
the packaging is part of the first impression that the final customer will get about the prod-
uct. Problems concerning packaging seem to be very common in the deliveries from Chi-
nese suppliers. Examples can be insufficient packaging, inferior packaging materials and 
improper sizes of the packaging. 

Case Delta was a typical example to meet quite a lot of package problems. In the beginning, 
the packaging was not of the same sizes, which Delta never expected to happen. However, 
the Chinese supplier had different views about packaging compared to Delta. The supplier 
took whatever packaging material that they found. According to the supplier Delta had not 
given a sufficient description and specification of the packaging which led to the problems. 
The second problem Delta met was that the products were contaminated during transpor-
tation but the supplier denied the claim and insisted that the products had no problems. 
The packaging was referred to as being within the normal specification of the supplier’s. 
The reasons might be that the packaging was not sufficient for preventing the products 
from contamination or the products were not suitably arranged during the transportation. 
It might also be reasonable to believe that the packaging material not was stocked in proper 
conditions at the supplier’s location prior to being sued and shipped on to Delta. The third 
problem concerned the palletization and the handling in the Swedish facility. However in 
respect to the obligatory fumigation of wooden pallets Delta decided to accept loosely-
packed shipment and then pack them into pallets upon arrival into their premises in Swe-
den. Since the day the packaging specification had been agreed upon by Delta and their 
supplier it has been thoroughly followed by the supplier. The fact that the Chinese supplier 
came to visit Delta’s premises in Sweden was of great help in this situation. 

The other companies that were interviewed in this thesis generally had good views about 
packaging. Although Case Beta had met inferior packaging once, the problem was solved 
quickly and properly. We found that these companies generally have good communication 
with their respective suppliers about packaging. They give their suppliers general specifica-
tion and leave the details to the suppliers. Beta even said that the Chinese suppliers have 
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better ideas about packaging than they have themselves. Beta has worked together with 
their supplier in order to facilitate the packaging of the products and the containers in such 
a way that the unloading in Sweden is facilitated. These improvements are well in accor-
dance with the statements of Olsmats and Dominic (2003) who stated the packaging 
should be designed in order to facilitate both handleability of the products and the user-
friendliness in doing so. Also Garcia et al. (2006) pointed out that the cooperation of all 
participants of the supply chain in order to reach the various demands existing in the pack-
aging. Referring to Epsilon they had some issues when sending the parcel to the end-
customer, but it related partly to the fact that the employees of their 3PL provider, DHL, 
were not really perceived as customer-friendly in the eyes of the end-customer. Historically 
DHL has mainly dealt with business-to-business parcels and therefore they are not used to 
dealing with end-customers. 

With reference to the importance of the unit load optimization of the containers as referred 
to by Coyle et al. (2003) Epsilon is a good example. When they put the unit load maximi-
zation in comparison with the marketing issues they decided request full assembly of the 
scooters already at the supplier’s premises in China. The level of assembly has a large im-
pact on the number of scooters fitting into the type of high-cube 40’ containers that is used 
for transportation to Sweden. However the final impact on the costs was significantly lower 
as a full assembly in China prevents them from touching the scooters before sending them 
to the end-customer. The parcel thus remains intact all the way from the supplier to the 
end-customer. Marketing issues such as, coloured and illustrated parcels as mentioned by 
Ampuero and Vila (2006) can be organized by the supplier of Epsilon and this even free of 
charge. That will of course be of great help in Epsilons decision of trying to build a brand. 

Although problems concerning customs clearance in China have been addressed by many 
researchers, the companies we interviewed have not had unpleasant experience in this re-
spect. In Alpha the customs issues are dealt with by its own logistics department. Since it is 
situated in the Industrial Park managed jointly by China and Singapore, Alpha is offered 
many services and supports which can facilitate their operation including customs issues. 
This industrial park is equipped with an independent customs and import and export dis-
tribution centre with the complete functions of “non-stop service” for declaration, inspec-
tion and dispatch and offering the flexibility in the arrival, clearance, inspection and decla-
ration of good (China-Singapore Industrial Park, 2006). It also adopts the electronic cus-
toms clearance system, which helps to standardize the declaration procedures.  The other 
companies all outsource customs clearance to the logistics companies. Since those logistics 
companies generally have good connections with customs bureaus, they can deal with cus-
toms issues more easily and smoothly. 

All companies interviewed use ocean transport for most of their shipments from China to 
Sweden and use air transport for urgent orders or small samples. Since Case Alpha and the 
suppliers of other companies interviewed are situated either in Yangtze Delta Economic 
Circle or Pearl Delta Economic Circle, they all perceive their transportation is relatively 
convenient due to the proximity to the large ocean port and the relatively good transporta-
tion infrastructure in these areas with well-developed networks of highways, railways, wa-
terways and airlines. 
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5.2 Supplier relationship, communication and collaboration 

5.2.1 Culture 

Analysing the cultural aspects according to the research of Hofstede and Hofstede (2005) 
indicates that all the cultural dimensions are present by some sense in all the cases repre-
sented in this thesis. The cultural dimensions are power distance, collectivism versus indi-
vidualism, feminism versus masculism, uncertainty avoidance and short-term versus long-
term orientation.  

5.2.1.1 Power Distance 

Both Alpha and Delta shows signs of what could be considered large power distance and 
probably related to their rather short-term view of their respective relationship. According 
to Hofstede and Hofstede the power distance in work situations mainly relates to the rela-
tionship between subordinates and their bosses. In most of the cases the main contact with 
the Chinese supplier occurs with either the owner or the managing director of the Chinese 
company and they would be presumed to have a very clear picture of the power distance and 
the power situation in each business relationship. In Alpha they frequently change supplier 
and they hardly develop any relationships and in Delta they continuously fight on price 
and delivery terms. In the cases of Beta and Epsilon the power distance is smaller. In Beta 
this probably relates to the impact of the intermediary as any issues or problems risk inter-
fering also with other business relationships. In Epsilon the power and the importance of 
the customer has increased as they have showed that they could grow the volumes and in-
crease the business. They are also a powerful source of information about customer satisfac-
tions and needs, which is needed for the development of the marketing skills of the Chinese 
supplier. Gamma is probably the case were the culture is most spoken of. It is perhaps re-
lated to the fact that they deliberately work with smaller Chinese suppliers. It is reasonable 
to believe that the overall cultural issues are present in smaller companies or at least more 
noticeable for foreigners when negotiating in business. Both Beta and Epsilon are fre-
quently communicating with their supplier which develops the relationships and decrease 
the power distance. Both Alpha and Epsilon mention that it is hard to get a no from the 
Chinese supplier. In Alpha the perception is that their suppliers never want to talk about 
any problems or issues and therefore they feel less informed and more insecure with their 
Chinese supplier than with their equivalent in Europe. In Beta they mention that the sup-
plier sometimes invents solutions on their own and that it is hard to get them to communi-
cate beforehand when changes are to take place. Gamma stresses the need of being diplo-
matic when dealing with the Chinese supplier. It is good to provide their wishes and the 
demands of their customers in such a way that the Chinese supplier can come with a sug-
gestion and solution without loosing their face. In all cases the differences in thinking be-
tween the both nations are mentioned, even though the culture as such is not directly re-
ported to be an issue.  

The relations and power distance inside the Chinese companies are difficult and in fact im-
possible to determine from our cases. There is likely to be extensive barriers for both parties 
regarding culture and language as regards the employees beyond the bosses in the Chinese 
companies. The English language in China is still far from being as popular as in Sweden 
and other western countries. As Samovar et al. (2007) further states the Chinese people and 
society are not as outspoken as the Western people and society. Ma (1996) pointed out that 
the ability to read between the lines was very important in China, which also corresponds 
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to some of the cases. Though, it could perhaps be expressed as that what is logic in China is 
not logic in the Western societies and vice versa. 

5.2.1.2 Collectivism and Individualism 

The dimension of collectivism and individualism can also be determined from the cases. 
Beta, Gamma and Epsilon are developing good relations with their suppliers. As volume 
grows in the case of Epsilon they are taken as a more serious player by the supplier. Both 
the buyer and the supplier are in the game together. There is a collectivist interest for both 
parties to maintain good relations and grow the business. The same counts for Beta, where 
it is sort of a win-win scenario for both parties. Drastic changes of the price and cost con-
text of the business are, though, not likely to allow any personal relationships to prevail 
over the task. Historically the collectivist view has concerned the importance of the personal 
relationship and the fact that this should prevail over the task, while in the Western coun-
tries the contrary would be the normal (Hofstede & Hofstede, 2005). In all cases their 
presence in China depend on what Johnson et al. (2005) refer to as cost globalisation. 
Apart from economies-of-scale and sourcing efficiencies there are country-related rationales 
as low cost for labour and a favourable exchange rate for the currency. The relevance of the 
collectivist – individualist perspective is likely to decrease as China develops as a country and 
society, though it will take time. The impact and the dependence on the Government will 
continue to decrease but on the other hand other collectivist groupings will develop 
(Hofstede & Hofstede, 2005). An interesting parallel could be the Industry Park that Alpha 
is located in. It is sort of a collectivist grouping where the “members” would benefit from 
reduced taxes and other policies. In particular Alpha refers to the electricity supply as being 
of extreme importance for their manufacturing facility. 

5.2.1.3 Short-term versus Long-term Orientation 

Instead of putting too much effort on analysing the dimension of uncertainty avoidance it is 
better to analyse the short-term versus long-term orientation in each case. According to 
Hofstede and Hofstede (2005) China has a very long history of long-term orientation. As the 
market opens up changes will occur but the global development with increased population 
and scarcity of resources will favour a long-term orientation in comparison with a short-term 
orientation. A long-term orientation and strategy is of importance to the quality and the in-
teraction that is needed in order to meet the demands and the need of the customer. The 
way things are done have an impact on the customers’ perceptions not only of the product 
but also the company. As one of the quality gurus, Ishikawa (1985), stated; it will take a 
long time to achieve a breakthrough of a total quality management approach inside a com-
pany, at least six years. Then it is also reasonable to believe that it will take a long time de-
veloping a good and well-working interaction in between two companies at remote distance 
and with cultural differences. Of all respondents interviewed it is only the intermediary 
agent of Beta that have that long experience and he also states that there are always some 
quality problems in the beginning of a relationship. Time, effort and communication will 
be the cure in order to improve quality and develop the relationship. Alpha and Beta are 
both having a long-term orientation regarding their activity in China. Particularly Alpha as 
they are manufacturing in China. The primary effort is to manufacture for the European 
market and to source for their European factories. A long-term effort relates to the potential 
development of business in mainland China as they have established a sales office in order 
to investigate and grow the market. As they have a wide supplier base to choose from in the 
Shanghai area, the development and increase of business in China would perhaps have a 
positive effect both for the selection of suppliers and for the development of good relations 
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with their suppliers. Beta’s intentions are also long-term; China will prevail as a country 
and region for strategic sourcing of components. Delta has a rather short-term orientation in 
their relation with the Chinese supplier and they are more or less prepared to drop the rela-
tion when the prices increase. As they deal with a commodity product they expect to be-
come more and more vulnerable as the costs increase in China and the raw material situa-
tion evens out between Asia and Europe. In Epsilon they have a long-term orientation not 
only concerning the volumes but certainly for their idea of building a brand of their own, 
which they could nurse and develop further in the Swedish market. The Chinese supplier 
has a long-term view on the relationship with the Epsilon as they are providing valuable in-
formation about the market place not only in Sweden but in entire Europe. The supplier 
produces this scooter mainly for export to Europe and there are several difficulties related to 
the product development. The Chinese context is not the same as the European context. 
The people are bigger and the climate differs. Any problem and issues risk being costly and 
as stated by Epsilon, it is a vehicle and there are a lot of things that can go wrong. The after 
market service is depending on good and long-term relations with the Chinese supplier, both 
in order to service the existing customers but also build a good reputation and thereby also 
the foundation for a future expansion and growth. 

5.2.1.4 Guanxi 

The importance of guanxi in Chinese relationships has been thoroughly investigated and 
described in the literature (Gold et al., 2002, Ordóñez de Pablos, 2005). Though, guanxi is 
not mentioned in any of the cases. As the Swedish companies deal mainly with the manager 
or the owner they are not likely to discover the guanxi inside the Chinese organization. A 
certain basic knowledge of China is of course also of relevance to discover the gaunxi. 
Surely, in today’s modern environment the cultural context is studied by both parties. Both 
parties are then partly prepared for differences in between the both ways of doing business, 
still culture matter a lot and to a great extent. In case a relation does not work changes will 
occur. As the intermediary of Beta expresses it, we are in it together and in case it did not 
work we would not be there. According to him culture has not been the reason behind any 
lost business opportunity or missed chances. Gamma refers to a case where the personal 
chemistry did not match and therefore the relation did not work. They had significant 
shortcoming sin the communication and the relationship could not continue. Alpha clearly 
states that they deliberately avoid state-owned enterprises as these are less efficient in com-
parison with privately-owned enterprises. A part of the lack of efficiency is probably related 
to guanxi and power distance between the bosses and their subordinates. The commitment 
toward the customer is lower in the state-owned companies than in the private-owned 
companies. It is confirmed by theory and previous investigation as by Pyke et al., (2000). 
Landry (2002) refer to the immense inventory build-up in state-owned companies and 
which he relates to low efficiency and production of goods for which there is little or no 
demand. The commitment towards the customer also relates to the theory of total quality 
management where Bergman and Klefsjö (2003) point out everybody’s commitment and 
customer focus as important cornerstones of the entire quality concept. 

5.2.2 Communication 

Thus, problems may arise if communicating partners have different mother tongues. Swed-
ish is the official language in Sweden while mandarin is the official language in China. 
Communication between Swedes and Chinese is often conducted in English, which is more 
popular in Sweden than in China. Among the respondents companies, two of them have 
found it difficult to communicate with Chinese in English while the others think language 
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constitutes no problem in communicating. Both Delta and Epsilon think communication 
in English via telephone can easily lead to misunderstanding but they agree that the prob-
lem can be solved if they communicate by writing. Thus, they avoid communicating by 
telephone as much as possible but use e-mail and fax as main communication means in-
stead. Epsilon also prefers to communicate by writing so that it can be checked later when 
necessary. However, Alpha, Beta and Gamma have a different opinion about languages. 
Neither of them regards the language as a problem during communication. They generally 
speak English with their Chinese suppliers and think the suppliers’ English is good enough 
for them to understand each other. In case Gamma it is actually specifically pointed out 
that the better the English knowledge of the Chinese supplier the higher the prices will be. 
They therefore deliberately look for smaller companies with lower skills in the English lan-
guage. 

However, communication is more than an issue of language. It also concerns the cultural 
lifestyles, ways of thinking and different patterns of interacting (Samovar et al., 2007). It 
can be said that culture has an enormous influence on communication. People often bring 
their own experience and cultural background into conversation. When people of the same 
culture communicate with each other, it will be much easier to abstract the meaning of the 
speaker. However, the situation becomes troublesome if people have different cultures 
(Samovar et al., 2007). Hence, to know communicating partners’ culture is quite impor-
tant, which can help to avoid misunderstanding.  

In our study, many respondents have the same feeling that it is difficult to know what the 
Chinese really mean. The respondents from Alpha stated that the Chinese supplier is not as 
outspoken as European suppliers and sometimes they need to guess what the Chinese sup-
plier means. The respondent from Epsilon said that the Chinese never say “no”. There is an 
incident about it. Epsilon asked the supplier if they could deliver the order on time and 
they got a positive answer. The supplier knew it was difficult since they got quite a lot of 
orders in their orderstock this year. It led to a delay in delivery this summer and effectively 
lost sales. The respondent from Beta also said that the Chinese always say “yes, yes” and it 
is hard to get them to say “no”. This is confirmed also by Gamma were they missed out on 
some test runs as they did not get clear confirmation upon deliveries from their Chinese 
suppliers. In other words, the respondents in general mean that the Chinese are not out-
spoken enough. But people who have certain knowledge of Chinese culture can easily un-
derstand why it happens and thus can understand the real meaning behind these words. 
This part is confirmed by Gamma who employed a person with long-term experience of 
dealing with China. That has been a great help in dealing with their Chinese suppliers. 
When they learn and know how to manage specific situations they can also communicate 
with manners that are more appropriate for the cultural differences. Gamma specifically 
mentions that it is easier to arrive to a final agreement if the final idea and suggestion is 
coming from the Chinese supplier. The discussion prior to the final agreement then needs 
to be formulated in such a way that the final solution is hidden in the communication and 
can be retrieved in between the lines by the supplier. This reflects the fact that communica-
tion can not be separated from culture. 

According to Samovar et al. (2007) China belongs to high context cultures in which people 
tend to use implicit, vague and indirect words, whereas Sweden is categorized into low con-
text in which people are used to expressing themselves in a more direct and explicit way. 
Samovar et al. (2007) explains that directness and bluntness is regarded by Chinese as being 
impolite and reflecting disregards for others which may lead to embarrassment and hurt 
feelings while indirect languages help to maintain social harmony and facilitate face-saving. 
They further state that the reason for the Chinese to reserve the use of yes or no is to ex-
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press respect for the feelings of others. Chinese and westerners use the words “yes” and “no” 
in a different way. According to Ma (1996), “to say yes for no or no for yes is largely a re-
flection of the indirect approach to communication, through which undesirable interper-
sonal consequences can be avoided”. Adapting and understanding these parts of the Chi-
nese will help to develop guanxi in the relationships with China. The importance of the 
guanxi is well described by Gold et al. (2003) and it is the lubricant in all relationships in 
China. 

Except the problems due to languages and cultures, communication with Chinese suppliers 
has been evaluated as “easy and good” by most of the respondents. They say that the Chi-
nese suppliers are good listeners and always respond quickly to their questions although it 
will take more time to explain their requirements compared with European suppliers. Prob-
lems can be solved in a satisfactory way if there is sufficient discussion. Only the respondent 
from Delta has a different view in this point. He thinks that the Chinese suppliers are not 
easy to cooperate with even if he agrees on the fact that the suppliers always give him timely 
answers. The process is described as troublesome since they need to negotiate about all de-
tails including prices, payments and delivery in every order even though it is the same sup-
plier. The respondent of Delta also mentions that they do not discuss about those issues 
which they take for granted and they do no have much communication due to the simplic-
ity of the products. However, according to the respondents from the other companies, 
communication is of utmost importance in doing business with the Chinese. Good com-
munication can help to avoid problem and further facilitate problem-solving. 

5.2.3 Relationship 

Being a collectivist culture, the Chinese put emphasis on the needs within the group and 

are more willing to cooperate with group members. Thus, the Chinese usually prefer to 

establish relationship before any commercial transactions are conducted, whereas West-

erners build a relationship if there are successful transactions between them (British 

Embasy in Beijing, 2006). The Chinese believe that they can trust on people with whom 

they have a certain relationship, which help to facilitate and conduct business. It refers 

to the development of gaunxi and xinyong, which is the integrity and the trustworthi-

ness of a person (Yang, 1994). A good xinyong help to develop the gaunxi. There is a 

parallel to the western theory as Slack and Lewis (2001) refers to the development of 

trust as being one of the elements that will be of importance to the relationship and the 

development of the same. Trust will also impact the closeness and then effectively also 

how smooth the interaction process in the relationship will be. Trust and closeness in 

the relationship create an environment in which change and improvement on quality 

will be quicker than in relationships based on arms-length relationships. The respondent 

from Epsilon mentions that their supplier prefers them to go to China more often in or-

der to cultivate the friendship between them. He thinks that it is quite different from 

Sweden. In addition, their relationship with the supplier is becoming closer as their vol-

ume increases. Another part mentioned by Slack and Lewis (2001) refers to the joint 

learning which in Epsilon’s case is indeed mutual as the Chinese supplier realise on the 

knowledge of Epsilon. It has given more convenience and facilitation to them. For ex-

ample, the supplier would deliver the parts by air to them if any problems occur, which 

never happened before. 

When it comes to the overview of the relationships with their Chinese suppliers, the re-

spondents from Beta are quite satisfied in this point. They mention that they personally 
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like the Chinese and have only pleasant experience so far. The respondents from Alpha 

think that there is no problem in their relationship with the suppliers. However, due to 

the volatile and dynamic supplier markets in China, it is hard for them to achieve long-

term relationship with their suppliers. This is part of the environmental uncertainty as 

referred to by Boon-Itt and Paul (2006) and which has an impact on the integration in 

the supply chain. Alpha does not really get the chance to develop relationships with 

their suppliers. Delta has got difficulties in their supplier relationship. The respondent 

from Delta said that it is hard to communicate or cooperate with Chinese suppliers. 

They have got many conflicts in their contacts with the suppliers. 

In China’s context, supplier relationship should take into account the ownership of sup-

pliers. As we mentioned in the frame of reference, companies in China can be state-

owned, privately-owned or foreign-invested. In our study, the suppliers of the compa-

nies interviewed are either state-owned or privately-owned. No foreign-invested com-

panies are concerned, apart from Alpha who owns their manufacturing facility in 

Suzhou. The respondent from Alpha has completely negative opinions of stated-owned 

companies. The respondents of Alpha describe this type of companies as inefficient and 

irresponsible while he gives privately-owned companies higher evaluation. However, 

the respondents from Beta think the opposite in this respect. According to Beta, there is 

no obvious difference between state-owned and privately-owned companies. Their sup-

pliers consist of both state-owned and privately-owned companies and they have re-

ceived an equal level of product quality, customer service and delivery performance 

from both types. Researchers also have different findings in this issue. Millington et al. 

(2006) and Robb & Xie (2000) have stated that the performance capability may vary 

depending on the ownership type of the suppliers. According to Millington et al. (2006), 

privately-owned companies are more willing to adapt to their customers’ needs. At the 

same time, it takes customers more time and resources in order to develop the perform-

ances of their suppliers of this type including quality control, training programs and 

process design. Thus, they suggest that privately-owned companies are more suitable 

for the customers who are going to develop long-term relationship with their suppliers. 

On the other hand, Pyke et al. (2002) conclude in their survey that there is no significant 

difference among various types of companies, which shares the same view as the re-

spondents from Beta. However, it was also pointed out that foreign-owned companies 

are more advanced than indigenous Chinese companies including both state-owned and 

privately-owned companies. 

Concerning the willingness of adapting, most of the respondents mention that their sup-

pliers are good listeners and respond quickly to their questions and requirements. Con-

cerning the issue of time, resources and manufacturing technology our respondents 

agree that it takes more time for them to explain their needs and help their suppliers to 

improve product design, product control and manufacturing processes. Since most of 

their suppliers are privately-owned, we can say that we share the views of Millington et 

al. (2006) about developing long-term relationship with privately-owned companies. 

5.3 Quality 

Patton (2003) distinguished quality control from quality enhancement. Quality enhance-
ment relies more on individualism and nuances of professional judgement while quality 
control relies on standardized statistical measures and benchmarks. From our empirical 
findings we find that the problems related to process-, product and delivery quality are 
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more a problem of communication than anything else. Thus it is more a question of quality 
enhancement and excellence than quality control. All the respondents of Alpha, Beta and 
Gamma say that the quality should be the same, whether the products are produced in 
Sweden or in China. In case Alpha they refer to having more inspection and control in 
their Chinese production than in their European production. What really matters is the 
presence of the buyer at the supplier’s premise in China and the interaction process be-
tween the buyer and the supplier. A holistic approach is of importance according to the 
quality strategy of Brown (1996). The more a supplier knows about the customer’s cus-
tomer and how the product and vice versa the easier it will be to achieve good perceptions 
from the end customers and thus customer satisfaction. This is far from a strightforward 
process and requires a lot of time. Gamma says that they would never have been able to 
start sourcing their tools in China unless they had had support from some of their custom-
ers. In all company cases the people involved plays important roles and they are the glue 
that keep the machine together. It is not sufficient with only the product specification and 
the drawings but also continuous communication is needed. Delta is the exception in this 
study as their product is really a commodity of which there is little improvement to achieve. 
Without the communication they would not receive what they receive from the suppliers in 
China today. 

5.3.1 Process and product 

The complexity of the product determines what approach of operations and quality that is 
applied. In both the case of Beta and Delta the approach could be referred to what Garvin 
(1984) categorized as a manufacturing-based approach. In the cases of Alpha and Gamma 
the approach is more user-based as there is a functional purpose of their product. In all 
these cases the complexity of the products are limited and a well perceived quality can not 
be perceived as to difficult to achieve. The most important attribute of quality is according 
to Garvin (1987) the conformance which refers to conformity with specification of weight, 
width and size. In the case of Alpha attributes such as performance and reliability are im-
portant. There is also a relation to aesthetics as their products are used in interior decorat-
ing and with a functional purpose. In the case of Epsilon it is more of a value-based ap-
proach where quality is perceived in relation to the price. However the rather extensive af-
termarket service in the case of Epsilon emphasise a continuous improvement of the quality 
of the product as the product must perform according to the users’ expectations. As Slack et 
al. (2004) and Zeithaml et al. (1988) states such a service process is far from a straightfor-
ward as many gaps exists between the perceptions of the customer and the practice within 
the manufacturing. According to Garvin’s (1987) attributes of quality the important attrib-
utes in the case of Epsilon would be reliability as the vehicle must function and work when 
needed to, serviceability as repairs must be done promptly when needed, aesthetics as the 
subjective appeal of the product and perceived quality according to the customers’ expecta-
tions. Similarities occur with the steel tools in Gamma. 

According to the Bergman & Klefsjö (2003) the cornerstones of the TQM concept are cus-
tomer focus, managing through processes, sharing information, top management support 
and that the decisions are based on facts. All these important factors are closely related to 
the relationship. In all cases the period of working with China is relatively short and it is 
difficult to get a good picture of how things are actually working internally in the supplying 
company. Alpha is probably the case having the best control as they own their manufactur-
ing company in Suzhou. As such they are in control of their own manufacturing. From the 
initial face they have noticed that they needed more quality inspection in China, which 
might be a result of both culture and the historical and political implication mentioned by 
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Chin et al. (2001) and Li et al. (2002). There is also likely to be a power distance between 
the employees and the bosses as referred to by Hofstede and Hofstede (2005). This is likely 
to have an impact on some of the cornerstones to total quality management, certainly the 
cornerstone of letting everyone being committed. However in some cases, like Beta, the 
Chinese suppliers are referred to as having an extreme ability of solving problems and great 
willingness of serving their customers. Though in many cases the Chinese suppliers are re-
ferred to as doing things without asking the customer first and of course if there is no real 
tradition of asking the customer beforehand this is of course logic to the supplier and their 
employees. The cases of Gamma and Epsilon are the two cases most relying upon good 
communication and sharing of information related to quality as they not only need to be 
efficient but also to be responsive towards their customers. In the case of Epsilon they also 
serve as the main provider of information upon the customer needs not only in Scandinavia 
but in the entire Europe. This has brought forward the need of good after market service, 
the ability of providing spare parts and continuous improvement of the products. Their 
supplier is sometimes blaming their sub-supplier and that is it. The supplier is not yet in a 
position where they can actually put pressure on their sub-supplier in turn. This is coherent 
with the reports from researchers like Millington et al. (2006) who state that the commit-
ment on involvement of both buyers and supplier often is low and also depending on the 
ownership of the supplier. Epsilon would like to be able to influence also the sub-suppliers 
in the future as they would also like to increase their presence by visit their supplier at nor-
mal circumstances. From visits they have seen that the supplier has invested in various test 
equipment. Millington et al. (2006) reported that privately-owned companies were more 
willing to invest in current technology than other companies. 

The contact person is often the owner of the company and in all cases they are business 
minded and cooperative. According to the intermediary agent of Beta their experience is 
that there are likely to be some quality problems in the beginning of a new relationship. 
Communication is the solution to any such issue or problem. The willingness to perform 
for the customers is high and the ability of solving problems is high. In the case of Delta 
there were some issues on humid packaging that were not accepted as claim with the sup-
plier. One valid reason is the fact that packaging is not perceived as important. A good ex-
planation and sharing of information of the topic and why the issues were of importance 
might have helped avoiding such issues in later deliveries. In our study issues such as diffi-
culties in interpreting drawings were encountered in the case of Beta and partly also 
Gamma. Such things can also be facilitated by increased information sharing and presence 
of the buyer at the supplier’s premises in China. 

Analysing the cases in respect of supply chain strategy as according to Seuring (2005) and 
in respect of supply chain configuration according to Neher (2004) it is clear and evident 
that the lean factors of low costs and efficiency dominate. In all cases, except Epsilon, there 
is a rather low demand uncertainty and the lead times from manufacturing in China will 
not have any great impact on the end customer. In the contrary they demand from their 
supplier that they should source in China in order to decrease the costs and prices. In two 
cases, Gamma and Epsilon, responsiveness is of importance as regards to quality improve-
ment. Epsilon is sort of being part of what Neher (2004) refers to as being an agile supply 
chain configuration. In their choice of transport they did for instance deliberately choose to 
have fewer scooters per container and instead having them fully assembled in China in or-
der to avoid touching them in Sweden. The ideas are to ship the parcel as it is directly to 
the end-customer. Though, Epsilon is not referring to their company as being a part of a 
supply chain. Therefore they do not work with a supply chain strategy. None of the cases 
represent any product that are more of systems as referred to by Hertz (2006) and 
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Danilovic & Winroth (forthcoming) with many supplier involved in the procedure. This is 
logic enough as manufacturing with such interdependence in between the participating 
supplier would be difficult to perform due to the distance to China. In all cases the quality 
is an important part of the strategy as referred to by Brown (1996) and in all cases the qual-
ity must fit the end-customers expectations as else they would not touch the goods at all. 

5.3.2 Customer demands 

It is of importance that the demand from the users and the customers are transferred to the 
supplier and their sub-suppliers. All parties will benefit from having as much knowledge 
and information as possible at an early stage of product development or manufacturing. To 
involve the supplier into the stage of product development will help to improve the product 
quality (Sculli & Yeung, 2004). At this stage of development in China the involvement of 
suppliers and customers is still considerably varying and depending on what type of indus-
try and the location in China (Pyke et al., 2002). It is important that the involved people 
can communicate on a good basis and in the case of Beta they stress that the purchasers 
have a technical background providing them the ability of transferring the customer de-
mands without involving too many other people. In Epsilon they are continuously collect-
ing information from their end-customer and transferring them to their supplier. As they 
are trying to build a brand it is of utmost importance not only for Epsilon but also for the 
supplier as they are increasing their ability to compete in the European market place. Ac-
cording to Epsilon their supplier is investing a lot of money into their facilities and they are 
taking the quality- and development issues seriously. 

The complexity of the product determine what sort of technology tools that are needed for 
quality improvement process and for the development of the product. The only cases hav-
ing real complexity in their products are Gamma and Epsilon as their products are also 
functions on which the customer and user is depending and relying. From visits Epsilon re-
port on new testing equipment, however Epsilon does not believe that the equipment yet is 
in use. They also fear that the scooter would not be tested in the same in China as in Swe-
den. This is partly logic as Chinese people are smaller than Swedish and only that differ-
ence in itself will have a large impact on the testing and the results of them. However it 
proves the supplier’s willingness and ability for future development of the products and 
their manufacturing processes. Halevi (1999) describes virtual manufacturing and product 
development where each step in the process can be followed in virtual 2D or 3D on the 
computer screen. For complex products as in the case of Epsilon and also Gamma virtual 
systems would be a good solution. If the distributor has access to such a system it would be 
easier to describe their issues and problems. Though these systems are often too expensive 
and smaller companies might have difficulties to afford such systems. In the case of Epsilon 
the Chinese supplier will perhaps find it a reasonable solution while growing as they will 
need to adapt to a future where they will need to adapt to faster communication with both 
customers and sub-suppliers in order to improve faster. 

In the cases of Alpha and Beta there is no major product development, but questions of de-
sign in new project. For such new projects both specifications and drawings must be thor-
oughly described and detailed enough for facilitating the understanding. In Delta there is 
no product development to be talked about. 
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5.3.3 Delivery 

In all cases studied the lead time for deliveries from China is long, around ten weeks in to-
tal, four weeks for manufacturing and six weeks for transport. The lead time requires plan-
ning and buffer stock in order to avoid stockouts and lost sales at end customer level. Both 
Delta and Epsilon have experienced stockouts and lost sales due to poor planning and lead 
time as well as a too positive answer from the supplier. In the case of Delta the low accuracy 
in delivery is perhaps a result of the lack of a real relationship and also the buying pattern. 
In the case of Epsilon a fair part of the low delivery accuracy depends on a mismatch be-
tween capacity and demand which requires planning well in advance. The supplier had a 
capacity of 30 000 scooter and 50 000 in orderstock. Unfortunately they did only confirm 
the orders without telling any lead time. With this product the lead time is very important 
as the product sales cycle is seasonal. The product must exist in stock when the peak season 
arrives in springtime or the sales are lost. In the case of Alpha the planning is facilitated by 
the fact that they are the one and same company. They have many Swedish people located 
in China and the two containers they ship per week are planned on routine basis. In the 
case of Beta their Chinese supplier is in fact the most accurate on deliveries and they seem 
to have established a well working relationship with the supplier. Also Gamma has faced 
some issues with deliveries and unreliable answers from their Chinese suppliers. They have 
had to adapt to the Chinese culture and accept that they in their turn will need to cover for 
some of these issues towards their end customer. In cases were test runs have been suffering 
from delays and were they have been forced to cancel the test run it has of course been em-
barrassing for Gamma. But their customer are aware that of the fact that Gamma deals with 
China and therefore they accept some initial hassle before getting properly organized and 
running smoothly. In general it would be fare to say that the knowledge of service, as ac-
cording to the theories of Grönroos (2000) is yet to be developed in China. On the other 
hand this type of clashes is all demonstrating the typical features of the Chinese culture. 

5.4 Summary and Suggestions 

From the experience of the companies interviewed, it can be seen that it is of great impor-
tance to achieve some knowledge about China in advance. Such knowledge will help to 
understand the business environment in a Chinese context. Companies can thus get a more 
clear direction about the choice of business partners, locations, ownership issues and gov-
ernment policies. That is likely to increase the chance of success when entering China. 
Without such knowledge, external help from the Swedish Trade Council, the Chinese 
Chamber of Commerce or diverse intermediaries who are specialized on China will facili-
tate and support the process of entering China. 

When deciding the location of manufacturing sites or suppliers the companies need to take 
the vast geographical area of China into consideration. The performance of manufacturers, 
the availability of qualified staff and the convenience of infrastructure and transportation 
systems all vary in different parts of China. For example, Pyke et al. (2000) pointed out 
that the Shanghai firms are more concerned about time issue than the Beijing firms. It im-
plies that suppliers in the Shanghai area may have more reliable schedule and more accurate 
deliveries than suppliers in the Beijing area. It goes hand in hand with the current reports of 
the expansion and development of the Shanghai area.  

There is a tendency in general of some suppliers in China to perform the packaging of the 
goods with whatever material available. Therefore the companies must clearly communicate 
their requirements on packaging including materials, sizes, color and design as well as fun-
cationability to the Chinese supplier. They must also discuss the packaging thoroughly with 
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the supplier. They should also remember to pinpoint the importance that all changes to be 
made are discussed prior to implementation. The companies also need to set up production 
activities in areas where customs clearance can be facilitated without too much hassle. If it 
is difficult to deal with customs issues in China, companies can outsource the customs 
clearance to a logistics company that is well aware of the Chinese customs procedure. 

Based upon the empirical finding and the analysis the suggestions concerning communica-
tion are to achieve some knowledge about the Chinese culture in order to achieve tools for 
understanding the cultural language and the meanings beyond the words. Firms should 
bear in mind that China is dominated by a collectivist culture. The careful cultivation of 
necessary relationship with suppliers can facilitate the daily business. Reading between the 
lines is of huge importance. It is important to clarify all points clearly and precisely, repeat 
key points over and over again as well as check for understanding (Samovar et al., 2007).  
Communicating by writing is a good method if it is really hard to communicate by tele-
phone. It is important to avoid that the supplier loose face. Using an appropriate language 
based on informative and leading questions instead of pointing out mistakes done by the 
supplier is necessary. 

Being present and learning at site is important and needed despite the use of advanced in-
formation technology. Timely and accurate information can and will be exchanged through 
the IT system but regular visits will make the supplier feel the buyer’s presence. Without it 
will be almost impossible to build any sort of relationships with suppliers. The relationship 
will be the base for developing the trust and then also the potential of growth in the busi-
ness. Regular communication is needed and it is important to try to discuss with suppliers 
as much as possible. That is a premise of good communication. 

Both culture and communication will matter a lot to the quality outcome of the relation-
ship. Quality is a lot more than statistics regarding failure of the products and the most im-
portant issue is to be able to communicate not only the product specifications and require-
ments but also the more subjective quality issues related to the perceptions of the custom-
ers. As such they are not always related to the product but to the use of the product and the 
context around the same. If the relationships with China are to be developed mainly ac-
cording to the Chinese context the quality and the products are to be understood and de-
veloped according to the context were they are used. It is therefore of utmost importance to 
describe not only the specification of the product itself but also the use and the end-user 
environment. Swedish and European suppliers are often good on finding this out on their 
own as they have the experience and because the European supplier base is far from as big 
as the supplier base in China. Thus the Chinese supplier needs to be informed and culti-
vated into a relationship based on communication with their customers. In all cases and by 
all means the companies should carefully select their suppliers with regards to quality and 
the type of technology used in their manufacturing process. It can be difficult for compa-
nies to investigate the procedure of how the supplier works in the manufacturing and how 
they control and inspect. There is a risk that the whole process is performed only on the 
very occasion and presence of the buyer. Once again the importance of communication and 
continuous feedback is of utmost importance. It is important to keep all communication at 
a very positive level and avoid pinpointing any supplier in case there are mistakes made and 
instead focusing on improvement and how to avoid that mistakes are repeated. Continuous 
repetition of the importance of doing things in a certain way and sequence and of how the 
customers want both the goods itself and the packaging seems to be a necessary must and a 
daily task in the relationship with Chinese suppliers. Often the quality as such is not of any 
problem at all, but the true problem is a lack in communication with regards to percep-
tions. Many things and issues are perceived as obvious by the buyer but not understood or 
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even thought about by the supplier. They are simply not part of the experience of the sup-
plier and also likely to be widely separated from what is normal and obvious in the Chinese 
context. Developing a skill of handling the unexpected and pointing such things out to the 
supplier in a good manner is a true challenge for the buyer. 

The Swedish buyers should try to develop a network of contacts in China. Through an al-
ready established relationship they might find other business opportunities in the close 
neighbourhood of their suppliers. It is important that the companies know what to achieve 
and what to expect from their ventures in China. Being in possession of the ability to 
communicate both their wishes and visions in such a way that the Chinese suppliers under-
stand what they mean is important. The better they can be understood by the supplier the 
greater is the chance that they succeed in building relationships and also to grow successful 
business. 

The most important is to reach a level of continuous ongoing communication and that 
they get the communication to work as soon and as smooth as possible. A frequent ex-
change of information is the key to all success and to all quality improvements. Many 
things cannot be covered by the specifications and drawings but must be explained over 
and over again. 
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6 Conclusion 
The main purpose of this thesis was to study and analyse the criteria for supplier selection 
and the interaction process between supplier and buyer related to product-, process- and 
delivery quality for a number of Swedish companies that either manufacture or source in 
China. From the frame of reference studied in order to fulfil the purpose of this thesis an-
other two questions were raised regarding the transfer of information and interaction proc-
ess related to customer needs and demands. 

From the empirical findings and the analysis of the same all cases mention that the criteria 
used when selecting suppliers are price and quality. From the analysis we can conclude that 
communication is the most important issue in order to establish the relationship and im-
prove both quality and business in general. Both communication and relations should be 
taken into firm account when the suppliers are selected as the interaction process in be-
tween the parties must work or the business will demise. In one case personal chemistry in 
between the buyer and the supplier is mentioned as a reason for needing to change supplier. 
In that case there were significant shortcomings in the communication. It is necessary to be 
aware of risks of that type of situations already at the initial phase of the establishment of 
the business, else too much energy, effort and money risk to be lost. When the relationship 
and the business is of mutual interest they are likely to successfully develop the relationship 
and the business. In every relationship there is likely to be some hassle with the quality is-
sues at least in the beginning. The solution is communication and expressing everything 
with over clarity as it is evident that neither one of the both parties will know the environ-
ment of the other party without good interaction and communication. Expressing not only 
the own demands and wishes, but also the end customers’ and the users’ expressions, needs 
and demands are vital for the development of the business. If both parties are aware of the 
differences they will adapt to each others environment faster and with less hassle than if 
they believe that they are both look alike and always presume and think the same. 

From our empirical findings we can not conclude that the culture as such should be an is-
sue, but it matters a lot and it is clear that it is well incorporated into the communication 
manners. It is perhaps and quite reasonable to believe that the culture is an underlying 
problem in cases when the communication does not work. In most cases the Swedish com-
panies are impressed by the willingness of the Chinese companies and their ability of solv-
ing problems and making it work, despite the long distance in between China and Sweden. 
Many respondents were overwhelmed by the Chinese people, their professionalism and 
how they work. 

What quality is and how it should be defined is not evident. It is clear that quality of today 
relates increasingly to the perceptions of the end customer instead of statistical measure-
ments. Such perceptions include not only the product itself but also the interaction process 
as such and how the customer feels that they have been treated by the supplier. Quality is 
then very subjective and relate closely to the type of product or function. There are of 
course large variations in between different products and functions. The higher degree of 
complexity the more communication and interaction a product or a function is likely to 
generate, like from the scooter case. The most evident conclusion is that the quality from 
Chinese suppliers in general is very good in comparison with the value of the goods. For 
functional products, like the scooters represented in one of the cases and where there is a 
large demand for after market service there are need for further development of both prod-
ucts and functions. Certainly as the Chinese and Swedish conditions will never be exactly 
the same. Both parties are then depending on each other in order to grow and develop the 
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market. In some sense quality and product development are closely linked together and re-
quires extensive communication and interaction in between the parties. Some products are 
very easy and are not really questions of product development but just smaller variation of 
already existing products or concepts. It is clear that complex systems and the development 
of them are not appropriate to be produced in China because of the distance in between the 
countries and the need for continuous interactions of engineers and developers. 

As a final conclusion the Swedish buyer will get what they ask for. Their ability of commu-
nicating and their willingness to communicate with their supplier will determine the result 
at the end. Historically the Chinese suppliers did not use to communicate with their cus-
tomers but this will need to change as the supplier and customer must cooperate and work 
together for the future. Neither the scarce resources nor the limited time frame will allow 
for any bigger mistakes. There must be quick response to the customer demands and needs 
involved in the relationships or they will not sustain and remain. 

This thesis proves an excellent start in order to find what questions are of importance when 
discussing and interacting on quality. It is a necessary pre-requisite in order to do a quanti-
tative study including a larger number of companies and respondents. 

6.1 Suggestions for further studies 

China as a phenomenon is here to stay. China is not only a hot topic for the moment. 
China will continue to be a hot topic for a long time and the development of China will in-
fluence and impact all of the people on the world. 

Further studies will therefore be of interest. It would for instance be of significant interest 
to follow the development of an interaction process over some years. It would be interesting 
to follow the total picture of one single company and how they proceed with their business 
in China and how the relations are developing and what will be in a few years time. How 
will the future look like, is there any other country in the world that would be likely to take 
over the manufacturing as China develops and both salaries and other costs are increasing 
or are we going to have an elite manufacturing country in China for the future? 

People and politicians are increasingly worried of the climate and the greenhouse effect and 
what impact will China have on that? What will happen to all the transportation? It has in-
creased and increased for the last 20 years. Will there be energy enough to support all the 
transportation? 
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Appendix 1 Interview Guide for Swedish Company 

1) Would you please state your job position within your company? How long have 
you been working in the company? In what different positions? 

CHINA 

2) For what reasons did your company choose a Chinese supplier / manufacturing 
partner? 

 
3) What products / components are bought / manufactured in China? 

 
4) To what extent are you involved in the relationship with China? 

 
5) In which region in China do you have activities? Since when are you working with 

Chinese supplier / manufacturing partners? 
 

6) How did you select your suppliers / manufacturing partners and which factors 
where of importance? 

 
7) What were the initial obstacles and problems when entering China? 

 
8) Have your company invested risk capital in the Chinese company? What form of 

ownership applies? 
 

9) How much do you know about China before you decide to go to China, for exam-
ple, culture, language, economy? 

 
10) What are your perceptions of communicating with your Chinese suppliers/partners? 

By which means do you usually communicate with your suppliers? How often do 
you travel to China? 

 
11) How do you perceive your cooperation and the relationship with your Chinese 

suppliers/partners? 
 

QUALITY 
 

12) Are you clear about suppliers / manufacturing partners work processes regarding 
product-, process and delivery quality? Describe briefly.  

 
13) Do you give your supplier / manufacturing partner any training programmes? What 

type? 
 

14)  Are you working with continuous improvements in the company, and between the 
companies? 

 
15)  How do you benchmark? 

 
16) How do you set you improvement goals? 
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17) Do you have any influence or contact with suppliers’ sub suppliers? 
 

CUSTOMERS AND PRODUCT DEVELOPMENT 
 

18) How do you collect the customer needs and demands from the market? How is in-
formation about customer needs and demands transferred to China? What sort of 
information technology are you using for this purpose? Are you continuously con-
nected by an Internet portal? 

 
19) How involved are your supplier / manufacturing partner in development of new 

products?  
 

20) What is your position in the supply chain? (Power related, cost pressure, subcon-
tractor etc.?) 

 
LOGISTICS, DELIVERY AND SERVICE 

 
21) How do you perceive the packaging in relation to the value of the goods? 

 
22) What transport mode is used? 

 
23) How do you perceive the administrative work with the freights? 

 
24) How do you perceive the delivery accuracy and the ability to avoid disruptions in 

supply? 
 

25) How do you perceive their ability of solving problems in general 
 

26) Do you perceive that you get timely answers from your supplier/partner? 
 

27) How do you handle goods that are defective from either manufacturing or delivery? 
 
 
 
 

28) How do you look upon your future cooperation with China? If you could change 
anything what would it be? 
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Appendix 2 Questions for Chinese Supplier / Partner 

1) Would you please state your job position within your company? How long have 
you been working with the firm? In what different positions? 

SWEDEN 

2) Since when are you working with you Swedish customer / manufacturing partner? 
 

3) To what extent are you involved in the relationship with the Swedish company? 
 

4) Which were the initial obstacles and problems when you started to work with the 
Swedish company? 

 
5) What are your perceptions of communicating with your Swedish cus-

tomer/manufacturing partner? By which means do you usually communicate with 
your customer? 

 
6) How do you perceive your cooperation and the relationship with your Swedish cus-

tomer / manufacturing partner? 
 

QUALITY 
 

7) What routines and work processes regarding product-, process and service quality 
are you applying? Describe briefly. 

 
8) How do you handle goods that are defective from either manufacturing or delivery? 

 
9) How do you handle potential product substitutions and recalls 

 
10) Have you been given any regular training programme in order to improve the 

product-, process- and service quality? 
 

11) Are you working with continuous improvements in the company and in the rela-
tionship? 

 
12)  How do yet set your improvement goals / benchmark? 

 
CUSTOMERS AND PRODUCT DEVELOPMENT 

 
13) How do you perceive the information of customer needs and demands? How is it 

transferred further in your company? 
 

14) Are you using computer aid for this purpose? Are you continuously connected by 
an Internet portal? 

 
15) Are you in contact with your sub suppliers on regular basis? Are they regularly in-

volved in the process? 
 

16) How are your relationships with your suppliers?  
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17) Do you perceive that you get timely answers from your supplier/partner? / Could 

anything be improved? 
 

DELIVERY AND SERVICE 
 

18) How do you perceive the packaging in relation to the value of the goods? 
 

19) What transport mode is used? 
 

20) How do you perceive the administrative work with the freights? 
 

21) How do you perceive your delivery accuracy and ability to avoid disruptions in 
supply? 

 
22) How do you perceive your ability of avoiding problems in general? 

 
 
 
 

23) How do you look upon your future cooperation? If you would change anything 
what would it be? 
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Appendix 3 Questions for Intermediary 

1) Would you please state your job position within your company? How long have 
you been working in the company? In what different positions? 

CHINA 

2) For what reasons did your company choose to act as agent for a Chinese supplier / 
manufacturer? 

 
3) What products / components are bought in China? 

 
4) In which region in China do you have activities? Since when are you working with 

Chinese supplier / manufacturing partners? 
 

5) How did you select your partners and which factors where of importance? 
 

6) What were the initial obstacles and problems when entering China? 
 

7) How much do you know about China before you decide to go to China, for exam-
ple, culture, language, economy? 

 
8) What are your perceptions of communicating with your Chinese suppliers/partners? 

By which means do you usually communicate with your suppliers? How often do 
you travel to China? 

 
9) How do you perceive your cooperation and the relationship with your Chinese 

partners? 
 

10) How do you perceive the delivery accuracy and the ability to avoid disruptions in 
supply? 

 
11) How do you perceive their ability of solving problems in general? 

 
12) Do you perceive that you get timely answers from your supplier/partner? 

 
 

13) How do you look upon your future cooperation with China? If you could change 
anything what would it be? 
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Appendix 4 Transport Modes 

Table 1: Comparison among different modes of transport (Goh & Ling 2003; Wu 2003) 

Modes of 
transport 

Advantages  Constraints Future development 

Rail - A good option for 
moving non-perishable 
goods 
- The cheapest form of 
overland transport 

- Capacity shortage 
- Unpredictable delivery times  
- Poor handling practices 
- Security problem 
- Insufficient information tracking 
system 
- Incompatibility between Chi-
nese railway containers and for-
eign containers 

- To build new railways, im-
prove the current network and 
raise delivery speeds 
- To improve container - han-
dling facilities 
- To introduce a container box 
tracking system 
- To purchase refrigerated con-
tainer for perishables and spe-
cialised container for gas and 
liquid 

Road - Comparatively accu-
rate schedule 
- Most popular choice 
for consumer food 
products 
- Keen competition 
leading to quick deliv-
ery and low price 

- Extremely fragmented, no single 
firm offering truly national cover-
age 
- Sub-standard of truck mainte-
nance 
- Low level of containerization of 
freight truck  
- High rate of overloading result-
ing in delay and high costs 

- To expand the highway net-
work in the country 
- To improve road condition 
and expand road network 

Water - Low barge costs 
- Easy bookings 
- Best choice for bulk 
commodities 

- Underdeveloped market mecha-
nisms 
- Outdated vessels, technologies 
and management styles 
- Lack of professional expertise 
- Infrastructure at the port below 
international standard 
- Insufficient safety measures 
- Inexperienced workers 

- To increase seaport through-
put 
- To increase the number of 
deep-water berth 
- To build a countrywide river 
transport network  
- To build containerised trans-
port networks  
- To purchase new port 
equipment, containerised ships  
- To develop containerised 
transport IT system 

Air - Relatively punctuate 
timetable  

- Limited number of airports 
- A sparse network coverage 
- Insufficient IT system 
- Complicated processes and pro-
cedures 

- To expand the airport net-
work 
- To improve services 
- To simplify procedures 
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Appendix 5 The Economic Zones 

The Economic Zones of China (Chinese Development Zones, 2006) 

        
Bohai Economic Rim                                                                  Yangtze Delta Economic Circle  

        

Pearl Delta Economic Circle 

        

Mid-Eastern Region                                                                Mid-Western Region 
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Appendix 6 Communication and control process in the 
delivery of service quality 

 

 

A conceptual model of service quality (Zeithaml et al. (1988)) 

• Gap 1 represents the difference between consumer expectations and management 
perceptions of consumer expectations. 

• Gap 2  represents the difference between management perceptions of consumer 
expectations and service quality specifications. 

GAP 5 

GAP 4 

GAP 2 

GAP 3 
GAP 1 

Past Experience Personal Needs 

Expected Service 

Percieved Service 

External Communi-
cation to Customer 

Service Delivery (in-
cluding pre- and post-

contacts) 

Translation of Percep-
tions into Service 
Quality Specification 

Management Percep- 
tions of Customer Ex-

pectations 

Word of Mouth 
Commuication 

CCCCUUUUSTOMERSTOMERSTOMERSTOMER    

 

MARKETERMARKETERMARKETERMARKETER    
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• Gap 3 represents the difference between service quality specifications and the ser-
vice actually delivered. 

• Gap 4 represents the difference between service delivery and what is communicated 
about the service to consumers. 

• Gap 5 represents the difference between customer expectations and perceptions. 

 


