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Abstract
Background: People’s Republic of China has attracted much FDI throughout the decades. According to
the World Bank (2016), China has received approximately 20 per cent of the total FDI to developing
countries the last ten years which has contributed to the country’s huge economic growth. With a record
capital surplus, in combination with governmental policies such as “Going-Global”, China has
transformed from being a recipient of FDI, to an investor itself. Much of the OFDI in Europe has gone to
Germany and France but there is also a rising interest in the Swedish market. China’s investments in
Sweden tripled between 2014 and 2015 and Chinese OFDI to Sweden amounted SEK 7.2 billion during
2016.
Problem discussion & Purpose: Cross-cultural business is not risk free and cultural differences between
China and Sweden are extremely high. Measured in cultural dimensions, the Chinese culture differs from
the Swedish culture in five out of six dimensions, which may impose problems when establishing on the
Swedish market. The purpose of this thesis is therefore to investigate how Chinese companies
internationalize towards Sweden and which aspects of cultural risk they encounter when establishing on
the Swedish market. Furthermore, the paper aims to investigate how different trade/investment-facilitating
organizations can help Chinese companies reduce cultural risk when establishing in Sweden.
Theoretical framework: Focus has been on internationalization theories such as the Uppsala model, the
network approach and the born-globals. Focus has also been on theories in risk and risk management as
well as on the importance of cultural differences which is done by comparing Chinese cultural values in
contrast to Swedish cultural values.
Methodology: The empirical data is generated through a triangulation of methods. Primarily, data is
collected from semi-structured interviews which were conducted with representatives from Business
Sweden, PwC, Vinge, Mannheimer Swartling and Sino Agro Food. Data is also complemented with
internet-mediated questionnaires to Chinese companies situated in Sweden.
Conclusions: Three aspects of the Swedish economy attract Chinese investors; innovation & technology,
competence (know-how and managerial skills) and the Swedish market (strong brands and business
opportunities). The internationalization mode used towards Sweden does not fit any of the previously
well-known models. However, a new model is introduced- “bred global”, which might fit Chinese
internationalization better. Regarding cultural difficulties, differences in norms & values and laws &
regulations are found, as well as difference in mentality/work ethics and the concept of time. Prevention
of these are establishing relationships, sending agents beforehand and keeping Swedish management in
M&As. Trade and investment facilitating organizations in Sweden can assist Chinese companies with
different aspects of psychic distance. Business Sweden may reduce market and political risk, assisting
with market analyses and establishment processes as well as getting contact with lawyers and recruitment
agencies. Vinge can reduce legal risk with expertise in business law, M&A related services and
negotiations- working as a bridge in cross border transactions. PwC may reduce market risks, assisting
with business set up, auditing services, tax planning and transfer pricing compliance.

Key words: Foreign direct investment, Internationalization, establishment, risk reduction, Sweden,
China, Hofstede, guanxi, guanxiwang, trade/investment-facilitating organizations, psychic distance
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1. Introduction
The introduction chapter starts with an explanation of the recent “boom” in Chinese outward foreign
direct investments and the growing interest in the Swedish market. The problem discussion section will
present the reader with the China-Sweden relationship, a brief explanation of cultural dimensions and
gaps in the internationalization literature. The chapter ends with research questions, purpose and
delimitations of this thesis.

1.1 Background
Globalization - a rather vague term that has been frequently used in both scholars and in everyday society
over the last few decades. In literature, the phenomenon has been studied since the early 1990s but even
though the idea of globalization as transnational connections goes way back in history, modern implication
of globalization as a transnational connectedness that covers important political, economic and
environmental dimensions, is something that will continue to be of importance- even more so as
technology and communication evolve. To put it in a much easier manner, Eriksen (2014) stated that
globalization could be defined as “the contemporary process that makes distance irrelevant”. This process
consists of free movement of capital, goods and services as well as the transfer of technology and labor,
therefore pulling the barriers of trade and the integration between nations- thus resulting in a global
economic growth (Bhandari and Heshmati, 2005).
According to the International Monetary Fund (2016), the Asian region continues to be the engine of
economic growth. Even though smaller economies in Asia such as Myanmar and the Philippines
experienced the strongest economic growth in 2016 (Asian Development Bank, 2016; Bloomberg, 2016),
historically one cannot deny the growth and impact that the People’s Republic of China (henceforth China)
has shown. According to Trading Economics (2017), the value of Chinese Gross Domestic Product (GDP)
represents 17.75 per cent of the world economy and as of 2015, the Chinese GDP growth rate was
approximately 6.9 per cent, in contrast to a 2.2 per cent growth rate in Europe. One common view is that
China’s economic success is a result of the country’s export but as Lau and Burton (2008) state, the real
engine of Chinese growth has been Foreign Direct Investment (henceforth, FDI) into the country,
attributed to factors such as labor-, scale-, industry- and technology advantages. According to The World
Bank (2010), China received approximately 20 per cent of the total FDI to developing countries during a
ten-year period. However, from formerly being the recipient of investments, China has in recent years
started to become the investor itself. In a report by U.S.-China Economic and Security Review
Commission (2011), China has gathered a record capital surplus of 102 billion dollars as a result of the
country’s attractiveness in FDI in combination with the largest foreign exchange reserve in the world as
of 2005.
China’s capital surplus in combination with a series of policies and actions by the Chinese government
such as “Going-Global” in 1999 and the alignment of the World Trade Organization (WTO) in 2001, have
led to increasing Chinese outbound foreign direct investment (henceforth OFDI). In a study conducted by
the Swedish Defense Research Agency, (Hellström, 2016), the outflow of OFDI from China was ranked
the third largest foreign direct investor in 2013, making China an important contributor to the world
economy by exporting capital (Ernst and Young, 2015). According to the Chinese Ministry of Commerce
(2016), Chinese investors made direct oversea investments in 5,456 enterprises around 156 countries and
regions during a six month period.
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Figure 1: The rise of Chinese OFDI in Europe (Hellström, 2016)

The tables seem to have turned. Whilst Western countries have invested and established in China
throughout the years, it is now China that increasingly invests in the West (figure 1). In 2014 and 2015,
the European Union was estimated to become the largest market for Chinese acquisitions in terms of
value. According to a report by Mercator Institute for China Studies (Houtari and Thilo, 2016), Germany
has been the major target for Chinese OFDI in Europe but in recent time, the main recipients of Chinese
OFDI, identified by Hellström (2016), are the UK, Russia, Germany, France and Sweden, with the big
Geely-Volvo deal in 2010 topping one of many investments on the Swedish market.

1.2 Problem Discussion
The China-Sweden relationship goes way back in history. As reported by Sweden Abroad (2011), China
has been of much interest to Sweden and has come to be Sweden’s biggest trading partner in Asia with
over 400 Swedish companies established in the country. In recent years, China has also shown interest in
Sweden with increased investments on the Swedish market. According to Mannheimer Swartling (2017),
China’s investments in Sweden tripled between 2014 and 2015 and Chinese OFDI to Sweden amounted
SEK 7.2 billion during 2016. In addition to the Geely-Volvo deal, followed by the creation of Geely
Sweden AB, China Euro Vehicle technology (CEVT) was launched in Gothenburg. What is more, in
September 2016, the Swedish Government welcomed a delegation of 30 Chinese corporate leaders to
discuss further investment opportunities (Regeringskansliet, 2016). That being said, it is our interest to
study the perspective of Chinese internationalization to Sweden.
In the internationalization literature, cultural difference between countries has been the topic for many
researches (Hall, 1990; Lewis, 2000; Trompenaars, 2008). On the basis of cultural theory and the work
by Hofstede (1980), cultural dimensions in China and Sweden differ in five out of six dimensions. Whilst
China is viewed as a collectivistic country with high scores on power distance, masculinity and long term
orientation, Sweden can be seen as the opposite; an individualistic country with low scores on power
distance, masculinity and long term orientation. Country differences is often measured in psychic distance,
that is, “the set of differences from one country to another due to culture, language, norms, rules, laws and
political system” (Johanson and Wiedersheim, 1975), which play important roles in cross-cultural
businesses. For instance, found by Sethi et al., (2014), culture is the most important variable when
transferring technology and knowledge. Furthermore, cultural differences in norms and values, perception
of time and risk-taking attitudes, may result in different ways of conducting business which can make the
operations ineffective- especially if the cultural distance is great. According to Hofstede’s (1980) cultural
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distance hypothesis, “the difficulties, costs and risks associated with cross-cultural contact, increase with
growing cultural differences between two individuals, groups or organizations.”
Previous research on internationalization and the Chinese market has focused on Western countries’
investment and establishment in China but there has not been much research on the opposite, that is,
Chinese investment and establishment in Europe and certainly not in Sweden. Previous studies on Chinese
OFDI in Europe have focused on trends and motivations (Szunomar and Biedermann (2014); Kaartemo
(2006); Clegg and Voss (2012), Similarities and divergence in investment strategies in Greece, Italy,
Portugal and Spain (Morales and Brennan, 2010) and the government’s role in Chinese OFDI in Europe
(Alcaraz, (2017). Previous research on Chinese investments in Sweden has been even scarcer. Lintunen
(2011) studied motives and location factors for Chinese OFDI in Finland and briefly compared it with the
Swedish market. Lintunen found that market seeking and strategic asset seeking are the main reasons why
Chinese investors invest in both Finland and Sweden and knowledge-intensive clusters seemed to attract
Chinese investors the most. However, there are no advanced-level studies focusing on cultural differences
and cultural barriers that Chinese investors may find problematic. As a result, there is still a gap in the
literature on Chinese companies’ internationalization to the Swedish market and the risk reduction
possibilities of the variables constructing the psychic distance between China and Sweden.
Further, there are no studies on how Chinese companies may reduce cultural barriers and which help they
may receive from local trade/investment-facilitating organizations. In Sweden, there is a handful of
business facilitating organizations such as Business Sweden and the Chinese Chamber of Commerce that
are connected to Chinese investments but there are also companies that offer advisory services with
expertise in Chinese and Swedish business culture. This dissertation also contributes to filling this
literature gap by mapping which different companies and organizations that Chinese companies and
investors may turn to and how these organizations can reduce different aspects of psychic distance risks.
This thesis is of importance as it provides insight in how Chinese companies can reduce cultural risk and
how different trade and investment-facilitating organizations can assist them in doing so. To do this, the
following research questions have been made:


What attract Chinese companies to invest in a small economy like Sweden and how is Chinese
companies’ internationalization towards the Swedish market characterized?



Which cultural difficulties do Chinese companies encounter when entering the Swedish market
and how are they dealt with?



How can local trade/investment-facilitating organizations assist Chinese companies with different
aspects of psychic distance, thus reducing cultural risk?

1.3 Purpose
The purpose of this dissertation is to investigate how Chinese companies internationalize towards Sweden
and which aspects of cultural risk they encounter when establishing on the Swedish market. Furthermore,
the paper aims to map how local trade/ investment-facilitating organizations can help Chinese companies
reduce cultural risk when establishing in Sweden.

3

1.4 Delimitations
In line with the first section of the purpose, this thesis is limited to Chinese companies and investors that
have made OFDI or established on the Swedish market. Furthermore, in line with the second section of
the purpose, this study is limited to trade and investment- facilitating organizations in Sweden. The
qualification criterion for these organizations is that they are required to have established services that
target Chinese companies, providing them with assistance connected to investments and establishments
on the Swedish market. Therefore, other organizations that, for instance promote Sweden and the Swedish
market pre OFDI in Sweden, will not be accounted for.

1.5 Disposition
Hereafter the structure of the thesis will be divided into seven chapters. Firstly, an explanation of terms
will be presented where the most important concepts and keywords that are used throughout the study will
be explained. This will be followed by chapter two “theoretical framework”, where theories and previous
research regarding internationalization, culture and risk management are presented. Chapter three consists
of the methodology of the study whereas chapter four will provide organizational presentations and the
empirical findings.
In the fifth chapter, “analysis”, the empirical findings will be analyzed, using previously mentioned
theories and research. This is followed by a discussion as chapter six, where the authors discuss critical
aspects of the chosen subject and the methodological choices. The thesis will be concluded with chapter
seven, where the empirical conclusion is presented as well as suggestions for further research.
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1.6 Explanation of terms
Born Global
A company that starts with international activities right from their birth, skipping stages characterized in
the stage models.
Culture
The characteristics common to a particular group of people that are learned and not given by nature.
Establishment
The final stage of the internationalization process where a national enterprise has penetrated a foreign
market, enabling the company to operate and/or control a business activity on that market.
Guanxi
A special personal relationship in which long-term mutual benefits are more important than short-term
individual gain.
Guanxiwang
A network exchange or transactions between two parties or more.
Internationalization process
The process of which a national enterprise starts reaching beyond the national borders, targeting foreign
markets in order to manage their business on an international level.
MNE
Multinational Enterprise
Psychic Distance
The set of differences from one country to another due to culture, language, norms, rules, laws and
political system.
SME
Small and Medium Enterprise

5

2. Theoretical Framework
The theoretical framework constitutes the foundation of this thesis, presenting acknowledged theories
regarding internationalization such as the Uppsala Model, the Network Model and Born Globals.
Furthermore, theories regarding risk and risk management are presented as well as a theoretical
framework of cultural dimensions and Chinese business culture characteristics such as guanxi and
guanxiwang.

2.1 Internationalization process
The basic assumption of international business is that foreign country markets are “distinct entities in
which operations are performed or not” (Johanson and Vahlne, 2003). Since foreign markets are distinct
entities, they therefore require specific modes of operation or different forms of organizations. Much of
the international business literature thus debate on different entry or governance modes in different
country markets. According to Coviello and Martin, (1999), there have been many efforts in understanding
the concept of internationalization, which can be summarized in three research areas; (i) FDI theory, (ii)
Chain theory and (iii) Network perspective.
2.1.1 FDI Theory
The FDI theory has emerged from a series of theoretical developments such as the theory of monopolistic
advantage or market imperfections (Caves, 1971) as well as the theory of internationalization (Rugman,
1981). Theoretical frameworks such as the aforementioned, have resulted in the use of transaction cost
analysis to explain different forms of internationalization. The transaction cost analysis argues that
companies choose both organizational forms as well as locations to operate their business based on pure
cost saving perspectives, which results in a market entry where the transactional costs are minimized.
Although this is an important contribution to the internationalization framework, the so called eclectic
paradigm by Dunning, (1988) argues that economic cost is not the only variable influencing the
internationalization process of a firm. Factors such as ownership-specific and location-specific advantages
play important roles as well.
2.1.2 Chain Theory/ Stage Approach
The other well-known research area within the internationalization framework is the chain theory, more
commonly known as the Stage Models of Internationalization. The first subgroup to the stage model is
what Vernon (1966) calls the Product Life Cycle theory. According to this model, a domestic firm
introduces new products to the home market and as the product matures in its mature phase, the company
expands on international markets. However, in addition to the product life cycle theory, one of the most
heard of models under the stage approach have to be the Uppsala Internationalization Model developed
by Johanson and Vahlne, (1977).

2.1.2.1 The Uppsala Model of Internationalization
The Uppsala model of internationalization by Johanson and Vahlne, (1977) explains the characteristics of
a firm’s internationalization process. Based on a series of empirical studies from Swedish subsidiaries
abroad, Johanson and Vahlne, (1977) found that Swedish companies most frequently started their
internationalization process by exporting. Furthermore, the Swedish companies also often sent a
representative, an agent to represent the company in another country or started their international business
6

activities in markets close to the domestic market. As the companies got more experience and
commitment, they were able to internationalize into markets with greater psychic distance. This form of
strategy, where a company initially takes on a market close to the home-market and later on proceeds with
markets further away, was often used to reduce risk, balancing possible uncertainties.

Figure 2: Original Uppsala model Vs. Modified Uppsala model

The fundamental idea of the Uppsala model by Johanson and Vahlne (1977), (figure 2: left side), is that
firms strive to increase its long-time profit (the equivalence of growth), whilst striving to keep a low risktaking level. Therefore, a firm’s internationalization process towards gaining growth will start off on the
home market and gradually expand beyond cultural borders. The model’s structure consists of the
distinction between state-, and change aspects where the state aspects (market knowledge and market
commitment) affect the change aspects (commitment decisions and current activities) and vice versa. The
model postulates that when a firm gets more market knowledge, the firm’s market commitments will
increase. This will in turn affect how the firm makes its commitments and operational decisions whilst
their current activities will enhance more knowledge of the market.
As seen by Johanson and Vahlne (2009), the main problem with the original model is that the world
economy has changed, where networks now play important roles in the internationalization process.
Johanson and Vahlnes’, (2009) modified model (figure 2: right side) therefore incorporates the basic
assumption that firms are embedded in business networks and that internationalization is seen as a result
of firms trying to strengthen their network position. Even though the structure of the revisited model
remains the same, Johanson and Vahlne added some aspects. Firstly, the recognition of opportunities was
added to the knowledge concept. Opportunities are seen as a subset of knowledge and are therefore
important elements of the knowledge concept. “Network position” replaced “market commitment” in the
original model since the internationalization process is pursued within a network.
The relationships are characterized by specific levels of trust, commitment and knowledge but will also
differ in how they promote successful internationalization. If there is an outcome that seems to be
potentially rewarding, an outcome of learning, trust and commitment building will enter in a mode where
the focal firm enjoys a partnership and a network position. The original label “current activities” has
changed to “learning, creating and trust-building” to make the outcome of current activities more visible.
This term of learning is meant to be on a higher level of abstraction and is seen as more than experiential
learning. Further on, a high level of knowledge, trust and commitment in a relationship often result in a
more efficient creative process. The “relationship”-variable implies that the focal firm either decrease or
increase the level of commitment to one or several relationships in its networks, where a change in
commitment will either strengthen or weaken the relationship.
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The revised model implies that internationalization is depended on a firm’s relationships and its networks.
Therefore, the company is said to go abroad based on its relationships with essential partners who are
committed to international expansion. Johanson and Vahlne (2009) argue that mutual trust and
commitment are based on common history of conducting business and that it therefore can be a good idea
to follow its business partner. By following, the company shows commitment to the relationship, which
will strengthen the network. Johanson and Vahlne (2009) suggest that the revised model may answer
questions such as how the internationalization of a firm may start. To answer this, one has to look at the
state variables; knowledge, trust or commitment to the relationship. The firm that is about to establish in
a foreign country may use the trust or exploit an existing connection in order to succeed which shows the
importance of relationships and networks in the internationalization process.

2.1.3 Network Approach and the Born Globals
The Network Approach, defined as “a set of interconnected business relationships in which each
exchange- relation is between business firms, conceptualized as collective actors” (Anderson et al., 1994),
can be seen as an even more modified version of the Uppsala model but with one main distinction. Whilst
the Uppsala model concentrates on the decision process and the planning to enter a market, the network
approach on the other hand, focuses on the actual process of market entry and becoming a part of different
networks. The network approach by Johansson and Matsson (1987), later modified by Johanson and
Vahlne (2003), was developed as the global competition and the accelerating technological development
increased, resulting in a higher speed of internationalization among firms. As a result, many small and
medium sized firms (SMEs) do no longer follow the stages in the stage approach but start their
internationalization process by directly entering multiple foreign markets, instantly becoming players on
the international field, so called Born Globals.
Being a subcategory to the network approach, the “born globals” are results of advances in technology
regarding communication, production and transportation as well as an increased international experience
and foreign market knowledge amongst international entrepreneurs. (Chetty and Campbell-Hunt (2004);
Madsen and Servais (1997). In contrast to companies that follow the Uppsala model, born globals tend to
compete in niche markets. Furthermore, they are often more flexible and operate in a high speed.
The network perspective assumes that firms are engaged in a number of close business relationships with
suppliers, customers and other important business partners, and draws attention to the changing
internationalization situation of a firm as a result of its position in a network of other firms. The network
perspective states that internationalization can be achieved by three approaches; (i) international
extension, that is, through creating relationships in foreign countries’ networks, (ii) penetration, which
means penetrating a new market or (iii) by connecting existing networks in different countries, that is,
developing relationships and increasing the resource commitments in the networks in which the firm
already has a position. Johansson and Mattsson, (1987) state that a highly internationalized firm will
position themselves within a foreign network, hence enjoying a direct relationship with these foreign
actors.
As stated by Johanson and Vahlne, (2003), the network approach demonstrates that longer and more
lasting relationships between firms that are doing business with each other, are considered critically
important since the relationship-building process consumes time and resources. Johanson and Vahlne
(ibid) conclude that the network approach is important because of the fact that a majority of firms are
engaged in different business relationships such as customers and suppliers whom in turn have
relationships of their own, thus making every business a part of a boundless network. In their update on
internationalization process theories, Johanson and Vahlne, (ibid) explain that relationships gradually
develops as firms learn from interacting with each other and gradually increase their mutual commitments.
8

During this process, firms learn each other’s behavior as well as their needs, strategies and business
context. According to Covicello and Martin, (1999) the network approach introduces a more multilateral
element to internationalization and even though foreign market entry occur over time, they are results of
the interaction as well as the development of a multitude of relationships.
Even though the network approach has been acknowledged as a modern model of internationalization
theory, Johanson and Vahlne, (2003) state that neither cultural distance (differences attached to the
country’s cultural differences) nor country specific barriers, often discussed in terms of psychic distance
(obstacles in information flow between countries due to differences in language, norms, rules, laws and
political system), exist in the network approach since it has nothing to say about which country a firm will
enter or expand in. Johanson and Vahlne, (2003) argue that since business information is transferred
through network relationships and each and every relationship is unique due to both characteristics and
history of the relationship, the traditional international business issues such as cultural differences, are
irrelevant. Despite this, they find that existing relationships do have an impact on the choice of markets
to enter and that foreign market establishment and expansion is a matter of (i) developing the firm’s
relationships in the specific market in question, (ii) establishing and developing supporting relationships
and (iii) developing similar relationships, or at least connected to the focal firm.

2.2 Knowledge and experience
According to Figueira-de-Lemos et al. (2010), one of the major difficulties in the internationalization
process is the lack of market knowledge. Even the European Commission report (2006), indicated that
lack of foreign market knowledge is the main obstacle to success on the new market. However, the more
knowledge firms acquire, the greater are their perception of the lack of knowledge, which means that the
knowledge perception gap regarding internationalization has become wider and also proceeds to become
wider with the advancement of global information platforms.
Knowledge and experience have been crucial factors in understanding international activities, especially
in the Uppsala model. According to Johanson and Vahlne (1977), companies need to gain knowledge- a
form of know-how, of foreign markets before entering them and that the knowledge level is correlated
with the concept of “learning by doing”. As previously stated, born-globals do not follow these views
since the definition of a born-global is a company that “starts international activities right from their birth
(Rasmussen and Madsen (2002). However, according to Baronchelli and Cassia (2011), this does not
imply that knowledge and experience are not important for born-globals. They gain knowledge either
through personal knowledge connected to work, or through interaction with international networks which
allow knowledge sharing. Dunning (2001) states that international experience may provide investors with
both knowledge and confidence when investing in foreign countries. He also mentions that by interacting
with other players on the global market, the company in question will gain valuable knowledge. Yu (1990)
finds that there are two different types of experience which are crucial for companies considering crosscultural business operations; host country knowledge and general international experience- both of which
are important factors when contemplating a foreign country investment and establishment. Examples of
host country experience are factors including previous established trade links between the foreign
company and the host country or colonial links between the foreign country and host country. These two
types of knowledge and experience are validated by, for example, Benito (1992) who found that the
uncertainty level increases in companies with less or no experience of international operations.
Pedersen and Petersen (2004) state that when a company enters a foreign market, the company is often
placed in an inferior position as a result of the lack of both host-country knowledge and general
international experience. This creates uncertainty for the company in regards to decision making, business
processes and dealing with different actors on the domestic market, which can have negative impact on
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the foreign company if not acknowledged. Pedersen and Petersen (ibid) state that if a company ignores
the host country’s culture, language, political system or market in general, problems will arise which may
determine the fate of the company.

2.3 Network Approach in a Chinese Context
2.3.1 Guanxi & guanxiwang
In the growing Chinese economy, Kwok Bun (2000) identifies that there is an interesting detail to
cultivation and usage of business networks amongst Chinese workers and that the intensity of networks is
a unique Chinese characteristic. This can be attributed to the economic growth of the country. He argues
that the strengths in Chinese network ties are fundamental sources of strategic effectiveness in overseas
Chinese business.
One of the best ways to describe the importance of networks in Chinese business environment is by using
Chinese words such as guanxi and guanxiwang, where guanxi denotes personal connections in
combination with features such as loyalty, whilst guanxiwang refers to the network relationships. The
definition of guanxi varies in the literature; Alston (1989) defines it as just a special relationship between
two people whilst Kirkbride et al., (1991) define it as the status and intensity of an ongoing relationship
between two parties. One of the latest definitions of guanxi (which henceforth will be the definition used
in this dissertation), is by Kwok Bun, (2000) who defines it as; a special personal relationship in which
long-term mutual benefits are more important than short-term individual gain. Guanxi can according to
Vanhonacker (2004) be seen as a core block of Chinese culture and personal relationships are central to
the entire Chinese society- including business relations. Vanhonacker (2004) argues that a network with
multiple relationships is essential because of a constant shift in the Chinese political landscape with
fragmented sources of authority and the business person’s need to be an insider in all aspects of the
hierarchical society.
What is more, according to Kwok Bun, (2000), guanxi networks varies and can have many forms such as
kinship, school mates, colleagues or strangers with whom one develop similar interests to. Guanxi can
therefore be said to contain three elements (figure 3); (1) direct relationship between two people who trust
each other (A-B), (2) indirect relationship between two people through an introduction by a third party
(A-C through B) or (3) through a contact person (B). Guanxi places an emphasis on unwritten codes of
conduct to protect its members. Before someone is accepted into the network, his or hers track record is
being checked and the continued participation in that network is determined by the person’s observance
of the network principles and its reciprocity. A violation of a conduct code is considered a violation of
trust.
Whilst guanxi refers to a special personal relationship in which long-term mutual benefits are more
important than short-term individual gain, thus focusing on the physical relationship between people,
guanxiwang, which is the Chinese word for network, is referred by Kwok Bun (2000) as a network
exchange or transactions between two parties or more.
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Figure 3: Guanxi

Different forms of goods and services can be beneficial and of value to the parties involved in a business
transaction. It could be in the form of raw material, information, facilitation or access, to name a few.
Guanxiwang is attained when one set of business relationship between A and B and another set of business
relationship between B and C, (figure 4), are linked together with B as an agent or a contact person. In
this way, even the different relationships that A, B and C have, are connected through a complex network
of social exchanges.

Figure 4: Guanxiwang

The relation between guanxi and guanxiwang is complex and one cannot have the other without the
relationship in the form of guanxi. Guanxi is therefore a fundamental core of the Chinese business
networks known as guanxiwang. The importance of networks in Chinese business is according to Kwok
Bun (2000) correlated and overlapped by Chinese culture and cultural values such as; trust, respect, face,
reciprocity, respect for age, time, authority and harmony. For example, if someone makes a person lose
their face, a direct consequence is shown on that guanxi and it is here that one can see a difference between
Chinese business and Western business.

2.4 Foreign market establishment factors
According to Chuck et al., (2000), the international business literature suggests that OFDI is motivated
by the company’s desire to exploit firm-specific assets- for instance; technological advances, geographical
advantages or managerial skills. Dunning and Lundan (2008) present four types of motives for FDI, saying
that a company internationalize either by resource seeking, market seeking, efficiency seeking and
strategic asset seeking. Furthermore, Marcus et al., (2008) compiled a series of factors influencing a
company’s decision to enter a foreign market: culture, degree of competition, market economy, resources,
government support, political situation as well as laws and regulations. When it comes to national culture,
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Makino (2004) says that if the host country is similar to the foreign company’s culture, then the company
already has information on how to act and behave, thus making it easier to cope with the new market.
What is more, Chen (2007) states that cultural aspects such as language, is a big factor that may contribute
to the foreign establishment. If there are language similarities or the foreign company can communicate
in the local language, there is a greater chance of investing or establishing in that country.
Erramilli (1991) finds that market growth and economic environment serve as underlying factors when a
foreign company is about to decide whether to enter a foreign country or not. Government support can
also determine the choice of foreign market penetration. The local government can support in forms of
incentives like loan guarantees, subvention loans and tariff protection. In addition to these Erramilli (1991)
states that the host country’s laws and regulations as well as political system may determine a market
penetration. In his book; Nation-States & the Multinational Corporation: A Political Economy of Foreign
Direct Investment, Jensen (2006) validates this, saying that democratic political institutions can provide
promises of market friendly policies for foreign companies and investors, therefore linking democratic
institutions to high levels of credibility. In general, if a country has policy stability, foreign investors and
multinational companies are provided with greater assurance that the conditions which motivated the
market entry in the first place, also will persist in the future. Furthermore, Busse and Hefeker’s (2005),
empirical findings show that government stability has a positive impact on the country’s FDI inflow.
Zou and Adams (2008) state that previous Western studies are based on the assumption that firms
internationalize because they want to maximize shareholder value. However, they argue that this basic
assumption might not fit the perspective of Chinese companies since in China, the state remains the largest
shareholder in many listed firms. Claver et al., (2011) argue that Chinese multinationals are governed by
the same market forces as the West, that is- by demand and supply. However, they are injured by the
political agenda of the Chinese government which has strong power over local companies. As a result,
Chinese OFDI is not purely characterized by profit maximization (Cui and Jiang, 2012). Previous studies
like “Motives and location factors of Chinese outward foreign direct investments in a small developed
economy” by Lintunen (2011), has studied Chinese investments in Finland with a brief connection to the
Swedish market. The empirical findings show that Chinese investors invest in both Finland and Sweden
because of market seeking motives and strategic asset seeking motives, where clusters of knowledgeintense sectors attract large and international Chinese companies. The study showed that Chinese investors
are particularly interested in the developed infrastructure as well as the high level of education and
research.

2.5 Risk and risk management in the internationalization process
According to Müllner (2016), there is a distinct difference between uncertainty and risk. While uncertainty
is referred to something unmeasurable, random and unpredictable that cannot be managed ex-ante, risk is
to some degree measurable. Müllner (2016) states that risk has an unknown outcome but the underlying
outcome distribution is familiar. Furthermore, risks can often be traced to a specific source- a cause. Risks
can also be priced and are partially transferable by using contracts, which is not possible with
uncertainties.
In general, there is a mixed view on risk and internationalization. On one hand, evidence indicate that the
overall net benefits of FDI in terms of increased shareholder value, outweighs the negative aspects of
internationalization risk and that systematic risk decreases with internationalization (Chuck et al., 2000).
According to Müllner (2016) and Chuck et al., (1998), a multinational enterprise (MNE) is more capable
of sustaining risk connected to foreign market entries than newly internationalized SMEs because of
diversification. By operating in different countries, a company increases its diversity of its cash flows
since the firm’s returns will be less correlated with one specific market. Therefore, Müllner (2016) and
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Chuck et al., (1998) argue that internationalization and presence in several markets reduces political risk,
lowers costs of debt and lowers systematic risk. On the other hand, Chuck et al., (2000) also state that
firm risk increases with corporate internationalization and Bartov et al., (1996) suggest increasing
systematic risk with internationalization due to greater exchange rate risk. In addition, Reeb et al., (1998)
state that MNEs have increased risk from factors such as; political risk, agency issues and asymmetric
information. In addition to agency problems, Chuck et al., (2000) identify political risks, risks regarding
asymmetric information, as well as foreign exchange risk, meaning that companies going international
have riskier cash flows than domestic firms.
Figueira-de-Lemos et.al. (2010) created a risk formula, explaining different positions of a firm's risk level
during different stages of the internationalization process where uncertainty and commitment constitute
the different stages which a firm's risk level can occur in. By closer studying the Uppsala model, risk is
translated by a mathematical expression, Ri = Ci * Ui. The formula assumes that the existing market risk
situation, (Ri), is the total product of the existing market uncertainty (Ui) and the existing market
commitment (Ci). (The index (i) indicates a certain market). According to Figueira-de-Lemos et al.,
(2010), when entering a foreign market, a company can generally be positioned in three levels shown in
figure 5.

Figure 5: Internationalization & decision hypothesis

Position 1 shows a scenario where the company has little or no knowledge about the market which results
in a high uncertainty and thus a low commitment level, characterized by intangible relationships such as
learning how it can increase its commitment on the market in a more tangible form. According to
Blomstermo et.al. (2004) and Wiedersheim-Paul et al. (1978), the firm has only some institutional
knowledge which it has gathered during its pre-international phase. In this phase the firm makes effort to
identify business opportunities and to gather as many relationships it can in order to learn what it needs
about the new market.
Johanson and Vahlne (2006) argue that if a firm has identified opportunities after it has understood the
phenomenon that has altered the perceived environment, a decrease of its risk level is realized and the
company will from then on be comfortable in proceeding to a higher commitment, although the
commitment will be intangible since the company is still learning. This leads to the hypothesis that; if the
risk level decreases within high uncertainty and low commitment, companies tend to commit intangible
assets until the accepted level is met. If, for instance, the opposite occurs, that the expected opportunities
disappear, the risk level will probably increase. A firm in this situation is often not able to understand how
it should handle the situation. According to Benito and Welch (1997) the option to exit from the market
seems easier than to stay in its current position. Therefore, hypothesis number two states that: if the risk
level increases within high uncertainty and low commitment, firms tend to leave the market.
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In position 2 the firm is characterized by low commitment and low uncertainty. The company has learned
about the market or at least, the market seems similar to the firm's home market. The firm has acquired a
stock of knowledge which results in an increase in commitment through the establishment of a sale
subsidiary. In turn, this sale subsidiary denotes more tangibility of the firm’s commitment to the market.
Although some form of security has emerged, change is always present. Here, two scenarios can occur. If
more opportunities arise in combination with environmental changes which are beneficial for the
company, gathered knowledge from previous successful paths leads to a decrease of uncertainty and the
company's knowledge is adequate to proceed further tangible commitments. Therefore, if the risk level
decreases within low uncertainty and low commitment, companies tend to increase commitment in
tangible assets until the level has been acceptably met. The opposite occurs when the environmental
changes are negative, for example in an economic recession, the uncertainty will rise when the expected
opportunities disappear. As shown before in the Uppsala model, a decrease or increase on commitment is
the most influential variable for firms to promptly react to environmental changes. According to Atkins
and Anderson (1999) and Hadjikhani (1997), when firms do not know how to react to a certain
circumstance, the most reasonable decision to make is to “wait and see”, the so called “sleeping strategy”.
The hypothesis of this scenario occurs when risk level increases within low uncertainty and low
commitment, where companies tend to delay tangible commitments and increase their intangible
commitments until the level is acceptable again.
Position 3 characterizes low uncertainty and high commitment. In this scenario, there have been large
investments of tangible and intangible assets and the company is also highly established in the foreign
market with commercial and manufacturing structures. The firm has a great amount of market knowledge
through its long experience in the market but also regarding the objective knowledge with marketpertinent information. The company is highly “embedded” in the host market. Plausible changes are
understood by the company and the company tends to react to changes in a professional manner. The firm
knows how to handle the market. If the risk level decreases within low uncertainty and high commitment,
firms tend to commit both intangible and tangible assets until the level finally is accepted. On the opposite
site, if uncertainty rises, the company will stay in its position where the adequate policy aims to reduce its
tangible commitment. In this stage, the firm has plenty of knowledge and knows how it should handle
uncertainties. If the risk level increases within low uncertainty and high commitment, companies tend to
reduce their tangible assets until the level is acceptable again.
For Chinese companies, Zou and Adams (2008) argue that an interference by the state can affect both
equity risk and returns in terms of; (i) political costs, (ii) agency problems and (iii) non-professional
management. Chuck et al., (2000) also connect increasing agency costs with internationalization. They
argue that MNE:s have higher agency costs of debt as a result of language difference, higher monitoring
costs, varying legal systems, higher auditing costs, capital market imperfections and difference in asset
structure. Zou and Adams (2008) state that in China, the ultimate shareholder is the Chinese government.
Control as well as monitoring responsibilities are delegated to different government departments which
create agency problems. Furthermore, high political costs may arise when the government pursue noncommercial objectives which collide with the companies’ long-term growth strategies and value
maximization. What is more, the Chinese government maintains the final say on important issues. Many
of the CEOs are government officials or former politicians which may lead to incompetent management
as a result of agency problems.
Müllner (2016) develops a set of risk management framework that MNEs can use in order to diversify,
transfer or mitigate risk when entering a foreign market. This can be done by instruments categorized in
capital structure, contractual instruments and network-based instruments. Risk diversification may be
achieved by overseeing the capital structure. Risk can also be transferred by monetary compensation and
may be mitigated by contractual agreements. The use of contracts can be used to transfer different sources
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of risk to external parties. In addition, risk may be mitigated through network-based instruments defined
as relational governance. When entering a foreign country, companies may ally with influential local
stakeholders which increases legitimacy and may potentially reduce the liability of “foreignness”. By
using alliances, coalitions and trade agreements, MNEs can use networks and relationships to mitigate
potential sources of risk.
Chuck et al., (2000) find that encountered risk is determined by home market and target market conditions.
Their upstream-downstream hypothesis suggests that when firms from stable and developed economies
makes FDI in less stable economies (going downstream), their overall risk tends to increase. In contrast,
when firms headquartered in emerging markets expands their investments in more stable and developed
economies (going upstream), it decreases their risk and allows greater debt utilization. Chuck et al., (2000)
state that firms moving upstream have more opportunities to hire employees with different set of skills
and know-how than in the home country whilst firms moving downstream often gain access to lower
costs. Emerging market-based companies may have a decreased total and systematic risk because they get
more involved internationally.
In his study, Müllner (2016) presents a framework of risks associated with foreign market entries.
Referring to Lessard (1996), Müllner (2016) states that foreign operations reflect different types of risks
which occur on different levels of aggregation. For instance, on a broad level, there are institutional and
macroeconomic risks in the operation’s host country. There are also mid-range risks related to the project’s
industry and finally idiosyncratic, more individual risks that are linked to the specific project and its size.

Figure 6: Risk framework of market entry adapted from Müllner (2016)

The levels of aggregation is depicted in figure 5 and show different forms of risk in each level. The outer
levels show risks associated with general risks that can affect the company as well as whole industries or
countries whilst inner/ lower levels of aggregation indicate specific risks attached to specific investments.
On a country level, risk may be palpable in terms of political risk, economic risk or risk connected to
difference in legal systems. Movement towards the inner circles indicate increasingly specific risks
associated with the operation or investment in question where industry risks may be palpable in
competition, industry regulation or market risk while risks associated with the actual investment can be
operational risks, funding risks and technological risks. Müllner (2016) states that to an unknowledgeable
internationalizing firm, these different levels of risks are notable as different levels of uncertainty
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aggregations but as the company gains more knowledge and experience, these forms of uncertainties can
be measurable and calculated- thus transforming into manageable risks.
This thesis will focus on cultural risk which is connected to the concept of psychic distance- that is; the
set of differences from one country to another due to culture, language, norms, rules, laws and political
system. However, in order to understand cultural risk and how this form of risk can be managed, there
needs to be clear conception of culture as a concept.

2.6 What is culture?
There are many definitions of culture in a variety of scholars. In fact, Kroeber & Kluckholm (1952) cites
164 different definitions throughout history, but although the majority of them sound different, most of
them agree that culture consists of aspects such as values, norms and society. Henceforth, this dissertation
will use Allwood (1985) definition, that is; “...all the characteristics common to a particular group of
people that are learned and not given by nature”.
According to Allwood (1985), one can differentiate between four “blocks”; (i) patterns of thought, (ii)
patterns of behaviour, (iii) patterns of artefacts and (iv), imprints in nature, that together form what we
know as culture. Patterns of thought refers to the common way of thinking. A thinking process is
determined and varies with factual beliefs, norms, values and emotional attitudes. The second block of
culture, patterns of behaviour, refers to common ways of behaving. This includes ways of speaking and
ways of conducting commerce and industry. A behaviour, just like the thinking process, is a result of
different norms and values and can be divided in intentional/unintentional, awareness/unawareness and
individual/interactive. The third block, patterns of artefacts, indicates common ways of using and
manufacturing material things. It could be everything from a book to a house (artefact=artificial object),
where tools, machines and media are parts of these so called artefacts. The last block; imprints in nature,
states that culture can be seen in the sense of growth, for example human transformation of nature, which
gives an understanding of what the culture is all about.

2.6.1 Chinese Culture & business culture
According to Fang (2005), Chinese culture lies on the foundation of relationships and the Chinese business
culture is therefore characterized by personal trust. Chinese cultural values manifest in clan-like networks
with the family as its core. Beyond the biological definition, the word “family” can be viewed as a set of
circles of contacts (Quian et al., (2007). It is the family that teaches the importance of loyalty, obedience
and respect and the social order of the family therefore serves as a prototype for Chinese business and
organizations. According to Tsui et al., (2006), trust is regarded as a key concept of developing long-term
business relationships and has been seen as a tool for reducing anxiety and uncertainty. In China, trust is
often only exercised with immediate or extended family members and there is lack of trust outside the
family. According to Kwok Bun (2000), guanxiwang is influenced by, and tightly correlated to the
Chinese culture and cultural values, which are deeply embedded in Chinese tradition. Cultural values such
as trust, respect, face, hierarchy, authority, harmony and time are extremely important in Chinese business
activities and will, in combination with the concept of guanxiwang, create a form of culture or a business
environment in which companies from foreign markets will interact with when conducting business.
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In addition, the concept of “face” is another characteristic feature in Chinese business culture. Qian et al.,
(2007) say that saving face is crucial and that Chinese people are concerned about other people’s
perception of them and the maintenance of their status. Redding (1990) found that the concept of “face”
strongly influenced success in daily business transactions and that the concept of face is noteworthy in
two main areas; (1) in social relationships among colleagues and (2), in negotiations. Lagerqvist and
Ohrling (2015) talk about mianzi which is the Chinese word for face in the context of business and
negotiations. Mianzi stands for prestige, that is, the reputation achieved through success and is therefore
a kind of recognition based on how the external environment refers to a person. Chinese people are
sensitive to the light in which they appear and to the regard in which they are held by others. There is a
strong respect for hierarchy which underlines the concept of face, meaning that a correct way of behaving
around and speaking with persons at different levels should be adapted as well as showing respect to
seniors and those in a position of authority. According to Lagerqvist and Ohrling (ibid), Chinese are
sensitive to things being said in public and to insult a Chinese person in front of his/her superiors,
deliberately patronizing or treating a person as if their feelings do not matter, makes them lose their face.
This has a direct effect on the trust and relationship, not only between the two people involved but also to
witnesses or those who heard about the situation.
According to Fang (1999), Chinese people battle the balance of being honest and the need to say things
“insincerely”. What is more, Fang (2005), states that Chinese communication style is indirect and implicit
which is something that characterizes high-context cultures. In his book Chinese culture and Chinese
business negotiating styles, Fang (1999) introduces hanxu, the Chinese word for implicit. Hanxu is
characterized as a communication mode where one does not say everything but rather leaves the message
for interpretation. Information is mediated through the physical context (the situation) or internalized in
the person, meaning that little is mediated through the explicit message. For example, in a high-context
culture like China, a “yes” does not always mean a “yes”. To abstain from saying “no” is a result of not
wanting to make confrontation and is tightly correlated to saving face.

Figure 7: Chinese culture

When adding the concept of relationship (guanxi) and networks (guanxiwang) from section 2.4.1 with
Chinese cultural values, one gets key aspects of Chinese culture such as trust, reciprocity, forbearance and
reputation (figure 5). Knowledge and understanding of these are essential when doing business and can
open doors to opportunities such as reduced transaction cost, an opening to a new market and synergies
or economies of scale.
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2.6.2 Swedish culture & business culture
According to Anderson (1993), Swedish business is built on the foundation of consensus and agreements.
All discussion should take place in an atmosphere of harmony. The desire to work together towards certain
goals constitute the concept of consensus and decisions are not made without consent. This can be time
consuming and whilst other countries may see this as inefficient, the consensus model fits into the flatter
organizations where individual power is less prominent. In Sweden, consensus means that everyone is
involved in the decision-making process and if someone is left out, a consensus has not really been
reached. According to Anderson (1993), several studies measuring and comparing national cultures and
behavior has been done. These have resulted in findings showing that Swedish people value independence,
honesty and openness and that Sweden is a country where people have a “man is good”- attitude, viewing
the future in a bright and positive way.
In Sweden, the word “lagom” is used frequently in everyday speech and expresses a positive attitude
towards moderation and compromises (Anderson, 1993). The word means “just right”- not too much but
not too little. Swedes always look for “lagom”. If you are too boisterous, obtrusive or authoritarian, you
will create conflicts. On the other hand, if you are too silent, complaint or self-affecting, you will not be
noticed. Because “lagom” implies balance- spending too many hours on work is not popular and the
Swedish mentality is that there is time for work and there is time for leisure, separating the two from each
other. According to Johansson, Robinowitz and Werner Carr (2001) Swedes view themselves as
independent individuals and private life is highly valued. This results in people preferring to work less
rather than too much since overtime is considered inefficient. In Sweden, overindulgence is frowned uponone should work hard but not too hard. When in an attempt to reach an agreement and consensus is
achieved, it means that an optimal position has been reached and that the outcome is “lagom” or “just
right”.
Sweden is a low-context culture. Swedes like to be direct and understated, employing simple terms and
avoiding hypes. Double meaning and ambiguity make Swedes uncomfortable and they see people who do
not give straight answers as devious and unreliable. Swedes therefore safely assume that others mean
exactly what they say. Honesty is important and Swedes respect straight talk and candor, that is, telling
things as they are. They want the truth. For Swedes, any communication should have a purpose. According
to Anderson (1993), Swedes converse to gain knowledge or confirm an agreement and are not fond of
small talk.

2.7 Hofstede’s Cultural Dimensions
Professor Geert Hofstede is one of the pioneers in the culture literature. By analyzing employee value
scores within the IBM Corporation in a total of 40 countries between the years of 1967 and 1973, Hofstede
(1980) studied how values in the workplace were influenced by culture. It is stated that culture can only
be used meaningfully when compared to each other. Hofstede’s analysis of different national cultures
consists of six dimensions; (1) power distance, (2) individualism versus collectivism, (3) masculinity
versus femininity, (4) uncertainty avoidance, (5) long term orientation versus short term normative
orientation and (6) indulgence versus restraint, where every country has a value on each index. These
values are then compared to other countries’ values in order to find similarities and differences compared
to each other. According to Hofstede (1980) the “cultural distance” hypothesis suggests that costs,
difficulties and other risk associated with cross-cultural contact increase with growing cultural differences
between organizations, groups or individuals and that it is crucial to bare this in mind in oversea
investments.
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2.7.1 Swedish & Chinese Cultural Dimensions
According to Hofstede (2011), Chinese and Swedish culture differ significantly in almost every dimension
except for uncertainty avoidance, where both countries scored low. In the other five dimensions, it almost
seems as if Sweden and China are each other’s opposites where Sweden for example is a rather
individualistic country whilst China is more of a collectivistic country. Another example is the masculinity
dimension where China scores high whereas Sweden scores low, hence characterizing a feminine country.

Figure 8: Chinese and Swedish cultural dimensions

Power distance expresses to which extent the less powerful members of a society accept and expect that
power is allocated differently. The dimension expresses the fundamental issue about how inequalities
among people are handled in society. In societies where a large degree of power distance is accepted, a
hierarchical order where everybody has his place is justified whereas in a society where low power
distance is more common, people tend to strive to equalize the distribution of power and mostly tend to
demand justification for inequalities of power. In China, there is a high score on power distance (80 on
Hofstede’s index), compared to Sweden where the power distance is rather low (31 on Hofstede’s index).
China's high score on power distance demonstrates the inequality of power and wealth in the country and
that these are accepted. There is a subordinate-superior relationship amongst people and people are
influenced by formal authorities. Furthermore, the concept of rank is high and individuals often do not
show aspirations beyond their rank. According to Hofstede, (2001) the Chinese history of political control
combined with cultural heritage, affects the power enhancements of China. There is also a belief in China
regarding “Confucianism” which emphasizes social order based on unequal relationships which
demonstrates the Chinese hierarchical cultures. Hofstede (1983) also found a strong relationship between
power distance and collectivism in his research. Although collectivistic countries mostly demonstrate high
power distance, not all individualist countries have a low power distance index.
Individualism symbolizes a “loosely-knit social framework” where a high score on the index symbolizes
a society where people are expected to take care of only themselves and their closest family members.
The opposite of individualism, characterized by a low score on the index, symbolizes collectivism. This
characterize a state of a tightly-knit framework where individuals can expect their relatives or close friends
to look after them in exchange for loyalty. The position of societies on the individualistic index depends
on people’s self-image and how it is defined in terms of “we” or “I”. For instance, Sweden scores very
high on individualism (71) compared to China (20) where collectivism is of a high standard. The Chinese
culture is therefore characterized by organizational cultures where teamwork is valued and the decisions
made are made with the in-group’s best in mind. Personal relationships tend to be more important than
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the tasks within an organization. The Swedish culture on the other hand, tends to value individual
performance where decisions are being made with an individualistic person’s or a specific group’s best in
mind. According to Hofstede (2001), the level of individuality depends on several factors such as size,
history and organizational culture, together with educational level.
Masculinity stands for a society with heroism, achievements, assertiveness and material rewardness for
success and the society is generally characterized as competitive. A low index on the masculinity index
characterize the feminine side of this dimension, femininity, which stands for modesty, cooperation and
caring for the weak. It is more important to have quality of life in feminine societies and the society is
more consensus-oriented. The contrast between masculinity and femininity is also related to a “tough
versus tender” culture. China dominates the masculine side in this perspective, scoring 66 on the
masculinity index whereas Sweden in comparison scores 5, indicating a feminine society. A masculine
country like China tends to be more success oriented and driven. The need to maintain high success can
therefore affect leisure from work which is not important. Hofstede (1980) asserted that masculine culture
mostly insist on maximum distinction between the roles of women and men in societies.
Uncertainty Avoidance expresses how the members in a society feel uncomfortable with uncertainty and
ambiguity. The fundamental issue in this case plays with the thought that no one can really know what
the future will bring. A society that exhibits strong uncertainty avoidance are very intolerant to unorthodox
behaviors and ideas. When a society reacts more relaxed towards uncertainty avoidance, practice counts
more than principles. Uncertainty avoidance also indicate the extent to which members of a culture have
trust and faith in institutions that try to avoid uncertainty. In this case, both China and Sweden scored low
on the index (China scored 30 and Sweden scored 29), indicating that both societies have the same equal
manner regarding uncertainty avoidance. Hofstede (1980) claims that societies with high uncertainty
avoidance often try to minimize unstructured conditions. These societies use laws and regulations to
reduce the extent of ambiguity. According to Jandt (2006), these type of societies are often emotional,
aggressive and security seeking. On the contrary - societies with low uncertainty avoidance are more
tolerant and mostly acceptable towards changes. These societies mostly do not feel the need to engage in
every uncommon situation. Such societies are more willing to take risks and at the same time they are less
emotional, less aggressive and more relaxed.
In one way or another, all societies deal with its own past and has to conquer the challenges of the present
and the future. The long term orientation evaluates these dimensions and can be identified as “how every
society has to maintain some links with its own past while dealing with the challenges of the present and
the future” (Hofstede, 2017). A society that scores low on this dimension prefers to maintain timehonored traditions and norms while finding societal change suspicious. A society with high score on this
dimension take a pragmatic approach. These societies rather encourage thrift and efforts in modern
education and see it as a way to prepare for the future. China’s score of 87 on the index shows that the
Chinese culture is very pragmatic and that long term goals are more common- this, in contrast to Sweden
(scoring 53 on the index), where the society tends to focus on short term goals. According to Minkov and
Hofstede (2012), the long term orientation index reflected the past national economic growth. Several
values are correlated with a positive and a negative pool. On the positive side, persistence, ordering
relationship by status and observing this order, thrift and having a sense of shame, forms this perspective.
On the negative side, personal steadiness and stability, protecting your “face”, respect for tradition and
reciprocation of greetings, favors and gifts symbolizes this part. Bond (1987) named the dimension
“Confucian Work Dynamism” because the items that can be found regarding this dimension goes back to
the teachings of Confucius. Dynamic future oriented items can be found on its positive pole of static,
whereas past- and present-oriented ones can be found on the negative pole. China and other East Asian
countries seemed to score high on the dimension which suggest a long-term orientation while other
continental European countries had average scores.
20

Indulgence represents a society that allows relatively free gratification of basic and natural human drives
which are related to enjoying life and having fun. Restraints is the opposite of indulgence and stands for
a society which suppresses gratification of needs and often regulates it by means of strict social norms.
Sweden scores high in indulgence (78) whereas China scores low (24), showing the opposite of each
other's society. According to Hofstede (2011) indulgence appear when freedom of speech is of major
importance whereas the opposite - restraint occurs when freedom of speech is not a primary concern.
Indulgence also involves incidence where there exist a high demand of leisure but for the restraint one´s,
leisure is less important. Another example of indulgence, appears where a perception of personal life
control exists and on the restraint side, a way of helplessness regarding “what happens to me is not my
own doing” appears.

2.7.2 Critique of Hofstede’s theory
Despite Hofstede being one of the pioneers in the cultural literature and has had worldwide acknowledge
for his work, there are critics to his theory, not only to the cultural dimensions (Krikman et al., 2006;
Kitayama, 2002; Tang and Koveros, 2008; Baskerville, 2003) but also to the internal and external
reliability in Hofstede’s methodology (McSweeney, 2002). On the aspect of cultural dimensions,
McSweeney (2002) agrees that Hofstede’s research legitimately can be called a multi-national comparison
since the same study was conducted in different countries and later compared in relation to each other.
McSweeney (2002) also argues that Hofstede failed to motivate that his study can reflect whole nations
in a correct and reliable way. McSweeney’s (2002) main critique towards Hofstede’s theory thus lies in
the reliability aspect of (1) external reliability, that is, general problems and complications with the study
and (2) internal reliability, that is, problems with hypotheses and methodology.
The external reliability critique addresses how representative the survey is for the respondents’ nations.
McSweeney (2002) points to the fact that the original study may sound reliable because of a participation
of nearly 117 000 IBM employees in 66 countries (later limited to approximately 40 countries) but that a
high participation frequency does not imply that the study is reliable per se. McSweeney (ibid) found that
the average number of participants was low and almost critically low in many of the countries. As a result
of this McSweeney (ibid) argues that Hofstede’s generalization is unjustified. Furthermore, Hofstede
assumes that there is a standardized organization culture at IBM which made it possible for him to
“isolate” differences between cultures but McSweeney (ibid) questions whether the data is representative.
If they were to represent the whole nation, then the data must be the same even if generated from other
forms of companies and organizations within the same nation which most likely would not be the case.
What is more, McSweeney (ibid) questions if national culture is the only factor affecting behavior,
especially when Hofstede himself introduced a series of non-national factors called “sub cultures”.
McSweeney therefore introduces different non-cultural factors which affect behavior, for example history,
economy and form of government. Lastly, McSweeney (ibid) states that nations are not fixed in time but
rather inconsistent. They tend to expand and combine themselves but can also shrink and resolve. He
argues that if a nation, with its own culture, resolves- then the new cultures would have to share the same
values as the former culture, which does not have to be the case. The same thing goes for the combination
of two cultures. If two countries were to build a shared nation, then the new national culture would have
to be a combination of the two separate cultures, at least with Hofstede’s reasoning.
The internal reliability critique addresses problems arising from the premises that IBM has a standardized
organizational culture. Hofstede assumed that that was the case but McSweeney (2000) opposes to treating
the organization as one organizational culture, which is in line with previous research that acknowledge
incomplete and growing cultures within the same organizational culture (Jelinke et al., 1983; Smircich
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1983; Spender, 1998). To his defence, Hofstede did eventually acknowledge these incomplete
organizational cultures a decade later which then, even more rightfully, questions the validity in
Hofstede’s original study. Another critique against Hofstede’s theory is that Hofstede interpreted the
national dimensions as “bipolar” as many of these dimensions are each other's opposite (individualism
contra collectivism and masculinity versus femininity). McSweeney (2000) argues that it is unjustified to
say that a country is either individualistic or collectivistic because of the fact that many situations are
situation based and that a culture can have a mixture of both individualistic and collectivistic tendencies.
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3. Methodology
In the methodology chapter, the research process is described as well as how the research methods are
related to different quality concepts of quantitative and qualitative approaches. The chapter starts with
the research paradigm and the faced obstacles before a final research method and research strategy could
be chosen. This is followed by a presentation of characteristics of the study in line with the concept of
method triangulation and the chapter is concluded by criticism of sources.

3.1 Research paradigm
As stated by Ritchie and Lewis (2003), there is not a single and accepted way of conducting research and
the way that a researcher carries it out depends on multiple factors, compiled in what is called research
paradigms. Research paradigms have been discussed in methodological research such as FrankfortNachimas and Nachimas (1996); Alvesson and Sköldberg (2008); Huff (2009) and Denscombe (2016).
The different forms of definitions vary but they all share the same ground in assuming that a paradigm is
a way of observing through the eyes of the researcher and that paradigms consist of personal interpretation
of the world. Acting as a form of filter of a researcher’s perceptions, paradigms include subjectivity as
well as personal beliefs, ideas and experiences with which the readers are introduced to the standpoints of
the researcher’s own paradigm.
Huff (2009) argues that researcher paradigms are formed as a distinct response towards the ontological
position (philosophy of existence and what is true), epistemology position (philosophy of knowledge and
methods of figuring out the truth) or the methodological positions. Ritchie and Lewis (2003) argue that
whilst the ontological position refers to “what is possible to know about the world”, the epistemological
position points to “how it is possible to find out more about the world”

Figure 9: Hermeneutical circle (Alvesson and Sköldberg, 2008)

There are mainly two sets of paradigms that have been acknowledged and discussed amongst scholars in
both quantitative and qualitative studies; positivism and hermeneutics. According to Alvesson and
Sköldberg (2008), positivism is derived from the Latin word positum, the past participle of “put” or “lay”.
This means that something is already put, laid or fixed, for instance; factual data or facts. The objective
of the researcher is therefore to collect and systematize that data. In contrary, hermeneutics derives from
Greek, hermene´vein meaning to interpret. A theme in hermeneutics has been that “the meaning of a part
can only be understood if put in the context of its whole” (Alvesson and Sköldberg, (2008). The
hermeneutical circle (figure 8) therefore states that the “part” can only be understood from the context of
its whole and the context can only be understood from its parts. The hermeneutical solution to this is to
begin in one aspect of a phenomenon and put this in context with its general whole, which highlights the
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studied case. Alvesson and Sköldberg (2008) explain that hermeneutics is more connected to empathy and
that the approach brings understanding where the researcher identifies himself or herself with the studied
people, putting him or herself in their shoes and their actions. By identifying with the studied people
(parts) the researcher can understand their actions (whole). According to Sohlberg and Sohlberg (2013),
hermeneutics is historically connected to analysis of documents but can be used if the researcher wants to
validate or verify phenomena or interpretations with interviewees.
This thesis has a hermeneutic point of view since the purpose is not to measure absolute data but more to
understand different aspect of cultural differences that arise when Chinese investors invest on the Swedish
market. By looking at Chinese companies’ internationalization towards Sweden and the establishment on
the Swedish market, the authors of this study will highlight one part-aspect of the whole phenomenon of
Chinese OFDI and the cultural differences they encounter when investing in Sweden.

3.2 Towards a research method
Along the course of this thesis, the authors encountered some obstacles which would completely change
the direction of the thesis. Therefore, the process towards the final research method and research strategy
will be presented in order to give the reader some insight into the working process as well as understanding
in why some changes had to be made.
The initial process of this thesis started with the authors seeing two gaps in the literature regarding FDI
and China. Firstly, previous research had been focusing on Western companies’ investments and
establishments in China but there were only a handful of research on Chinese FDI in Europe and almost
nothing on Chinese FDI in Scandinavia. This small category of research consisted of similarities and
divergence in investment strategies between European countries (Morales and Brennan, 2010) and
motives and location factors for Chinese FDI in Finland (Lintunen, 2011). This, in combination with
Chinese establishments in Sweden such as Huawei and the creation of Geeley Sweden AB as a result of
the Geeley-Volvo Cars acquisition, as well as the long prosperous relationship between China and
Sweden, sparked the interest in filling this gap by studying Chinese companies’ investments/ entrance to
the Swedish market.
Secondly, the authors of this thesis initially had an interest in the role of chambers of commerce for foreign
companies and investors wanting to conduct business in oversea countries. What is more, one of the
authors had previously worked at the German-Swedish chamber of commerce which sparked an interest
in their business concept. After already deciding that China would be an interesting dissertation topic, the
authors found that the Chinese chamber of commerce was established in Sweden as late as late 2016,
which meant that the role of a Chinese chamber of commerce in Sweden for Chinese companies and
investors was an untouched field as well, thus giving us the opportunity to also fill this literary gap. These
two gaps resulted in the interest of investigating which cultural barriers that Chinese companies/investors
meet when establishing on the Swedish market, how these are dealt with and how the Chinese Chamber
of Commerce can assist with reducing cultural risk.
Regarding the research method, a triangulation of methods was chosen. An internet-mediated
questionnaire would constitute for the quantitative part and after getting a list of Chinese companies
located in Sweden from Business Sweden, the population consisted of 48 Chinese companies situated in
Sweden. The initial thought was that by sending out a questionnaire regarding Chinese internationalization
processes to- and establishments in Sweden, the authors would get a good quantity of experiences that
Chinese companies/investors have of internationalization, which cultural barriers that they have
encountered and if there is a demand/request for cultural advisory services from a newly established
Chinese chamber of commerce. As for the qualitative part of the thesis, the author's’ ambition was to
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conduct an interview with a representative from the Chinese Chamber of Commerce as complementary
data allocation, in order to map in what ways the chamber of commerce can assist Chinese
companies/investors in reducing cultural risk. The ambition of this study was therefore to conduct an
exploratory study with focus on; (1) cultural barriers and risks in the Chinese internationalization process
to- and establishment on the Swedish market and (2) exploring the function of the Chinese Chamber of
Commerce in reducing cultural risk, thus helping Chinese investors conduct profitable businesses in
Sweden.
During the course of this thesis, the authors had to confront two major obstacles. The first issue got
palpable as the amount of participating respondents of the questionnaire was extremely low (3 out of 48),
thus resulting in a response rate of 6.25 per cent. It was clear that several Chinese companies either had
not been interested in participating in the survey or had never seen the survey reaching out to them. It is
hard to speculate the reasons but one might be that the authors had sent out the survey to key people in
the companies which are hard to contact. These key people were for example CEO:s of the company or
the “communication conductors” which the authors believed had the best insight to the company's
internationalization processes and establishments.
According to Holme and Solvang (1997) it is not seldom that there will be a loss of participants which
will affect the survey in the end but because of the poor participation, the authors had to re-evaluate how
the research would continue. At this point, an interview with the Chinese Chamber of Commerce had
already been confirmed, which lead to the idea that a qualitative heavy research could be conducted- still
in the framework of Chinese internationalization and risk reduction when establishing on the Swedish
market. The purpose was slightly modified (figure 9) with new foci on different trade/investment
facilitating organizations that Chinese companies and investors may turn to in order to reduce different
aspects of cultural barriers in line with the concept of psychic distance, that is; “the set of differences from
one country to another due to culture, language, norms, rules, laws and political system”. From the outset
of psychic distance, the authors contacted different instances in Sweden that agreed to participate in
interviews. More about the selection and presentation of the interviewees follow in section 3.7.2.1 and
4.1 below but to briefly conclude and show the relevance of these people, the interviewees were; two
Chinese advisors (PwC and Vinge) one Chinese expert (Mannheimer Swartling) a senior investor service
analyst (Business Sweden) and a chairman (Chinese Chamber of Commerce). These interviewees regained value and trustworthiness into this thesis. With their expertise in Chinese business culture and
internationalization process as well as the business landscape in Sweden, they could share their knowledge
on different approaches to reduce psychic distance that is cultural risk.

Figure 10: Modified purpose

The second obstacle was the difficulty to arrange a meeting with the Chinese chamber of commerce. After
having an already confirmed meeting in March, the date was postponed a number of times due to the
Chairman’s trips abroad. The interview never happened and so the authors of this dissertation missed an
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interesting opportunity to get insight into the role of the Chinese chamber of commerce in this subject.
However, one of the respondents from the questionnaire agreed to answer any further questions, meaning
that there were five interviews in total. This made it possible to generate valuable data which, from an
outsider organizational perspective, could shine light on Chinese internationalization, cultural barriers and
risk reduction.
Still, one of the core aspects of this thesis was to study Chinese internationalization to- and establishments
in Sweden, thus demanding a company/investor’s experience, hence the authors’ decision to combine the
qualitative interviews with the data that the three survey respondents had provided. After all, they were
important companies because they had all gone through an internationalization process, established on the
Swedish market and have had to face different aspects of cultural barriers. Therefore, their experiences
are of great importance for this thesis. As a result of the previous explained journey of this research, the
thesis is still characterized by a triangulation of both quantitative and qualitative ways of generating data
but with a different approach, which constitutes the foundation of the following sections.

3.3 Way of understanding
According to Johannessen and Tufte (2003), one of the main goals in social science research is to integrate
theory and empirical findings, which is why the theoretical framework on the one hand has to be
substantiated, whilst the empirical findings on the other hand have to be rooted in theories. In order to
find a correct and logical connection between theory and empirical findings, there are two models of
reasoning; induction and deduction. An inductive approach, as described by Alvesson and Sköldberg
(2005) amongst others, consists of a series of individual observations which can be generalized when a
liaison has been observed in the majority of these observations. The inductive approach is said to proceed
from collected data, then searching for patterns in order to create theoretical frameworks. One could say
that the researcher develops theories from empirical evidence. Even though inductive approaches have
been popular amongst researchers, there are a few downsides which Alvesson and Sköldberg, (2005) list.
For instance, the inductive approach means a risky leap from a series of individual phenomena, and
generalizing them into one absolute truth should be questioned. What is more, the underlying situation is
not accounted for, instead the researcher targets and creates a universal rule out of a small portion of the
situation. The deductive approach is the opposite of the inductive approach and stems from known
theoretical frameworks that are being tested through empirical studies. One could say that the researcher
proceeds from theory to empiricism. The deductive approach proceeds from tested theoretical frameworks
which can explain the phenomenon in question. The positive aspect of a deductive approach is that it
constitutes less risk since the conclusion lies on the foundation of tested theories. This however, does not
mean that there are not any negative aspects to the deductive approach. As discussed by Alvesson and
Sköldberg, (2005), the deductive approach assumes that the used theoretical framework are always
universal. Furthermore, the deductive approach does not seem to explain anything in a study but rather
avoid explaining different phenomena by authority statements. To explain this one can imagine a child’s
question, “why does butterflies have wings?”, whereupon a stressed parent replies; “because all butterflies
have wings” (Alvesson and Sköldberg, 2005).
This dissertation has used a mixture of both deductive and inductive approaches, resulting in what
Denscombe (2016) calls abduction. While the inductive approach proceeds from empiricism and the
deductive approach from theory, the abductive approach proceeds from empirical facts (induction) but
does not reject theoretical prepositions (deduction). Alvesson and Sköldberg, (2005) argue that the
abductive approach is not a mixture of the inductive and the deductive approaches, but an approach in an
own category. The characteristics of the abductive approach are that aspects in the research process, for
instance the theoretical framework, can be adjusted as well as the area of empirical application. The
abductive approach also brings understanding to the studied phenomenon.
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Using the abductive approach, this study proceeds from many well- known theories such as the Uppsala
model of internationalization and the network approach, in order to explain different aspects of Chinese
internationalization and establishment in Sweden- all this in line with the deductive approach. The authors
also uses the inductive approach as the perspective of Chinese internationalization to Sweden and cultural
risk reduction opportunities for Chinese investors, have not been studied enough. As a result, this study
both acknowledge previous research as well as filling the gap in international business by opening up new
paths on a new field for further research. The inspiration of using the abductive approach comes from
Sköldberg (1991a) who applies an abductive approach when studying municipal organization changes.
This is applicable also in this study which aims to map how different companies and trade-facilitating
organizations can assist Chinese companies in reducing cultural risk.

3.4 Research method
In his book, Denscombe (2016) states that there are two kinds of research strategies that are well known
in social science; qualitative and quantitative strategy. The first main difference can be found in
measurement precision, that is, data resulting in rough estimates is said to be qualitative whilst data
resulting in more precise estimates is said to be quantitative. The second difference between qualitative
and quantitative strategy can be found between subjectivity and objectivity. For example, qualitative data
often revolves around subjective perception whilst quantitative data is more objective. According to Huff
(2009), qualitative methods are said to identify and compare “qualities” or characteristics of empirical
evidence whilst quantitative methods count, measure and analyze things.

3.4.1 Strengths and weaknesses of each method
Huff (2009) says that there will always be critics who question the methodology choice in a research.
Someone using a quantitative methodology will be judged by those with similar methodological
commitments, questioning for instance the objectivity and neutrality of the study. Furthermore, there will
always be questionings about the adequacy and richness of the description in a qualitative study. Huff
(ibid) continues by arguing that problematic charges arise when researchers and scholars look beyond the
methods that attract them. For instance, so called “outsiders” who are not sympathetic to qualitative
methods often complain that a qualitative study is subjective or lack rigor, just as much as those lacking
sympathy about quantitative methods often complain about oversimplification.
Regarding qualitative methodology, one advantage is that the researcher gets the opportunity to gain a
deeper insight into the situation (Holme and Solvang, 1997). This opportunity offers the authors a situation
where it is possible to embrace the whole picture of the current situation. In this case the current situation
involves Chinese companies’ internationalization processes and establishments. Furthermore, Holme and
Solvang (1997) claim that the unit that is being interviewed has the opportunity to affect the image which
the authors aim to study. Whether this is an advantage or disadvantage depends on the purpose of the
study and who is being interviewed. According to Saunders et.al. (2009) the more ambiguous and elastic
the concept of a qualitative research method is, the less possible it will be to quantify the data in a
meaningful way. Qualitative data is characterized by their richness and fullness based on the author's
opportunity to explore a subject in its realistic manner. Because of the nature of the collected qualitative
data, there are implication for its analysis. The non-standardized and the complex nature of the data that
the authors have collected, will for sure be summarized, categorized or restructured to support a
meaningful analysis. If this will not be implemented, there will only be left an impressionistic view of
what the data wants to give a message of.
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A disadvantage among the qualitative research methods is the situation which occur between the authors
and the person being interviewed (Holme and Solvang, 1997). It can in some cases predict certain
expectations which eventually will form the respondents’ answers. The person being interviewed can in
some cases act in a certain way because the authors expect them to, which is important for the authors to
be aware of. According to Saunders et al. (2009), research participants who receive a questionnaire
through the Internet or through the post may be reluctant to complete it for a number of reasons. It may
for instance be that these research participants do not that feel it is appropriate to provide sensitive and
confidential information to someone they have never met. Perhaps the research participants also find it
not completely trustworthy in which the information they provide is used. The participants may be
reluctant towards spending time and provide written explanatory answers where it is requested, especially
if the questions of the meaning is not entirely clear. Therefore, according to Healey (1991:206) it is more
advantageous for the interviewer to form an interview, because it gives the interviewer a wider control
over who answers the questions´, compared to a questionnaire which can be passed on from one person
to another.

3.4.2 Triangulation of methods
To minimize the specificity of one research method and in order to illuminate a research topic from
multiple angles, Frankfort-Nachima and Nachima, (1996) state that a researcher can use multiple methods
of data collection. They argue that a triangulation of methods could, for example, consist of structured
questionnaires, supplemented with in-depth interviewing. If the findings of different data collection
methods are consistent, then the validity of those findings is increased. This is something this thesis intend
to do. This thesis combines the qualitative and the quantitative methods and is therefore characterized by
a triangulation of methods. As described by Huff (2009), the purpose of choosing a method is to, not only
bring the researcher closer to what he or she is trying to understand but also help the researcher verify,
that is, to make what has been discovered more probable and plausible. In this case, the authors want to
understand the obstacles faced by Chinese companies and investors when establishing on the Swedish
market, which is why a survey, in line with the quantitative approach, is conducted. In order to verify that
data, deeper interviews with trade/investment facilitating organization as well as with one of the
participated companies are conducted, which allows this thesis to justify probable and plausible
conclusions.

3.5 Research design
According to Saunders et al., (2009), the research design consists of the overall plan for the research. The
plan initiates by the researcher thinking of his or her research project as questions which the researcher
wishes to answer, thus making the purpose and the research questions the guideline for which form of
research design the future study will have. Saunders et al., (ibid) divides the research design into three
sub-groups; exploratory studies, descriptive studies and explanatory studies. The exploratory study is a
flexible research design as it is adaptable to change as new data may occur, which shapes the study on a
regular basis. This form of research design is generally used when the researcher tries to find out what has
happened, to seek new insights or to assess a phenomenon in a new light. Therefore, the design can be
compared to the activities of a traveller or an explorer. An exploratory study can be conducted either by a
search of the literature, by conducting group interviews or by interviewing “experts” in the subject.
The object of descriptive studies, as explained by Saunders et al., (2009), is to “portray an accurate profile
of persons, events or situations” and it is therefore important to have a clear picture of the studied
phenomenon in question, in order to portray it accurately. Critiques of the descriptive designs say that
there is a danger with research that concludes data as “interesting” without further going in depth of data,
drawing conclusions with a theoretical framework. Explanatory designs constitute studies that establish
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causal relationships between different variables, for instance when studying quantitative data on
manufacturing scrap rates and the age of machines that are operated. The variables are tested with
statistical tests in order to measure the correlation between different variables.
The research design of this dissertation is of an exploratory form as a result of the paper’s purpose. Since
the perspective of Chinese internationalization process and cultural risk reduction in Sweden has not been
done before, this paper tries to seek new insights and assess the phenomenon of Chinese cross cultural
FDI, with focus on the Swedish market as a destination. In a way, the authors of this dissertation act like
explorers in a field which has not been studied before in the cross-cultural FDI literature. What is more,
in order to fill this literature gap, a series of interviews with experts in Chinese internationalization and
risk reduction are conducted which is one of the characteristics of exploratory studies. The term “expert”
may be perceived as subjective. However, according to the Cambridge dictionary (2017), an expert is “a
person with a high level of knowledge of skill relating to a particular subject or activity”. The conducted
interviews are all with people with a high level of knowledge, both of Chinese business culture and
internationalization but also of Swedish business culture and market. This will be further discussed under
section 4.1, “presentation; trade/investment- facilitating organizations”

3.6 Research strategy
Explained in Frankfort-Nachimas and Nachimas (1996), the research design is determined by the way
data is obtained, that is, either by verbal or nonverbal acts. These categories determine whether the
research design will consist of, for example, observational methods, secondary data analyses, or survey
research (personal interviews and questionnaires). The research strategy signifies more detailed
information of how data is collected and analyzed. According to Saunders et al., (2009) the choice of a
research strategy is determined by existing knowledge but mostly by the study’s research questions which
should consist of a strategy that most accurately meet the objectives of the research.
The research questions in this study are:


What attract Chinese companies to invest in a small economy like Sweden and how is Chinese
companies’ internationalization towards the Swedish market characterized?



Which cultural difficulties do Chinese companies encounter when entering the Swedish market
and how are they dealt with?



How can local trade/investment-facilitating organizations assist Chinese companies with different
aspects of psychic distance, thus reducing cultural risk?

The first two research questions have been created in order to open up a free discussion from both Chinese
investors and experts on the field whilst the third question is focused on the trade/investment-facilitating
organizations. The possibility to complement data from two aspects therefore validates a triangulation of
methods. As a result, a triangulation of data generating methods follows.

3.7 Data collection
According to Saunders et al., (2009), data can be collected by using a variety of strategies such as
experiments, action research, case studies and surveys etcetera. In this thesis, the data collecting method
consists of a survey strategy because of the nature of the subject. In line with the quantitative approach, a
questionnaire is conducted and sent out to Chinese companies and investors in order to get insight in what
attract Chinese investors to invest in Sweden but also to get information about the internationalization
process towards Sweden and encountered cultural barriers when entering the Swedish market. What is
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more, in line with the qualitative approach, semi-structured interviews are conducted to verify and
supplement the data with the experience and expertise of experts from local trade/investment-facilitating
organizations.

3.7.1 Quantitative internet-mediated questionnaire
For the quantitative part of this study, an internet-mediated questionnaire is used. The selection criteria
for the population is Chinese companies that have invested and established their operation in Sweden or
started a new form of operation on the Swedish market. In this study, the population, defined as “aggregate
of all cases that conform to some designated set of specifications” (Frankfort-Nachimas and Nachimas,
1996), consists of a list provided by Business Sweden of 48 Chinese companies who have established on
the Swedish market between 1999 and 2017.
As discussed in Frankfort-Nachimas and Nachimas, (1996), there is a basic distinction between
probability and non-probability sampling where a probability sampling means that for each sampling unit
from the population, one can specify the probability of each unit getting included in the study. A nonprobability sampling on the other hand gives the research no chance of specifying which units that will be
included or not. According to Saunders et al., (2009), probability sampling is most commonly associated
with surveys where there is a need to make an interference from the sample about the population.
However, Saunders et al., (2009) state that populations that are less than 50 cases are advised against
probability sampling and that data should be collected based on the entire population as the influence of
one extreme case is clearer than when it comes to larger samples. As a result of this, this thesis’s sampling
framework is the same as the population with one modification; some of the companies listed on the
population list had more than one transaction, meaning that the same companies had done several business
transactions after their initial acquisition or establishment, thus appearing more than once on that list. As
a result, the sampling frame in this study is reduced to a non-probability sampling of 44 cases. These do
not have anything of value for this study since it is only the initial investment and establishment that is of
interest.
The authors use a standardized web questionnaire which is sent out to the Chinese companies listed in the
sampling frame. In the majority of the transactions or establishments, a contact name with an email address
is found which are used to send the questionnaire. In the cases where a contact person is not provided, the
survey is sent to people working at that company, asking them to forward the mail to someone who has
been part of the company’s internationalization process to Sweden or someone with insight in the
establishment process on the Swedish market.
The internet-mediated questionnaire consists of 28 questions (see appendix) and is created on Google
Drive. The URL link is attached in the mails that the authors of this thesis sent out to the contact people
listed on the list that Business Sweden provided. These people were chosen because of their presence and
knowledge about the investment or establishment on the Swedish market. Conducting internet-mediated
questionnaires is of advantage when wanting to have standardized questions that are sent out to a big
quantity of respondents. According to Denscombe (2016), this is favorable because of the fact that the
questionnaire responses are registered directly without the researchers having to collect them. As
mentioned by Frankfort-Nachimas and Nachimas (1996) questionnaires are also characterized with low
costs, reduction in biasing errors that often occur with interviews as a result of the interaction between the
researcher and the participants. However, internet-mediated questionnaires have a greater risk of
misunderstandings, which means that the researcher has to be extra clear and obvious with formulating
the questions that requires a simplicity. Another downside with online questionnaires is that the
respondents do not have the opportunity to ask the researcher about questions or interpretations. At the
same time, the researcher do not have a chance of asking follow-up questions or ask the respondents to
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explicate their answers. In addition, a disadvantage of internet-mediated questionnaires is the low response
rate. According to Frankfort-Nachimas and Nachimas (1996), the response rate, that is the percentage of
the participating units of the sample frame, is much lower in questionnaires than in interviews (20-40
percent versus 95 percent).

3.7.1.1 Questionnaire design
The internet-mediated questionnaire was conducted in English since many of the contact people were not
from Sweden. The survey (appendix V), was initiated by a presentation of the authors’ thesis, followed
by five questions about the company’s/ investor’s year- and form of investment on the Swedish market,
which industry the investment revolved around and motives behind the investment/establishment on the
Swedish market. Following this initial overview, the questionnaire consisted of four categories under
which a series of questions were asked; (1) questions regarding experience, internationalization and
establishment process, (2) questions regarding contact and attitude towards trade/investment-facilitating
organizations, (3) questions concerning risk and risk management and (4) questions regarding cultural
differences and cultural risk.
Question 26 in the “cultural risk” section of the questionnaire deal with different risk reduction measures
that foreign investors may use in order to reduce risks in the internationalization and establishment
process. The risk reductions measures (figure 10) in this thesis is a modified version of those presented in
Golubeva’s (2001) doctoral dissertation. Two of the original six measures are excluded (marked in red);
investment assurance and liquidity of assets. The choice of excluding these are made since they do not
correlate with the theoretical framework used in this thesis and therefore do not fit the theme of this study.
Furthermore, one measure “sending over an agent or a team to operate within the Swedish market”
(marked in green) is added by the authors of this thesis since this could indicate a more fit measure within
Chinese culture and business culture.

Figure 11: Modified risk reduction measures

The questionnaire consists of both open and closed questions. The open questions are formulated in a way
that the respondents get to write their own answers and there is room for giving examples or explaining
themselves. The closed questions on the other hand are structured with pre-determined multiple choice
answers in order to reassure that the respondents did not interpret them in a wrong way or answered the
questions in a way that the authors had not imagined (Denscombe, 2016).
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3.7.1.2 Validity
According to Denscombe (2016), a study’s validity shows how relevant the collected data is for a study.
In other words, validity measures if the study really measures and investigates what the researchers intend
to investigate. In quantitative studies, validity is often split into internal validity and external validity
where internal validity looks upon the precision of the data relative to the purpose of the study, that is, if
the research design fit the research phenomenon. The external validity on the other hand, looks upon how
the empirical findings can be generalized. Denscombe (2016) states that the external validity shows how
possible it is for the findings of the study to occur in similar phenomena on a more universal level.
Based on the purpose of this study; “... to investigate how Chinese companies internationalize towards
Sweden and which aspects of cultural risk they encounter when establishing on the Swedish market”, a
quantitative questionnaire sent to Chinese companies is a good way of collecting data. Unfortunately,
because of the lack of participation in the questionnaire, this part of the purpose loses some points of the
internal validity. Because of a low response rate, the empirical findings might not be generalized to all
Chinese companies that establish in Sweden. As a result, the internal validity can be questioned since the
purpose requires findings that can be generalized. However, since the qualitative interviews are conducted
with experts in the field, the internal validity is somewhat saved, especially when considering the second
part of the purpose.
The second part of the purpose; “...to investigate how local trade/investment-facilitating organizations
can help Chinese companies reduce cultural risk when establishing in Sweden”, requires in-depth data
from experts, making semi-structured interviews a well fitted research design. Over all, the internal
validity of this thesis is therefore strong. However, the external validity of this thesis may partially be
problematic. In terms of the quantitative questionnaire, the sample frame consists of a non-probability
sampling. Since there is a possibility that not all Chinese companies/investors that have invested in
Sweden was part of the list used as population for this study, they did not have the same conditions of
being selected. This, in combination with the low response rate, lowered the score on external validity.
However, behavior and perception are rooted in a country’s culture. As seen in Hong and Phua (2013),
social aspects affect individual behavior which are also affected by culture. What is more, they found that
social aspects such as norms and values are stronger in collectivistic countries. As a collectivistic country
with a culture that is more than 5000 years old, Chinese business culture possesses strong cultural aspects
which most certainly do not vary between companies since Chinese companies are part of the same
culture. They most likely share the same experiences of internationalization and the cultural difficulties
encountered when investing in Sweden. As a result, the external validity of this thesis is stronger than
initially believed.

3.7.1.3 Reliability
According to Denscombe (2016), reliability shows how reliable and trustworthy an empirical result is,
that is, if the result would remain the same if the same study were to be conducted again. The reliability
in internet-mediated questionnaires can be questioned because the respondents are filling out the form
themselves. The researchers can therefore not be sure if the participants have understood the questions
correctly. If conducting the internet-mediated questionnaire again, the results might varies as the response
rate grows.
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3.7.2 Qualitative semi-structured interviews
For the qualitative part of this study, semi-structured interviews are used to collect data. Interviews are
chosen since the sub-purpose of this thesis is to map how local trade/investment-facilitating organizations
can help Chinese companies reduce cultural risk, demands more in-depth knowledge and discussion,
which would not be possible in the form of questionnaires.
According to Saunders et al. (2009), interviews can be highly formalized and structured, either using
standardized questions for each research participants or, on the other hand, interviews can be informal,
consisting of unstructured conversations. According Saunders et al. (2009), conducting interviews is
undoubtedly the most advantageous approach if (i) there is a large number of questions that needs to be
answered, (ii) if the questions are either complex or open-ended or (iii) if the order and logic of questioning
may need to be varied. Since this thesis is set out to cover topics such as internationalization, establishment
process, psychic distance and the role of trade/investment-facilitating organizations, there is definitely a
large number of questions. Some of these questions have higher complexity than others and since the
authors of this thesis interview different people with different experiences and knowledge, the questions
need to be varied- thus making interviews a correct form for generating data.
Semi-structured interviews provides the researchers with the opportunity to “probe” answers, where one
has the opportunity to let the interviewees explain or build on their responses. These circumstances may
also lead to a deeper discussion into areas that the authors had not previously considered but which were
significant for the understanding. The best result for the researchers in such cases is that in these
circumstances, the authors can collect a rich and detailed set of data. According to Healey (1991) it is
common that managers prefer to agree on being interviewed rather than completing a questionnaire,
especially when the interview topic is seen to be interesting and relevant to their current work. An
interview gives the respondent an opportunity to reflect on events without needing to write anything down.
Another advantage of using semi-structured interviews according to Saunders et al. (2009) is that the
probability seems higher to receive a respondent who likes to be interviewed rather than taking part in a
questionnaire.
One commonly used typology is related to the level of formality and structure. Interviews can be
categorized as structured interviews, semi-structured interviews and unstructured or in-depth interviews.
The authors of this dissertation use semi-structured interviews which, according to Healey (1991; Healey
and Rawlinson 1993, 1994), is a form of non-standardized interviews. Semi-structured interviews are
chosen based on the fact that the authors wanted to have the possibility to ask follow-up questions, which
is not possible in structured interviews. According to Frankfort-Nachimas and Nachimas (1996), semistructured interviews are structured in the sense that the researchers have a template to follow whilst the
respondents are given the liberty in expressing their experience and knowledge. In the semi-structured
interviews, the researchers of this dissertation have a list of themes and questions to be covered although
even this can vary from interview to interview. This means that it is up to the researchers to omit some
questions in particular interviews. Even the order of the questions may vary depending on the flow of the
conversation. At the same time, additional questions may be required to explore the research questions.
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3.7.2.1 Selection criteria
The target population for the interviews is people who have knowledge and experience of Chinese
business and internationalization process. Furthermore, a criterion is that the trade/investment-facilitating
organizations must have a department or promote services connected to the perspective of helping Chinese
companies/investors who want to invest in Sweden. What is more, the interviewees should have
established experience with assisting Chinese companies and investors with guidance of conducting
business in Sweden.

3.7.2.2 Size of research sample
The selected population consists of one China expert from Mannheimer Swartling and three
trade/investment-facilitating organizations (Business Sweden, Vinge and PwC). In addition, the
population also consists of one Chinese company- Sino Agro Food, established in Stockholm, Sweden.
Thus, the research sample consists of five interviews in total. The strategy of finding relevant
trade/investment-facilitating organizations who could help Chinese companies to establish in Sweden is
based on research through the internet. Often it was clear which person to contact from each tradefacilitating organization because the website provided the authors with contact details. These people were
contacted via e-mail as a first step and even some telephone calls were also necessary before the authors
had the interviews confirmed.

3.7.2.3 The Interview guide
In line with Taylor and Bogdan (1998), the interview guides used in this thesis, are conducted in order to
make sure that key topics are explored and discussed. According to Brinkmann and Kvale (2009), the
interview guide for the semi-structured interview includes an outline of topics that will be discussed under
the interview. These topics may consist of detailed sequences of carefully worded questions. Further on,
according to Brinkmann and Kvale (2009), the questions can be evaluated thematically considering
knowledge production and also dynamically with regard to the interpersonal relationship in the interview.
The interview guides (appendix I-IV) in this thesis consist of around 33 questions, covering seven topics
regarding Chinese companies’ internationalization process to and establishment on the Swedish market.
The interviews start off with an informative part regarding the interview being recorded and that the thesis
will be published publicly, followed by the question if the researchers have permission to include the
interviewees’ names. The interviews began with a presentation of the thesis and its objectives, followed
by a series of questions about the interviewees. The interviews deal with the seven topics which are;
1.
2.
3.
4.
5.
6.
7.

Chinese FDI and internationalization
Chinese business establishments/investments in Sweden
Characteristics of Chinese culture and implications for establishments in Sweden
Internationalization and establishment theories
Cultural differences and dimensions
Risk and risk management
The trade/investment-facilitating organizations’ role for Chinese investors investing in Sweden.
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3.7.2.4 The interviews
All interviews have started with mail-correspondence in order to get a first contact with the interviewees.
It was most certainly of importance that the interviewees had high levels of experience and knowledge
regarding Chinese internationalization processes and establishments in a foreign country or even in
Sweden. In the end, meeting those criteria were; Business Sweden, Mannheimer Swartling, Vinge, PwC
and Sino Agro Food.

Figure 12: The interviewees

As explained, most of the interviews were conducted face-to-face in the offices where they are located.
According to Frankfort-Nachimas and Nachimas (1996), advantages with face-to-face interviews are
flexibility and control over the interview situation. The questioning process is flexible and the researcher
can often read the facial expressions of the interviewee, determining if he or she needs a further
explanation, if the process should be hurried etcetera. This gives the researcher control over the interview
situation. The researcher can speed up the interview if necessary or explicate different aspects,
gesticulating for more understanding. However, the interviews with Mannheimer Swartling and Sino Agro
Food were conducted via telephone. Frankfort-Nachimas and Nachimas (1996) state that telephone
interviewing should be used under circumstances such as when the interview schedule is relatively simple
and that even though this type of interview is easy and generate moderate costs, there is a possibility of
reluctance to discuss sensitive topics, leading to less information being generated. This is something that
the authors of this thesis are aware of and to cope with these risks, the authors sent out the interview guide
in advance so that the interviewees would be prepared to the topics of the interview.

3.7.2.5 Credibility, transferability and dependability
As mentioned in Shenton (2004), a qualitative study’s trustworthiness can be questioned because the
concepts of validity and reliability cannot be addressed as in quantitative studies. While some scholars
accept these values in both qualitative and quantitative studies, many researchers argue that this is
incorrect and that there are some measurements in qualitative studies that better reflect the nature of the
study, dealing with the same values as validity and reliability in quantitative studies. Guba (1989)
constructed some measurements that correspond to validity and reliability;
a. Credibility (in preference to internal validity)
b. Transferability (in preference to the external validity)
c. Dependability (in preference to reliability)
According to Shenton (2004), credibility measures how congruent the findings are in reality. Firstly, this
means having correct operational measures for the studied phenomenon and that the interview questions
should, if possible, be derived from earlier successful studies. This is shown in this thesis, especially in
the risk reduction part where a series of risk reduction measurements as found by Golubeva (2001), have
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been used. Secondly, the credibility measures how much development of a familiarity with the
participating organizations’ culture is shown as well as random sampling of individual informants and the
use of triangulation. This thesis have a good score on credibility since the participants are experts in their
area. Furthermore, the authors made sure they had knowledge about each organization and its missions,
values and visions before the interviews. This was done by thoroughly reading the organizations’
websites. What is more, a triangulation is used where semi-structured interviews are combined with the
internet-mediated questionnaire as well as a more in-depth interview with one Chinese company.
The concept of external validity amongst quantitative studies concerns to what extend the findings can be
applied to other situations, indicating that the empirical findings should be applied to a wider population.
Since qualitative studies do not deal with large numbers of data but more specifically deal with in depthgenerating data of smaller populations, the measurements of a study’s external validity is seen as wrong
amongst different scholars. According to Shenton (2004), the concept of transferability is much more
accurate since transferability is more about applying the conclusions to similar situations and not
generalizing the findings over a wide population. What is more, transferability does not make broad claims
but more invites the reader to associations with other experiences.
The interviews in this thesis can be separated into three categories; (i) the three organizations that can
provide Chinese investors with different services when establishing on the Swedish market, (ii) a Chinese
expert and (iii) a Chinese company. As for the trade/investment-facilitating organizations, the findings of
this study may be difficult to transfer to similar cases. If, for example, one were to conduct a similar
research in another country, the psychic distance between the Chinese culture and that country’s culture
maybe would not be as high. This would lead to smaller cultural barriers, less risk and therefore other
prerequisites for local trade/investment facilitating organizations in that country. When talking about how
local trade/investment-facilitating organizations can assist Chinese companies when entering the Swedish
market, the transferability is low when applied to other countries. As for the interview with Sino Agro
Food and the China expert, in combination with data from the questionnaire, the transferability is higher
because of the fact that Chinese culture is deeply rooted in the way Chinese business is conducted. As
stated in Javidan and House (2002), organizational culture is affected by national culture so even if the
participation rate amongst Chinese companies was low, there is a high probability that the experience they
shared regarding cultural differences and difficulties is something that other Chinese companies have
experienced too, thus making this dissertation’s empirical findings transferable to some extent.
According to Shenton (2004) dependability and credibility have close ties and the former ensures the
latter. Whilst reliability in quantitative studies deal with measuring replicability, that is, whether the same
results can be obtained if conducting the same research twice, dependability emphasizes the need for
accounting changing contexts within the research processes in order to get closer to a replicable study.
The authors of this thesis try to create a thorough understanding of the research process, the difficulties
that are faced as well as methods for overcoming these difficulties in section 3.2 “the process towards a
research method”. This is done by a thoroughly explained methodology chapter and as a result of this,
the dependability of this thesis increases.

3.8 Criticism of sources
The sources used in this thesis consist of primary sources and secondary sources. The secondary sources
have been carefully selected to fit the essence of this thesis and can be divided into journals and literary
works. The authors of this thesis have used refereed academic journals such as Journal of International
Business, Journal of Cross-Cultural Psychology, Journal of Management Studies, SAGE Journals and
JSTOR. These are all reliable journals containing research-based studies which have gone through peer
reviews. However, as written by Saunders et al., (2009), some content in professional journals are
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published for their members and may be biased towards an organization or the members. One of the
drawbacks of papers from these journals is that many of these scientific articles are relatively old. A
critique may thus be that the information in these articles are not updated (which also applies to the used
academic books) and that the information in this thesis therefore is out of date. One example may be the
articles about/ written by Hofstede. As previously discussed in section 2.6.2 “Critique of Hofstede’s
theory”, cultural dimensions are criticized. In defense to sources regarding culture and cultural
dimensions, it should be discussed whether not they in fact are valid after all. This since cross-cultural
business is rooted in national culture which is not something that changes in a couple of decades, even
though digitalization and globalization might have shrunken the cultural barriers.
This thesis also uses secondary sources that are not peer reviewed in the same way as those from the
scientific journals. This of course reduces the credibility of those sources but the authors of this thesis
have been very strict with which sources that are being used in this paper. For instance used sources are;
International Monetary Fund, World Bank, Asian Development Bank and Trading Economics. In addition
to these are information from government-owned sites such as Sweden Abroad, Business Sweden,
Government Offices of Sweden, Swedish Defence Research Agency and Chinese Ministry of Commerce.
Primary sources in this thesis primarily consist of the semi-structured interviews. Data was generated from
experts in the studied field, some of which have between ten to 20 years of knowledge of cross-cultural
business and investments of Chinese investors. Two of the interviewed people are Chinese and have
worked in both China and Sweden which increases the trustworthiness of the data generated from these
interviews. However, information from interviewed people can be biased which is important to bare in
mind.
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4. Empirical study
The empirical study chapter will be divided into two sections. The first section starts off with a
presentation of the interviewees and the trade/investment-facilitating organizations they represent. The
second section will present the findings of the internet-mediated questionnaire and the in-depth semistructured interviews with the trade/investment-facilitating organizations. These will be complemented
with the experiences of Sino Agro Food.

4.1 Presentation; Trade/investment- facilitating organizations
4.1.2 Business Sweden
Founded in 2013 by a merger between the Swedish Trade Council and Invest Sweden, Business Sweden
works to strengthen Sweden’s trade and investment promotion abroad (Business Sweden, 2017). Its
mission is to both help Swedish companies reach their full potential globally but also to promote foreign
countries to invest and expand on the Swedish market. Therefore, the aim of Business Sweden is to
promote Sweden internationally and enhance the image and awareness of Sweden. Financed by the
Ministry of Foreign Affairs with headquarter in Stockholm, Business Sweden has about 100 employees
in Sweden. In addition to the Swedish office, Business Sweden has 50 offices abroad with a total number
of 500 employees, (Business Sweden, 2017). With offices in 57 countries, Business Sweden is well placed
to identify and help investors with business opportunities in Sweden. From the Swedish perspective,
Business Sweden assist Swedish companies with identifying and reaching export market for Swedish
companies with their products, services and ideas as well as helping SME:s to grow on the international
market (Business Sweden, 2017). For other countries, Business Sweden showcase and promote the
Swedish market by introducing clusters of companies and skills but also help with developing contacts
and building relationships with potential investors, as well as sharing expertise on laws, regulations and
cultural aspects that may influence the business process.
The authors of this thesis have conducted an interview with Erik Corsman, investor service analyst at
Business Sweden. In his department, there are a few industry experts, many of whom have been CEO:s
themselves in successful companies. Erik on the other hand, works as establishment expert so while many
in his team have great knowledge about, for instance life science clusters, Erik has all the knowledge on
everything practical around actually establishing a life science company, which networks that are needed
on the Swedish market and how licensing and recruiting the right people are done. During the one-and-ahalf years that Mr. Corsman has been working with Business Sweden, he has had experience with Chinese
investors as well as greeting a Chinese delegation consisting of investors and businessmen seeking
opportunities in Scandinavia. Erik Corsman wrote his master’s dissertation with focus on China and the
Chinese manufacturing industry where his hypothesis was that the wage costs are rising in China which
will eventually lead to a reduction in the manufacturing industry.
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4.1.3 PwC
“The Chinese market is in focus for many organizations today, from smaller enterprises to global
players. Doing business in China involves viewing the country as both a production and a consumer
market, and Chinese businesses are now expanding into the Nordic and Swedish markets as well”
- (PwC, 2017).
Present in 157 countries, employing over 223,000 people, PricewaterhouseCoopers (PwC) serves as one
of the world’s largest professional service networks (PwC, 2017). Since its foundation in 1998, PwC has
become one of the “big 4” accounting firms next to EY, Deloitte and KPMG. Vault Accounting 50 has
ranked PwC as the most prestigious accounting firm for seven consecutive years.
In Sweden, PwC has seen the growing OFDI of Chinese business and has developed the PwC Sweden
China Desk, which is a China-related section, offering services within tax, audit and advisory. PwC’s
China Desk works as a first point of contact for Swedish companies looking to invest in China as well as
for Chinese companies seeking opportunities in Sweden and the Nordic countries according to PwC China
Desk, (2017). By combining industry knowledge with experience from both the Swedish and Chinese
markets, PwC China Desk is able to provide cross-border services regarding for instance cross-border
business facilitation, assisting in employment issues and simplifying day-to-day operations.
The authors of this dissertation have had an interview with Alex Xiang, transfer pricing senior manager
at PwC, Stockholm. Mr. Xiang has worked as senior manager at PwC China for about ten years and is
currently on his secondment in Sweden. In China, Alex has served big multinational companies, helping
them with designing and implying their global pricing mechanisms with transfer pricing, tax policies,
planning their functions as well as people activities. Mr. Xiang has had much experience of Chinese
outward investments. Back in 2000, he helped one of his Chinese clients with their going-out journey and
today, they are present all over the world.

4.1.4 Vinge
“In the past, most of the work related to Scandinavian companies which have invested in China
although more recently, Vinge has seen a turning of the tide with increased focus on Chinese
investments in Scandinavia” - (Vinge, 2017)
Vinge is one of Sweden’s largest law firms and was initially created as a result of a merger of several
smaller law firms back in 1983. Since then, Vinge has been ranked as one of Europe’s 100 largest law
firms with approximately 300 lawyers spread across Vinge’s Swedish offices; Stockholm, Gothenburg,
Malmö and Helsingfors and the firm’s international offices, located in Shanghai and Brussels (Vinge,
2017). As a result of the firm’s attention to the increasing Chinese OFDI, Vinge has established China
Practice Group which consists of Chinese and Swedish lawyers with experience in Chinese business as
well as local knowledge and wide networks. According to Vinge, (2017), Vinge’s China Practice mainly
focuses on M&A, establishments and structuring of Scandinavian FDIs, commercial agreements as well
as intellectual property law and employment law in China. In contrary, with a wide contact network and
in-depth knowledge of both the Chinese and Swedish market, Vinge’s China Practice also assists Chinese
investors looking to invest on the Swedish market.
The authors of this thesis have sat down for an interview with Qun Gu- senior counsel, partner and Head
of the China Practice Group. Miss Gu has worked with Vinge since 1999 in which she spent the first 11
years at Vinge’s office in Shanghai, helping Scandinavian companies in China with for example; direct
investments, international trading and technology licensing. Miss Gu has been positioned at Vinge’s
Stockholm office since 2011, making her Vinge’s first Chinese adviser in Sweden.
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4.1.5 Mannheimer Swartling
Mannheimer Swartling in one of the leading business law firms in the Nordic region with Swedish offices
located in Stockholm, Gothenburg, Malmö and Helsingborg, and international offices located in Moscow,
New York, Shanghai and Hong Kong (Mannheimer Swartling, 2017). Started off as a fusion of two law
firms in 1990, Mannheimer Swartling has a strong and important role today, both regionally and globally.
On the Swedish market, the firm offers insights into local developments and expertise on different
industries. Globally, Mannheimer Swartling is presence in countries of strategic importance. Whilst their
Brussels office advises on EU matters, the office locations in Russia, the US and China allow a multijurisdictional aspect of practice in the Nordic region.
Representing Mannheimer Swartling, Thomas Lagerqvist agreed on a telephone interview for this thesis.
As senior adviser, Thomas has gained much experience in cross-cultural businesses, especially revolving
China, which has been Thomas’s focus for the past 20 years. With specialties in M&A, intellectual
property and international trade law, Mr. Lagerqvist provides assistance and advisory services regarding
structuring projects, contract negotiations as well as formulating IP strategies for China. Mr. Lagerqvist
has a broad knowledge as well as practical experience of the Chinese market and while his major focus
has been on legal practice and creative solutions to problems frequently encountered on the Chinese
market, he also has great knowledge of Chinese internationalization and has participated in a two-day
seminar at SASAC Beijing. The seminar consisted of over 100 general counsels and covered topics such
as Chinese companies’ internationalization processes and how to avoid previously made expensive
mistakes. Furthermore, Thomas has summarized insights and experiences of Chinese business and
Chinese culture in his book “Quotations From a China Practice” which was co-written by Ulf Ohrling,
partner at Mannheimer Swartling.

4.2 Data presentation
This section will present the collected data, starting with an initial paragraph regarding the ChinaSweden relationship, before dealing with the findings to each research question. As explained in section
3.2 “towards a research method” the characteristics of this thesis was changed from quantitative-heavy
to qualitative-heavy triangulation. As a result, not every question from the internet-mediated
questionnaire will be presented, since many of these did not fit the new objectives. The data presentation
below will therefore not be divided among the quantitative data and the qualitative data but more
compiled (if suitable) under each research question.
When asking about the China-Sweden relationship, Mr. Corsman, investor service analyst at Business
Sweden says that the relationship between China and Sweden is very thriving and that there is a common
interest to nurture free trade agreements and to increase the FDI between the nations. As of today, a big
part of Swedish export goes to European countries but in line with directives from the Foreign Ministry
of Affairs, Business Sweden’s vision for 2020 is to increase FDI to China. From the other perspective,
Chinese delegations visit Sweden from time to time, looking for investment opportunities. Ms. Gu, partner
and senior counsel at Vinge as well as Mr. Xiang, transfer pricing senior manager at PwC agree on the
healthy relationship between China and Sweden. Ms. Gu says that China and Sweden have always had a
good political relationship. Sweden has supported China and Chinese economy, being one of the first
countries that recognized the Chinese market, which has contributed to a good reputation in China. Mr.
Xiang agrees on that there are not any political issues. He says that the connection is neutral and that the
tight bond between the states goes back many years.
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4.2.1 What attract Chinese companies to invest in a small economy like Sweden?
In total, three Chinese companies that are active in telecom, life science and aquaculture, participated in
the internet-mediated questionnaire. The main motives behind their choice to invest and establish on the
Swedish market differ between the companies. Company A (telecom) said that it was the favorable
Swedish IT and telecom ecosystem that attracted them, company B (life science) was drawn to the market
opportunities whilst company C (aquaculture) had established relationships with the Swedish market.
Mr. Corsman sees three main reasons as to why Chinese companies are interested in the Swedish market.
Competence is one of them and big IT and life science companies see that there is a unique competence
in Sweden which they need. The second reason is natural resources, mainly mineral resources in the
northern parts of the country. Mr. Corsman says that approximately 70 per cent of the European steel
comes from Sweden but another important resource, which also is connected to competence, is the foreststhe silviculture and new ways of using forest materials. The third reason is the market. Mr. Corsman says
that Swedish consumers and Swedish companies are sought after and exemplifies this by mentioning the
Amazon investment. As of now, Amazon has three data centers that are servicing Swedish companies
such as Eriksson, Skype and Spotify, so market investments are frequently the reason for investments in
Sweden. According to Mr. Corsman, the opportunities (besides competence), that Chinese companies
encounter are innovation and access to strong brands, especially when examining the Geely-Volvo case.
He continues with mentioning a study called “made in” where the strongest made-in labels were listed.
Sweden came on fourth place which is not shocking since “made in Sweden” has a well-known quality
mark and is connected to Volvo among others. Moreover, the transparency and the easiness of the
Swedish market is something that Mr. Corsman thinks attract Chinese investors.
Mr. Corsman continues by saying that there is often a huge competition of attracting Chinese investments
amongst countries and that investment locations may differ from what calculations and parameters are
showing. He mentions a company that visited Sweden a couple of weeks prior to the interview for this
thesis. The competition resulted in the company setting up a data center in Germany, despite calculations
and parameters pointing to Sweden being a good choice. Mr. Corsman also mentions an example with a
mattress manufacturer who chose Landskrona as a manufacturing city despite Malmö and Helsingborg
were considered better options with easy access to both airport and harbors. These examples show that
rational investments do not always occur. Mr. Ahl from Sino Agro Food said that the establishment on
the Swedish market was probably a coincidence. There were 3000 shareholders in the Nordic region who
bought a majority of the company’s stock but the choice of establishment could have been Norway too
since they in general are more experts on the aqua culture field than Sweden. Mr. Ahl says that in Norway,
approximately 250 000 ton of salmon is produced each year whilst the Swedish production covers about
700 ton Mr. Corsman states that there are other contributing factors in Chinese internationalization and
establishment choice and that the decisions are often based on individual decisions.
“The more I have worked with investments, the more I realize that there are other factors contributing
to the investments… it is here that cultural relationships and business cultures play important roles”.
- Erik Corsman, Business Sweden.
When asked about why Chinese investors are interested in Sweden, Mr. Xiang said that he asked himself
that very same question since the Western European market is bigger but he says that the region around
Sweden is more mature which is attractive. Chinese investors are looking for business opportunities,
especially regarding communication which is why one of China’s biggest telecom companies is present.
However, Mr. Xiang says that a lot of times, choosing the Swedish market is pure business related and
that Chinese companies strive to compete on the global market by internationalizing their operations. He
also says that a big part of the Chinese telecom company’s choice of entering Sweden was to compete
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with its main rivalry, Ericsson. He said that when the company got powerful enough, they went for
Sweden, partly because of the innovation and competencies but also to compete with its main rivalry on
the battlefield.
According to Ms. Gu, the primary reason for investing in Sweden is that China wants to position itself
higher up in the value chain. China does not want to be the country that mass produces cheap products
just to export to other countries. Chinese companies want to start producing high qualitative and value
added products which can compete on the global market. Ms. Gu says that in order to do this, Chinese
companies need know-how and innovation which is why Sweden is an attractive candidate. Chinese
investors therefore seek opportunities in Sweden. She thinks that much is due to technologies that can
help them upgrade their own position and supply. In addition to these, Ms. Gu identifies the market as
attractive as well as management skills. The Swedish market attracts companies in life science, medical
devices and environmental technology industries. Ms. Gu explains that technology and innovation are
something Chinese companies seek in order to, for example, improve their environmental issues- which
is why many of the investments have been in areas such as purification and wastewater treatments. She
also says that it should be understood that Chinese investors do not primarily look for expanding into
markets such as Sweden but they seek the technology in order to expand their businesses and market
shares in China to compete with other Chinese competitors. Many Chinese OFDI are therefore strategic
motivated.
Mr. Lagerqvist agrees with Ms. Gu that innovation and technology are the main reasons as to why Chinese
investors are interested in Sweden. He says that innovation is achieved by absolute focus on quality in
combination with a free market where competition forces entrepreneurs to do things better. However, Mr.
Lagerqvist says that innovation is not about inventing but rather making old things in new ways, which
Chinese companies in general are bad at but at the same time they request advanced technology, high
quality brands and global value chains which are the main factors to Chinese outward investments to
Europe and Sweden. Thomas states that Sweden is a small economy but a country that has been forced to
be clever in order to survive in the outskirts of Europe and that Sweden has succeeded with creating
market leading positions. That is innovation, that is what Chinese investors seek and that is what Sweden
has to offer.

Figure 13: Summary, what attract Chinese companies to invest in Sweden
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4.2.2 How is Chinese companies’ internationalization process towards Sweden characterized?
Mr. Corsman says that there are, and has been good times for Chinese OFDI for a long time which means
that there is a lot of capital that has to be invested somewhere. This, in combination with lack of
competence, has led to Chinese companies and investors seeking competence overseas. According to Mr.
Corsman, Chinese investors have been more mature and sophisticated in their FDI today than ten to 15
years ago. They now know how to invest overseas which has led to successful acquisitions in Sweden
such as the Volvo-Geely acquisition. To some extent, Mr. Xiang agrees with Mr. Corsman. He says that
the reason for Chinese internationalization in general is because of China being underdeveloped in most
industries, at least a few decades ago. In addition to this, Mr. Xiang says that Chinese companies could
not even compete on the domestic market and therefore had to focus on the Chinese market before going
global. But for many companies the domestic market in China was too difficult which lead to companies
looking for opportunities overseas. Ms. Gu explains that Chinese outward establishment history is short
(between 10-15 years) but that it has been rapidly increasing. She says that Chinese companies have
developed to a stage where they cannot continue with the same business model that is, competing on the
grounds of cheaper labor, cheaper materials and less strict environmental rules. She says that Chinese
companies need to convert from focusing on labor-intensive industries to more upstream and advanced
positions in the supply chain- finding new ways of producing more value added products instead of cheap
products. She says that these are the contributing factors to Chinese companies’ investments overseas.
Mr. Lagerqvist says that Chinese companies internationalize because they seek advanced technologies
and strong brands but the main reason is an overcapacity that China suffers from. This overcapacity is a
result of the fact that China built their economic growth with trade surplus and direct investments. This,
in combination with the rising wages in China, has resulted in a lower competitiveness in the country so
in order not to develop a domestic bubble, China promotes OFDI. Mr. Lagerqvist says that Chinese
internationalization to a great extent depends on trust but also the relationship and networks. The more
trust and established relationship a company has with a counterpart, the lower transactional costs. Mr.
Lagerqvist says that when Chinese companies are beginning to internationalize to Sweden, they realize
that they do not have these relationships so they try to establish these with different techniques, for
example creating what Mr. Lagerqvist calls “docking stations” where well established state-owned
Chinese companies enter the country, making a fixed location for SME:s that want to seek opportunities
in the country.
When discussing the internationalization modes, Mr. Xiang says that it depends on the situation but that
Chinese companies in general start off on their home market and expand step-by-step into overseas
countries. From what Mr. Xiang has seen, Original Equipment Manufacturing, OEM can be used when
the uncertainty is high. By using OEM, Chinese companies can manufacture their products under another
company’s brand and let that company distribute the products under their brand name. Another way of
internationalization amongst Chinese investors is by setting up overseas sales companies. By doing this,
Chinese companies can get closer to big brand companies and developing contact with these. Over time
when the products get more recognition, they start to promote their own brands which is why they often
set up overseas distribution hubs and advertising companies to promote their business overseas.
Ms. Gu sees that Chinese companies do not have enough talent and experience with internationalization
before entering Sweden and that it is difficult to send Chinese people to conduct business in Sweden. As
a result, Chinese investors do not acquire 100 per cent when acquiring a Swedish company, but rather 7080 per cent, keeping the remaining percentage to the Swedish shareholders. They also tend to keep the
whole management or at least big parts and give them one to two years of transition period. By doing so,
they get more time to understand the business culture and how the company is run whilst finding relevant
people to take over the management team in the long run.
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Regarding internationalization theories, Mr. Lagerqvist says that none of previously established theories
such as the Uppsala model of internationalization or the network model or the born globals can be applied
to Chinese companies since these models are controlled by other forces. These are market driven forces.
The internationalization theories have evolved out of free markets without any extreme interference from
the government. China does not have a free market economy and the government does still have great
control over companies and therefore Chinese companies have another form of internationalization
strategy. Thomas presents a fourth model; “bred global” which characterize companies that have been
bred with better conditions with a lot of governmental support.

4.2.2.1 Experience of internationalization and foreign establishments
When asked about previous experience in foreign country establishments, all respondents of the internetmediated questionnaire, said that they had low experience (between zero and two previous establishments
in foreign countries) before the establishment/ investment in Sweden. When it comes to experience of
internationalization, Mr. Corsman says that Chinese companies have different strategies and experience
levels but that many of them have one thing in common when it comes to internationalization to Swedenthat they lack competence in some areas, hence their FDI in Sweden. Mr. Corsman mentions NEVS, a
company that develops Volvo-cars. The company started with 120 employees two-three years ago and
has over 2000 employees today. They knew there was competence in Sweden. Another recent Chinese
establishment in Sweden that Mr. Corsman mentions is the setup of a data center in Boden by a Chinese
company. In this case the establishment in Sweden was the company’s first foreign establishment outside
China. The experience level was therefore non-existent. On the other hand, a company like Huawei has
established in multiple countries before Sweden and Mr. Corsman thinks that the trend of establishing in
multiple countries is increasing amongst Chinese companies.
When talking about experience, Ms. Gu says that about 50 per cent of Chinese companies have not been
anywhere else when investing in Sweden. However, many of these companies have established
relationships or contact in Sweden, hence the investment here. In addition to this, Ms. Gu says that about
30 to 40 per cent of Chinese companies that invest in Sweden have previous experience of establishments
in foreign countries, mainly from Germany and France. She however stresses that it is important to divide
Chinese companies into two categories; big multinational companies, that have more experience and
therefore are less sensitive towards cultural risks and highly committed in their overseas establishments,
and SME:s which are more vulnerable when it comes to risks. She says that these SME:s tend to ignore
professional help which can explain why some give up on the investments. When asked about the
experience level of establishments in foreign countries, Mr. Xiang said that Chinese companies do have
good experience and that Sweden is not their first choice because they are seeking bigger markets positions
that are close to big markets. Usually Chinese companies start testing the waters in the Pacific countries
such as Singapore, Thailand and Malaysia and when getting recognition, they set up facilities in other
countries in Europe or North America. On the other hand, Mr. Xiang says that there are companies that
skip stages in the internationalization process and he mentions a company called “Light in the box”. They
do not sell their products in China but is listed in America. Mr. Lagerqvist said that many of them do not
have previous experience of internationalization whilst bigger companies like Huawei came to Sweden
after establishing on other markets. They wanted to become a “Swedish” company and therefore hired
local engineers in order to keep the innovation, the business culture and the way of thinking.
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4.2.2.2 Experience & knowledge of Sweden and the Swedish business culture
The Chinese companies that participated in the questionnaire had all different degrees of experience and
knowledge of the Swedish culture and business culture. Company A (telecom) said that they had low
experience with general and basic knowledge about Sweden as a developed IT country, whilst company
B (life science) had high experience. When asked which kind of experience they had, they said that the
responsible person from China performed a PhD in Sweden which then explains the establishment in
Sweden. Company C (aquaculture) had medium experience, explaining that they had gotten in touch with
the Swedish culture when Swedish shareholders acquired shares in their company.

Figure 14: Experience of Swedish culture & business culture

When asked how much experience Chinese investors have of the Swedish culture and business culture,
Mr. Corsman said that there is often little understanding of the Swedish culture and that the further away
a company invest, the greater is the lack of understanding. There is generally speaking a great lack of
understanding when Chinese investors invest in Sweden. One general misunderstanding is whether
Sweden is the same country as Switzerland or not. According to Mr. Corsman, there are a few prejudices
about Sweden- that Sweden has high tax rates and strong unions, which is true but according to Mr.
Corsman, the tax rate is high amongst employees whilst the corporation tax rate lies around 22 per cent
in Sweden which is just as the rest of the world. Many Chinese investors are worried about different
unions in Sweden and that big problems arise with protests and unions fighting about wages. Mr. Corsman
says that this is not the case in Sweden because the unions are connected with consensus and employer
and employees agree on wages which are controlled by collective agreements. Other aspects such as work
permit can be problematic when investors do not get extended work permits. Mr. Corsman says that
Chinese companies and investors have little understanding of this and the Swedish market, which often
result in Chinese investors sending agents and that a step-by-step strategy is applied in the
internationalization process and capital is transferred gradually. Mr. Corsman also sees negotiation with
the government regarding investment incentives as something that Chinese investors tend to do.
Ms. Gu agrees with Mr. Corsman and says that in general, Chinese investors have little knowledge of
Sweden, often mixing Sweden with Switzerland. She says that many cannot even place Sweden on the
world map. Ms. Gu exemplifies by explaining that when doing presentations for Chinese investors, her
German colleagues present Chinese investors with information on how the acquisitions should be
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constructed, what risks there are and how to perform due diligence. Ms. Gu on the other hand, feels that
in similar situations, she has to put more time into explaining more about the Swedish market and culturealmost acting as an investment agent. She has to inform them about strong industries and sectors as well
as advantages on the Swedish market. Ms. Gu says that when a Chinese company wants to invest in
Sweden, they do it carefully- step by step and that negotiation with the government also is something she
has seen.
Regarding experience of Sweden, Mr. Xiang says that Chinese investors lack experience of Sweden and
the Swedish culture. In China, Sweden is classified as a remote country. Despite this, Chinese investors
are very committed to the business and always do their best when entering a new country. Mr. Lagerqvist
on the other hand thinks that Chinese companies/investors in some extent have some experience of
Swedish business culture.

Figure 15: Summary, experience of internationalization & Swedish culture/business culture

4.2.3 Which cultural difficulties do Chinese companies encounter when entering the Swedish
market?

Figure 16: Experience of cultural barriers & challenge level of cultural risk
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Two out of three organizations that participated in the survey declared that they experienced cultural
barriers when entering the Swedish market (figure 14). Further on, the charts to the right demonstrates
five different types of cultural barriers which all companies have rated in terms of the challenge-level,
from zero (representing “not challenging”) to five (representing “very challenging”). Company C said that
“norms and values” was the most difficult cultural aspect to deal whilst “language” was the least
challenging barrier. “Work ethics”, “laws and regulations” shared the same amount of challenge level,
which was something in between difficult and not difficult at all. The “political situation” was not a big
concern for this company to overcome, scoring up to a risk level of two. When entering Sweden, the
telecom company also scored low on the political situation. However, the other cultural barriers (language,
work ethics and laws & regulation) were more difficult scoring four out of five. Company B did not have
any bigger difficulties in dealing with the cultural barriers. The least difficult obstacle to overcome was
the political situation followed by the rest of the four cultural barriers, scoring two out of five on each
barrier.

4.2.3.1 Market-related factors
Mr. Corsman says that Chinese businessmen often think that the process of establishing in Sweden takes
quite a long time. For instance, when Chinese businessmen arrive in Sweden, they often think that there
are many agencies and unions involved in the internationalization process (tax authorities, law firms and
the migration board) and that these are hard and bureaucratic. For this reason, they try to find shortcuts
through the Swedish system. Mr. Corsman says that there are many processes with different instances
before foreign investors can set up companies in Sweden. The processes take time which can be hard for
Chinese investors to accept but as soon as the company is registered and the Chinese businessmen realizes
this, the process will smoothly continue. Mr. Corsman also mentions other aspects of differences in
Sweden such as work permit which can be difficult, especially if businessmen and investors are forced to
go back to China as a result of denied work permits.
Mr. Xiang says that the Swedish market size is not as wide as the Chinese market which may results in
few and small business opportunities in Sweden. Furthermore, Ms. Gu says that when comparing China
and Sweden, the business environments are different in general. Mr. Lagerqvist says that there are
differences between Chinese market and Swedish market but stresses that making business with Swedes
should be a process of common sense and understanding. Chinese investors should understand the
conditions of the Swedish market in order to become successful with their operations in Sweden.

4.2.3.2 Business-related factors
Mr. Corsman mentions that Chinese companies often think that they can run their operations all the way
from China without having an office in Sweden. This gets problematic and Mr. Corsman says that there
are a few instances where investments do not go as planned because of the fact that one cannot make
business in Sweden without being present on the market and having personnel. Mr. Corsman says that in
Chinese business culture, it seems as if people can run a business from their home office without
physically moving. Moreover, Mr. Corsman says that Chinese companies find it hard to accept the
Swedish business culture. For example, the concept of consensus is common in Sweden which means
everyone should speak their minds in a decision making process. Mr. Corsman says that if there are any
doubts, there will be more opportunities to speak out at another occasion, whilst in China it is more
common that if you are not sure about your opinion, you will easily be run over. In China, you have a
society that is strictly hierarchical where it is clear who makes the decisions.
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According to Mr. Xiang, one of the differences connected to the Swedish business culture is the operation
costs, especially when it comes to human capital but also the minimum wage and the social benefits. In
Sweden you have to spend SEK 30.000 or more each month per employer, so they always want to reduce
the operating costs. Compared to China, the costs for hiring an employer is perhaps 1/10 of the cost in
Sweden. Another aspect of business culture and business activities that Mr. Xiang mentions is that people
in China are used to working hard around the clock and employees often work overtime without
compensation. When dealing with these cultural difficulties, Mr. Xiang mentions that Chinese companies
have to take it slowly when entering Sweden. The company has to follow the foreign country's direction
to fit, meaning that a Chinese company cannot conduct business in Sweden the same way they do it in
China. Continuing on the time aspect of Swedish culture, Mr. Xiang points to the Swedish holidays. He
says that Sweden has many holidays and a lot of traditions revolving these holidays which Chinese
businessmen have to develop understanding of. Holidays are followed by holidays and that is not very
productive. He exemplifies with mentioning the Chinese telecom company where Chinese employees are
working overtime, often long into the night hours. He says that the company is going great and that hard
work pays off, which is seen in the company’s competitive position in contrast to its main rival, Eriksson.
Ms. Gu thinks that the business environment is different when looking at China and Sweden. The
experience level as well as knowledge level of Sweden and the Swedish business culture are low so it is
hard to send over a Chinese team to handle the business after an acquisition. Mr. Lagerqvist says that
when Swedish businessmen enter China, they have to think of which culture they have to deal with
because culture in China matters a lot, especially when doing business in the country. However, when
Chinese companies enter another country, the cultural aspect is not their first concern. Chinese companies
enter into another country with their culture in mind. This called “soft power” is something they try to
implement when doing business abroad. They want to influence the rules of the game by using their “soft
power” which especially shows in the corporate governance field where both sides tend to view different
aspects differently.
Mr. Ahl from Sino Agro Food mentions that in China, it is more common with a strict hierarchical
organization and that organizations are much more centralized compared to companies in Sweden.
Furthermore, he says that business-wise, Chinese people have another form of mentality with different
views of time, oral agreements and the way that business operations are run. As for Sino Agro Food, Mr.
Ahl noticed the different mentalities when establishing in Sweden and listed that norms and values were
difficult but also the work of ethics such as punctuality and discipline. What is more, Chinese investors
have a different view on transparency which can slow down the establishment process in Sweden.

4.2.3.3 Psychic distance
Mr. Xiang says that when talking about different aspects of culture, an obvious issue when Chinese
companies are investing in Sweden is language. This is something both Ms. Gu and Mr. Lagerqvist agree
with. Ms. Gu says that not many Chinese investors know how to speak English and that the lack of
linguistic knowledge often hinders investors to go abroad. Mr. Lagerqvist says that it is sometimes
difficult to translate certain words and phrases and that there easily are misunderstandings between
Chinese and Swedish businessmen. Mr. Xiang has a different perspective and says that although Swedish
people in general are good at speaking English, Swedes prefer to talk in Swedish, especially when it comes
to business, which can be difficult for Chinese businessmen.
Ms. Gu states that Chinese businessmen also realize that laws and regulations are very important in
Sweden, much more important than in China. Many Chinese companies believe that as long as they have
good relations with the local government, they can get through laws and regulations but that is often not
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the case in Sweden. Often these Chinese businessmen lack understanding of how laws and regulations
work in Sweden. Mr. Lagerqvist mentions that Chinese companies must bare in mind that what Swedish
companies have to be vigilant about when going to China, also applies to Chinese companies when coming
to Sweden. When it comes to commercial relations, both Sweden and China share the same point of view
regarding the sustainable aspect. Sweden and China are both countries with respect for new environments
which leads to a careful approach when experiencing something new and the countries share the same
respect when it comes to getting out on “uncharted waters”. He mentions that it is a good approach for
Chinese companies to be aware of different cultural aspects when establishing in Sweden. When talking
about which cultural difficulties Chinese companies generally encounter, Mr. Lagerqvist replies that the
aspect of time is different. Swedes are more used to sticking to deadlines whilst in China, you can always
postpone the date and rearrange conditions. Chinese people can always be pragmatic and fix things
afterwards. Therefore, Chinese companies find it hard to accept a deadline in general. In addition, norms
and values are troublesome when Chinese investors come to Sweden. Further, laws and regulations are
not something Chinese investors have understanding of when arriving in Sweden.

Mr. Lagerqvist mentions the concept of guanxi as another cultural differences that, on the one hand has
less influence today than it had before but on the other hand, is rooted in China’s 5000-year culture. Mr.
Lagerqvist explains that the concept of guanxi leads to local networks with their own gaming rules and
that the concept is not so much about establishing good relationships in general, but more of how these
relationships can be used in order to succeed. There is a mentality of “you scratch my back and I will
scratch yours”. It all comes down to trust. With a greater amount of trust, the lower are the transactional
costs. When Chinese investors come to Sweden, they do not have this form of trust.
Mr. Ahl mentions that trust was one of the cultural barriers when the company entered Sweden. However,
the trust was more of a financial aspect and less of an operational aspect. Mr. Ahl explains that there are
many investors today who do not trust the main owner- the shareholders who control a big part of the
company which is a big challenge in itself.

Figure 17: Summary, factors affecting the establishments
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4.2.4 How are the cultural difficulties dealt with?
Figure 16 shows which risk reduction measures each company took when entering the Swedish market.
Company C chose “other”. During the interview, Mr. Ahl says that since the company already had
experience of the Swedish market, there was not a need to use any risk reduction measures. Company A
(telecom) used a “step-by-step strategy” and company B (life science) sent over an agent to deal with the
obstacles during the internationalization process.

Figure 18: Risk reduction measures

According to Mr. Corsman, cultural uncertainties and difficulties are often dealt with Chinese companies
sending over agents. These are often responsible for the establishment abroad, working as a link between
the two cultures. Mr. Xiang shares the same opinion. He says that an agent is sent off to “test the waters”
in foreign markets. He says that coming to Sweden means a huge risk for Chinese investors and they
always want to test the waters before going in physically. What is more, both Mr. Corsman and Mr. Xiang
agree that it is common for Chinese companies to proceed with negotiations with the government
regarding possibilities on the new market. Mr. Corsman points to the Chinese delegation that came during
the fall of 2016. He says that every time they get visits from China, Business Sweden tries to establish a
good relationship with them. Mr. Xiang adds that many Chinese companies plan out their steps and actions
in advanced as a precaution and that these carefully planned steps help Chinese companies with cultural
difficulties.
Ms. Gu says that Chinese investors often take on a “step-by-step” strategy combined with negotiations.
However, Chinese investors also include the concept of guanxi and their own contacts to someone they
trust, to find out and hedge towards the risks and opportunities involved in a foreign entry. When a Chinese
company acquires a Swedish company, it is actually difficult for the Chinese company to send someone
who can take care of the business here. A Chinese company often does not acquire 100 per cent but 7080 per cent and await to acquire the remaining minority shares in the company. They keep the minority
shareholders, but buy the majority, letting the existing shareholders keep a minority. They continue
keeping the whole management or big parts of these for a transition period of one to two years in order to
find a person that can take care of their business overseas as well as getting used to the “Swedish way”.

50

When asked about how Sino Agro Food dealt with cultural differences, Mr. Ahl said that the Swedish
people in the organization had to adapt in order to fit in the company. The processes for the establishment
of Sino Agro Food took time and therefore it was necessary to reconsider the guidelines and to be flexible
with these changes.

Figure 19: Summary, dealing with cultural difficulties

4.2.5 How can local trade/investment-facilitating organizations assist Chinese companies with
different aspects of psychic distance, thus reducing cultural risk?
4.2.5.1 Business Sweden
Mr. Corsman explains that it is a good deal for Chinese companies to join Business Sweden’s network
because the services are tax-funded, meaning that these are free. Mr. Corsman also says that Business
Sweden represents the Swedish government and that they try to help foreign companies to make their
journey of establishment as easy as possible and to integrate the company into the Swedish culture. Mr.
Corsman mentions that it is all about providing the Chinese companies with valuable information prior to
the establishment process and to explain to Chinese companies how the system works in Sweden but also
make them understand how the Swedish law system affects the establishment process. Even if there are
aspects that are not in their expertise area, Business Sweden can always help Chinese investors with
getting in touch with those who do possess the expertise in question. Regarding the cultural aspect, Mr.
Corsman says that Business Sweden is more business oriented but if a Chinese company has cultural
questions regarding Swedish norms and values, they certainly try to help. Business Sweden does not offer
any cultural advisory services per se but Mr. Corsman is convinced that such services could help Chinese
companies.
Business Sweden can assist Chinese companies and investors with the whole establishment process. Mr.
Corsman says that they conduct market analysis and market establishments. Business Sweden has for
example often helped Chinese citizens with their work permit. If an employee is from the European Union,
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it is much easier for them to get a job in Europe, whilst it is harder for Chinese citizen in this aspect.
Business Sweden tries to help Chinese companies to prolong their work permit by talking to authorities
in Sweden and to urge this process. Business Sweden also makes sure that Chinese companies get in touch
with layers, recruitment agencies and other organizations within the same line of business, thus trying to
help them with their business network. Mr. Corsman believes that business networks in China are more
established and therefore, Chinese companies have bigger opportunities to take advantage of its network,
whilst in Sweden, they almost have to start over.

4.2.5.2 PwC
Mr. Xiang says that PwC’s main field in their China desk is to resolve the tax and financing problems for
their clients. When Swedish companies are having problems with their operations in China and the
Chinese subsidiaries, they turn to PwC to seek for help. PwC in Sweden is now trying to expand its area
within this field so that they can offer assistance for Chinese companies coming to Sweden. Mr. Xiang
explains that PwC can assist Chinese companies with business set up and registration as well as auditing
services and CIT-filing (corporate income tax-filing), combined with individually income tax planning
for their employees. Mr. Xiang further explains that PwC tries to set up this big friendship and relationship
with their Chinese clients so whenever they have the opportunity to do business, they share their
knowledge and wisdom.
Mr. Xiang says that PwC can provide Chinese clients with local transfer pricing compliance, which means
that Chinese companies want PwC to do the transfer pricing documentations and also to do their transfer
pricing defense work. Some large scaled companies want PwC to evolve from the core to other types of
services like general corporate income tax filing and also to receive advice if there are any deduction
questions, like which types of expense can be deducting. Anything that a Chinese company does not have
knowledge of, they want PwC to do it for them.

4.2.5.3 Vinge
Ms. Gu says that Chinese companies that turn to Vinge want to acquire another company which requires
much knowledge and competence. Therefore, Vinge often help them to make due diligence on the target
company and help them with drafting and reviewing transaction documents. Vinge provides the Chinese
companies with professional assistance in pre-acquisitions such as in negotiations and helping them with
closing the deal. Ms. Gu mentions that before the exchange of the keys and capital, the seller is often
required to do certain things and fulfil different conditions so Vinge makes sure that these conditions are
fulfilled. Vinge also provides its clients with post transaction services where there often is a need for
advice on contract law, tax, signing workers and working permit applications.
According to Ms. Gu, Vinge has worked a lot with cross-border transactions for foreign investors so they
have knowledge of general cross-border transactions, which kind of issues and barriers that often are
involved in the process and how Chinese business mindset works. Vinge tries to act as a bridge in crossborder transactions in order for them to understand Chinese investors. They use their professional
knowledge and culture knowledge to help them understand each other. Vinge also offers seminars for
both Chinese and Swedish companies regarding cultural differences. Besides these services, Ms. Gu says
that Vinge helps their clients at first hand from a legal perspective. She mentions that other organizations
help Chinese companies with the business aspect whilst Vinge is not oriented into such approaches in the
first place. However, she says that from time to time they engage in such occasions if a Chinese company
specifically asks for this kind of help.
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Figure 20: Summary, assistance by trade/investment-facilitating organizations
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5. Analysis
In this chapter, the empirical findings of this thesis are analyzed. The chapter is structured based on the
research questions presented in chapter one and each question will systematically be analyzed based on
the generated data in combination with the theories and previous research presented in chapter two.

5.1 What attract Chinese companies to invest in a small economy like Sweden?
One of the prerequisite of cross-cultural business between China and Sweden is the relationship between
the two nations. As found in this thesis, there is a healthy, well thriving and politically stable relationship
between China and Sweden which is something that all interviewees agreed upon. Ms. Gu from Vinge
said that the political relationship between the nations is favorable and that Sweden always has supported
China as well as the Chinese economy. This supports the report conducted by Business Sweden (2011)
which states that Sweden is China’s biggest trading partner in the Asian region. Mr. Corsman from
Business Sweden says that there is a common interest of nurturing free trade agreements which is logical
because of the membership in the world trade organization (WTO) which both nations are a member of.
This, in combination with China’s “going-global” policy, shows that there is an interest to maintain
healthy relationships with foreign nations-including Sweden. As stated in the report published by the
Swedish Defence Research Agency (Hellström, 2016), Chinese investors have shown an increasing
amount of investments on the Swedish market, which was also ranked as one of the top recipient countries
of Chinese OFDI in 2013.
The empirical findings of this thesis show that there are similarities in what the companies in the
questionnaire found attractive about the Swedish market and what the interviewees said attracted Chinese
investors. First and foremost, market specific motives dominate Chinese interests which is in line with
Dunning and Lundan (2008) and Lintunen (2011) who found that market seeking factors amongst others,
attract foreign investments. Three main factors in this category attract Chinese investors; innovation,
knowledge and the market, which is consistent with what the interviewees said- that Chinese investors
and companies lack know-how and that they want to position themselves higher up in the value chain. Ms
Gu’s explanation that China wants to produce more high quality products in order to compete on the
global market may verify that knowledge and innovation are the main variables that attract Chinese
investors. In order to position themselves on a higher position in the value chain, know-how and
innovation are required- hence Chinese investors’ investments in Sweden. An interesting detail worth
discussing is the intention behind the Chinese OFDI. Mr. Xiang from PwC said that Chinese companies
are making overseas investments, searching for know-how and innovation, in order to gain competitive
strengths on the global market, which practically is something we can see when looking at the Chinese
telecom company who strategically positioned themselves near its main rivalry- Ericsson, in order to fight
the “main battle”. At the same time, Ms. Gu from Vinge said that Chinese companies are looking for
know-how and innovation in order to compete on the domestic market in China. Mr. Xiang said that the
Swedish market is more mature and that is something that attracts Chinese companies.
When asking one of the companies, Erik Ahl from Sino Agro Food said that there were already established
contacts with Swedish shareholders prior to the establishment which according to Johanson and Vahlne
(2009) can be a reason as to why a company invests in a specific foreign country. Another reason for Sino
Agro Food’s establishing in Sweden was the geographic location, which also was one of the factors
motivating firms to invest in a foreign market (Chuck et al., (2000). Sino Agro Food is active in
aquaculture which is a very mature industry in Norway with their salmon farming. Despite this, Sino Agro
Food established in Sweden. Mr. Ahl said that it was just a coincidence and that the company could have
been established in any other country in the Nordic region. He mentions that the industry of aquaculture
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and salmon production is much greater in Norway, covering about 250 000 ton each year in contrast to
Sweden’s production of 700 ton per year. This shows that it maybe would have been a more logical choice
to establish in Norway than in Sweden. It is thus something else- other variables that determined the
company’s establishment in Sweden. This kind of behavior when a Chinese company/investor choose one
location over another without logical explanation is something that Mr. Corsman at Business Sweden also
has seen, telling the authors of this thesis about two examples where he had to set aside the logic and the
economic way of thinking at his work. The first one being when a foreign company made the decision to
set up a data center in Germany despite that all parameters pointed towards Sweden, and the second one
being a mattress manufacturer who decided to choose Landskrona as a manufacturing city, despite Malmö
and Helsingborg were considered better options with easy access to both airport and harbors for easy
exportation. The businessman made his decision based on the connection he got by the welcome
committee from that county.
These examples show that it is not always the mathematical equations and logic that determines Chinese
companies’ choice of foreign market establishment but rather some other “invisible” factors. This would
confirm Chen’s (2007) findings that cultural variables are crucial factors in the establishment process. In
Sino Agro Food’s case, they already had established relationships and networks in Sweden which means
that they had already developed a guanxi, guanxiwang and knowledge of Sweden because of the former
investments by Swedish shareholders. As Kwok Bun (2000) and Vanhonacker (2004) state, guanxi is the
fundamental core of Chinese business networks. Therefore, in the light of Chinese business culture, it is
not strange that they chose to set up a facility in Sweden. Ms. Gu mentioned that Chinese investment
decisions are not always predictable and that they can make their decisions based on their contacts. It
could be that a daughter had a friend who studied in Sweden and therefore has some knowledge and
experience of the Swedish market. This is a pure example of guanxi as a concept since guanxi does not
only mean relationships and contacts between co-workers or partners, but also between old schoolmates.

5.1.1 How is Chinese companies’ internationalization towards the Swedish market characterized?
The empirical findings showed a possibility that the network approach fit Chinese internationalization
since the majority of the interviewees said that guanxi and guanxiwang can determine foreign
establishment locations. However, the findings of this thesis show that the majority of Chinese companies
and investors tend to proceed their internationalization process towards Sweden in a step-by-step
approach- that is, starting on the home market and gradually moving towards the Swedish market.
Furthermore the interviewees said that sending over agents also is a characteristic strategy for Chinese
companies. Mr. Xiang said that Chinese companies always send people to “test the waters” before entering
Sweden. At first glance, these characteristics indicate that the used internationalization model when
internationalizing is the Uppsala model of internationalization. However, this does not make sense when
analyzing the core “blocks” of the model; experience and knowledge. The Uppsala model of
internationalization postulates that knowledge and experience increases the company’s commitment level
which in turn increases the knowledge and experience level. This cycle of increased knowledge and
experience thus results in the company’s ability to enter foreign markets with greater psychic distance.
Starting off with the first block; experience, this study finds that the experience level of previous
internationalization and foreign market establishment is low or non-existent among Chinese companies.
Mr. Corsman and Ms. Gu even said that Sweden often is the first foreign market establishment. Ms. Gu
said that about 50 per cent of all Chinese companies do not have any experience of foreign establishments
and that Sweden therefore is their first overseas market. Mr. Corsman and Mr. Lagerqvist agree but Mr.
Xiang said that Sweden is not a priority and that Sweden is not the Chinese investors’ first choice.
However, all interviewees said that whilst SME:s and smaller companies have little or no experience of
previous foreign establishments, bigger companies such as Huawei has much more experience. This
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would imply that bigger companies have more experience than SMEs. However, when asked the same
question in the questionnaire, company A replied that they did not have much previous experience of
internationalization but rather low, which in this case contradicts the correlation between size and
experience level. The view that Chinese companies and investors have little or no experience in foreign
establishments is also confirmed when looking at the amount of commitment and the manageable risk
level. The majority of the interviewees said that the uncertainty level was high amongst Chinese
companies which would confirm what Müllner (2016) stated- that for unknowledgeable internationalizing
firms, country risks are notable as different levels of uncertainty aggregations but as companies gain more
knowledge and experience, these forms of uncertainties can be measurable and calculated- thus
transforming into manageable risks. This would therefore mean that Chinese companies in general are on
position one in the internationalization and decision hypothesis graph by Figueira-de-Lemos et al., (2010)
which means that the uncertainty level is high in combination with a low market commitment.
Continuing with the second block; knowledge, this study finds that the knowledge of the Swedish culture
and business culture is also low or non-existent among Chinese investors, where both Mr. Corsman and
Ms. Gu said that Sweden often is mixed up with Switzerland. Both Figueira-de-Lemos et al., (2000) and
the report by the European Commission (2006) state that one of the major difficulties in the
internationalization process is the lack of market knowledge which constitutes one of the main obstacles
of success on the new market. The lack of knowledge in Chinese investors can be problematic, again, in
the light of Müllner (2016) since different risks appear as uncertainties which are more difficult to deal
with than risks.
Here, the questionnaire results were very different with each company choosing a different category
(much experience, medium experience, little/no experience). Company C said that they had medium
experience which can be explained by the previous guanxiwang that had been established between the
company and Swedish investors and shareholders. By creating contacts, company C gained what Yu
(1999) defines as international experience and host country knowledge since there had already been
established trade links with Sweden. According to Yu (1990), these factors are important and contribute
to a foreign market entry. Company A said that they had low experience of the Swedish culture and
business culture. As found by Pedersen and Petersen (2004), when a company enters a new market, it is
in an inferior position if the company lack host country knowledge which can result in difficulties for the
company, especially if these are ignored. However, company A did not ignore this but instead hired key
people with experience and knowledge of the Swedish market. Mr. Lagerqvist said that the telecom
company (company A), wanted to become “Swedish” and hired local engineers in order to keep the
innovation and the way of thinking. Company B who had high experience, did not have international
experience but host country knowledge since a responsible person from China performed a PhD in Sweden
which then could explain the host country knowledge and the establishment in Sweden.
The lack of both experience and knowledge indicate that the Uppsala model does not fit Chinese
internationalization. However, the step-by-step approach and the usage of agents, in combination with the
importance of guanxi and guanxiwang, could imply that the modified Uppsala model by Johanson and
Vahlne (2009) fit Chinese internationalization more. The modified Uppsala model incorporates
relationships. It implies that internationalization is determined by a firm’s relationships and networks and
that a company expands based of their contacts. This fits and make more sense in the concept of Chinese
companies internationalizing to Sweden since both Business Sweden and Vinge stressed that Chinese
investments are not always logic because the concept of guanxi is so strong. During the company’s enter
phase, much time is spent on catching business opportunities and making as much connections and
relationships as possible to reduce the uncertainty on that new market. In other words, time is spent on
establishing a guanxi in order to gain “special relationships in which long-term mutual benefits is more
important than short-term individual gain” (Kwok Bun, 2000). However, this does not add up to the
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concepts of cultural distance and psychic distance. According to Hofstede’s (1980) cultural distance
hypothesis, the difficulties, costs and risks associated with cross-cultural contact increase with growing
cultural difference between two individuals, groups or organizations. This, in combination with the theory
of psychic distance which states that as a company gains more knowledge and experience, its market
commitments will increase, which in turn will affect how the firm makes its commitment- and operational
decisions. The increase of commitment will then make the company expand to countries with greater
psychic distance. But since Chinese companies in general lack both foreign market experience and
knowledge about Sweden as a host market, the theory of psychic distance does not hold. Continuing on
this path, if Chinese investors lack both experience and knowledge, the logical result would be a high
uncertainty avoidance. However, when looking at Hofstede’s (2011) cultural dimensions for China, the
score is relatively low (30), almost identical to Sweden’s score of 29. This in combination with the high
psychic distance between the countries and the fact that the majority of the interviewees placed Chinese
companies on “position 1” on Figueira-de-Lemos’ et.al. (2010) graph, should discourage Chinese
investors from establishing on the Swedish market. At least when looking at the concept of psychic
distance which says that without experience and knowledge, a company should not dare to enter markets
with high psychic distance. This shows that there are other factors affecting Chinese companies.
Zou and Adams (2008) argue that China differs from the West regarding internationalization as a
correlation to the desire to increase shareholder value. They state that even though China is driven by the
same market forces as Western countries- that is, by demand and supply, they are nevertheless injured by
the political agenda of the Chinese government. This is also something Mr. Lagerqvist agrees on, saying
that the Chinese government has great power over domestic companies. Mr. Lagerqvist states that there
is therefore also differences in the internationalization processes. He states that the established
internationalization models such as the Uppsala model of internationalization, the network approach and
born-globals, have been created out of different market conditions- free market conditions, which do not
apply to the context of Chinese companies since Chinese companies are “bred” to internationalize. Mr.
Lagerqvist therefore discusses an additional internationalization model- “Bred-Globals”. This is a
noteworthy input. In Hofstede’s (2011) cultural dimensions, Chinese cultural dimensions differ quite
extreme when compared to Swedish cultural dimensions, at least in five out of six dimensions. As
previously mentioned however, the score on uncertainty avoidance is almost identical to that of Sweden.
This would make sense if postulating the concept of “Bred-Globals”. The government’s influence, power
and control over domestic companies has led to situations where some have been “bred” with better
conditions in terms of capital and governmental support which means that they have other conditions in
terms of risk. This could shed light on the fact that Chinese companies tend to invest in Sweden without
much experience of neither internationalization nor the Swedish culture and market.

Figure 21: Bred-Globals (own)
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5.2 Which cultural difficulties do Chinese companies encounter when entering the Swedish
market?
The majority of the survey participants stated that they encountered cultural barriers when they established
in Sweden which aligns with Hofstede’s (2011) cultural dimensions, showing that China and Sweden
practically is each other’s opposite. The empirical findings show that the perceived difficulties appear in
three categories; psychic distance, market-related factors and business-related factors.
The empirical findings of this thesis show that “cultural difficulties” is a crucial group of risks for Chinese
investors, which is one of the more general forms of risks in Müllner’s (2016) risk framework of market
entry. In fact, risks may be palpable in the concept of psychic distance, defined as “the set of differences
from one country to another due to culture, language, norms, rules, laws and political system” as explained
by Johanson and Vahlne (1977), is the most difficult form of barrier to handle. According to the Chinese
culture theory, cultural values such as respect, trust, hierarchy, face, authority, harmony and time are
extremely important in Chinese business activities. The theory states that knowledge within these cultural
values are essential when doing business and they can also open doors to opportunities such as reduced
transaction cost, an opening to a new market and synergies or economies of scale. Although this appears
for the Chinese society, Mr. Lagerqvist said that it is also important according that Chinese companies
treat their Swedish business partner with the same respect as what they would have expected from Swedes
doing business in China. The most difficult cultural barriers that Chinese companies encountered when
they established in Sweden were “norms and values”, “language” and “laws and regulations”. These
variables were also validated when the interviewees said that the same variables were difficult during the
internationalization process. Both Sino Agro Food and Mannheimer Swartling said that norms and values
are cultural phenomena that Chinese companies have a hard time dealing with during their establishment
process in Sweden. Norms and values are variables that influence both people and businesses in different
ways. Mr. Ahl said that the main cultural differences mostly depend on the way agreements are conducted,
namely in oral agreements. Furthermore, Mr. Ahl recognized that there were transparency differences
between Chinese and Swedish companies- that the Swedish society is more transparent with public
information from both companies and organizations than in China. This may result in greater trust
amongst Chinese businessmen arriving in Sweden which may enable thriving business operations. This
is verified by Kwok Bun, (2000) who states that trust is an important factor of Chinese culture.
According to Vinge and Mannheimer Swartling, laws and regulations are difficult for Chinese investors
coming to Sweden. Ms. Gu mentioned that Chinese companies think they can somehow get through the
Swedish system to avoid long bureaucratic processes, but this is not the case in Sweden where every
company should be treated equally. Even Mr. Lagerqvist mentions that laws and regulations is something
very hard for Chinese companies to understand when they come to Sweden. It is more common in China
that businesses are highly related to the concept of guanxi where trust plays an important role for the
success of the business. With a high amount of trust, the transactional costs also reduces. According to
Rugman (1981) and Caves (1971), the transaction cost analysis argues that companies choose locations
to operate on based of pure cost saving perspectives which result in a market entry where the transactional
costs are minimized. Reduced transactional costs may therefore reduce the Chinese companies’ perception
of cultural difficulties when entering the Swedish market.
It can also be difficult to handle the Swedish culture in general. The aspect of “time” may be visible in
the Swedish culture in the light of Swedish holidays. Mr. Xiang says that there are many holidays in
Sweden which are important to bear in mind. Holidays and “red days” are followed by more holidays
which Mr. Xiang says can be frustrating to Chinese businessmen. This can be related to the cultural
dimension of indulgence from Hofstede’s theory where a high score of indulgence means high demand
for leisure which can be seen as ineffective to countries in China that scores low on the index and therefore
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are more restraint. What Mr. Lagerqvist and Mr. Xiang told the researchers of this interview, match the
literature in this aspect- that both countries value work ethics in different ways which can affect the
business operations.
The one variable amongst the listed cultural barriers which neither the questionnaire respondents nor the
interviewees found difficult in the internationalization process, was the political situation which in this
case contradicts what Reeb et al., (1998) and Chuck et al., (2000) said regarding increasing political risks
with internationalization. However, as proposed by the upstream/downstream hypothesis by Chuck et al.,
(1998), the perceived risks are determined by the home market/ target market conditions. When companies
from an emerging market expands their investments into more stable and developed economies (going
upstream), the overall risk decreases. The Chinese market fits this description and since Sweden is more
politically stable, it is not shocking that there are few political risks when Chinese companies enter
Sweden. Ms. Gu mentioned that what could affect the establishment process of Chinese companies is if
there were to be shifts in the political direction, going to a majority of either a red-green party or a blue
party. On the contrary, the political situation in Sweden is stable, which could also be a factor contributing
to the choice of investing in Sweden. According to Erramilli (1991), the economic and the political
environment serve as underlying factors when a foreign company is considering to invest in another
country. This is also seen in Jensen (2006) showing that democratic institutions can provide promises of
market friendly policies for foreign investors, thus linking democratic institutions to credibility. Finally,
Hefker (2005) finds that government stability has a positive impact on FDI. This is something that
Business Sweden see and Mr. Corsman hopes that the transparency and the stability of the Swedish market
will attract more Chinese investors in the future.
Regarding market-related factors, Chinese investors generally think that the Swedish market is small and
that there are limited opportunities on a small market. Furthermore, Chinese investors often think that
Swedish unions and processes are long and difficult. This is something that Sino Agro Food can confirm.
Mr. Ahl said that Chinese investors believe the Swedish unions are tricky to deal with. They think that
there are long processes and highly bureaucratic authorities. Mr. Corsman agrees that the Swedish system
contains a lot of instances and that an establishment can take time. This would, in the light of Hostede’s
dimensions, indicate that Sweden has a high score on power distance. However, according to Hofstede's
cultural dimension theory, Sweden is a country with low power distance. In this aspect, Sweden shows a
contradictory picture of itself regarding the power distance dimension. Further, the time consuming
processes and unions may discourage Chinese investors, which contradicts the long-term orientation
dimension in Hofstede’s (2011), cultural dimensions. Scoring 87 on the index, China is more long-term
orientated and long term goals are prioritized. This aspect, which also can be seen in psychic distance
factors, is connected to the way time is viewed amongst Chinese people. Both Mr. Ahl and Mr. Lagerqvist
mention that the difference in time perception can cause problems when two countries approach time in
different ways, thus affecting the internationalization process. Mr. Lagerqvist mentions that Swedes are
strict with time and that Swedish companies often hold their deadlines. However, a deadline in China is
not the same as a deadline in Sweden and deadlines and oral agreements are not something Chinese
businessmen find as important. In the light of Allwood (1985) this shows differences in behavior as one
of the core aspects of culture. There are different norms and values which affect ways of doing business.
Therefore, the fact that there are long processes when establish a Chinese company in Sweden, should not
discourage investments.
Difficulties regarding business-related factors were physical presence, business environment, differences
in consensus vs. hierarchy and centralized vs decentralized organization. Mr. Corsman has seen that
Chinese investors often think that they can operate their Swedish business from China which creates
difficulties since that is not how business is conducted in Sweden. Mr. Lagerqvist said that adapting to
foreign cultures and ways of doing business are not prioritized among Chinese businessmen and that they
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use “soft power” to influence the “gaming rules”. This can be understood in the light of power distance
where a country like China may see itself as powerful. Another dimension supporting this is uncertainty
avoidance where cultures with low scores often prefers to maintain time-honored traditions and norms.
However, according to Pedersen and Petersen (2002), companies investing in foreign countries are usually
positioned in an inferior position which creates uncertainties and ignorance of a host country’s culture can
determine the fate of the success on the foreign market.
Difficulties may also arise around business environments. According to Mr. Corsman, difficulties arise
when encountering the concept of consensus in Sweden. According to Anderson (1993), when a
conclusion has to be made in a Swedish organization, everyone should be given the chance to speak and
give their point of view on the issue. A consensus-driven approach is important in Sweden compared to
China, where the decision making is done by one person, usually the CEO. In the light of Hofstede’s
(1980) power distance dimension, Chinese people are much more acceptable of the different allocation of
power and hierarchical order. This in combination with the low context communication style and the
concept of “face”, may result in Chinese businessmen not daring to speak their mind or share their point
of view because of the fact that the managers have higher rank, which can result in ineffective corporate
governance. The concept of rank is also correlated to the communication styles. As stated in Fang (1999),
Chinese communication style is indirect and implicit. Their communication, hanxu means that not
everything is said but more left for interpretation. For instance, a “yes” does not always mean “yes” but
can also mean “no”. This can create communication difficulties when conducting business in Sweden
since Swedes are straightforward with what they think (Anderson, 1983). Discussed in Lagerqvist and
Ohrling (2015), mianzi is connected to the concept of “face” and Chinese people can have a hard time
speaking up or confronting someone with higher status because of the fear of them causing a manager to
lose their face. So whilst Chinese people are careful with what to say because of the need to save a
manager’s face, Swedish managers in a low context form of communication style, see double meaning or
ambiguity as uncomfortable and tend to view people who do not give straight answers as unreliable and
devious. These two paradigms show differences in both patterns of thought and patterns of behavior and
may lead to misunderstandings. The Swedish business culture and the concept of “lagom” can imply
difficulties for Chinese businessmen. According to Anderson (1993), in Sweden, if you are too boisterous
or authorial, you may create conflicts. This is not something Chinese people should worry about since it
is not in their nature to be energetic. However, if you are too silent or complaint, there is a risk that you
will not be noticed. According to Lagerqvist and Ohrling (2015), this can damage the Chinese person’s
face since not being noticed can be interpreted as if they do not matter. Qian et al., (2007) say that saving
face is crucial and that Chinese people are concerned about other people’s perception of them and the
maintenance of their status and a violation of face is a violation of trust. A violation of trust can therefore
harm the long-term relationships (Tsui et al., 2006).
Finally, as found in this thesis, difficulties may arise as there are differences in centralized organizations
in Sweden contra decentralized organizations in China. Sino Agro Food noticed a major difference in the
approach of leading an organization. Mr. Ahl mentioned that he noticed difference within hierarchy and
centralization. Connected to power distance and indulgence, business related difficulties in organizations
may arise as there are different mentality regarding business activities. Scoring 78 on the indulgence
index, Sweden is characterized by freedom of speech, openness and equality in a decentralized
organization. Work and personal life are separated and there is a high demand of leisure. The Swedish
business culture is pervaded by the concept of “lagom”. According to Andersson (1983), the balance
between private life and business is connected with the word “lagom”, meaning “not too much nor too
little-but rather, just right”. Mr. Xiang said that this can frustrate Chinese businessmen since they are used
to working around the clock. He mentioned that in China you can count on people who will work around
the clock every week without asking for financial compensation. In Sweden however, this is not common.
With a score of 24 on the indulgence index, China can be classified as restrained which is the opposite of
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indulgence, where work is prioritized instead of leisure. This is explained in the light of Hofstede’s (1980)
masculinity index where achievements and assertiveness are important. These differences may lead to
differences in priorities which may affect the organization and its strategies for reaching specific goals.

5.2.1 How are the cultural difficulties dealt with?
It seems as if the participating companies were well aware of possible cultural differences and as a result
also took action. The empirical findings of this thesis show that many of the risk reduction measures used
by Golubeva (2001), are also used when Chinese companies internationalize towards Sweden. The
majority of the interviewees said that using a step-by-step, sending over agents and negotiating with the
Swedish government were characteristics of Chinese FDI in Sweden. Company A on one hand used the
step-by-step approach which is in line with the Uppsala internationalization model by Johanson and
Vahlne, (1977). When using a step-by-step method, a company gently tests a market close to the home
market to reduce the uncertainty and the amount of risk and to lower the psychic distance. When asked
about knowledge of the Swedish culture and business culture, company A said that they had a low level
of knowledge which therefore can explain the precautionary level. Company B used a strategy by sending
over an agent which also characterizes the Uppsala internationalization model. Mr. Xiang said that
Chinese companies always send people to “test the waters” before entering Sweden. By doing this,
Chinese companies take a cautious way of closing up on the Swedish market, thus reducing psychic
distance. This form of internationalization process can be of great value since the company can gain more
trust, develop the commitment and knowledge. In addition, this thesis found that it is not unusual for
Chinese investors to create alliances or clusters on the Swedish market. Both Mr. Xiang and Mr.
Lagerqvist mention that Chinese companies often creating strong alliances to maintain powerful on the
market. Mr. Lagerqvist also added that the creation of strong alliances is a way of creating “docking
stations” which begins with a Chinese company that takes the lead and starts the internationalization
process towards a new market and taking on several risks combined with the process. Creating alliances
and negotiating with the Swedish government can be seen as strategies for mitigating risks. According to
Müllner’s (2016), risk management framework, risks can be diversified, transferred or mitigated by both
contractual instruments but also by network-based instruments. He states that by using alliances, coalitions
and trade agreements, companies may use their relationships and networks to mitigate any potential source
of risk. Sino Agro Food already had established networks and relationships in Sweden which may be an
explanation as to the transition to Sweden was easier to overcome.
Ms. Qun and Mr. Corsman were of the same opinion and explained that Chinese companies often want
the domestic Swedish leadership to maintain which, according to Ms. Gu is a reason why Chinese
investors usually do not acquire 100 per cent of a Swedish company but rather some 70 to 80 per cent. By
doing this, Chinese investors prevent or mitigate that valuable know-how, leadership skills and innovation
gets lost. As Ms. Gu said, Chinese companies need knowledge and innovation in order to produce high
qualitative products in order to position themselves higher in the value chain to compete on the global
market. Swedish brands are extremely attractive for China and as Mr. Corsman mentioned, a Swedish
brand is a brand of high quality which always sounds positive for Chinese people. As a result, an approach
of acquiring 70-80 per cent as well as having a transition period of one-two years are precautions that
Chinese investors take in order to avoid risks connected with knowledge-loss.
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5.3 How can local trade/investment-facilitating organizations help Chinese companies with
different aspects of psychic distance, thus reducing cultural risk?
The empirical findings of this thesis show that the different trade and investment-facilitating organizations
can assist with different forms of services depending on the organization’s objectives and area of expertise.
Firstly, there is a slight difference in what services Chinese companies and investors require when turning
to the different organizations. For example, Chinese investors turning to Business Sweden are looking for
assistance regarding market analysis, market establishments and work permit. At Vinge, Chinese investors
want help with more of cross-cultural business such as help with acquiring another company and
knowledge as well as competence of corporate finance. At the same time, Chinese investors turning to
PwC, require more assistance with business setup and registration as well as audit, income tax and transfer
pricing compliance.
As for the different services that the trade and investment facilitating organizations offer, an interesting
aspect is that there are similarities in the niched operations of each organization and the concept of psychic
distance. As Wiedersheim (1975) explains, psychic distance is defined as the set of differences from one
country to another due to culture, language, norms, rules, laws and political system. The prerequisite in
this thesis has therefore been that psychic distance has been a synonym to cultural risk. Whilst none of
the organizations have cultural advisory services as part of their business concept per se, they do offer
help as much as they can in that area. For example, Vinge has offered seminars introducing Chinese
investors to the Swedish culture and can thus help reducing risks associated with difference in norms and
values as well as general cultural differences between China and Sweden. As stated in both Figueira-deLemos et al., (2000) and the European Commission (2006), lack of market knowledge is the main obstacle
when entering a new market which can determine the success level of that investment. By bridging aspects
of cultural differences between China and Sweden, Vinge may thus mitigate risks associated with cultural
differences.
In addition, this thesis found that Business Sweden can assist within the market and political framework
in Sweden thus helping Chinese investors reduce market risks as well as political risk. Regarding market
risk, Business Sweden offers assistance with the whole establishment process. They help conducting
market analysis as well as assist Chinese investors with contact with lawyers, recruitment agencies and
other organizations. Financed by the Ministry of Foreign Affairs, Business Sweden is delegated missions
from-, and represents the Swedish government which may reduce political risk. This can be of great
importance as many Chinese investors are looking for negotiating with the Swedish government. In China,
the concept of “face” is very important. As explained by Lagerqvist and Ohrling (2015), face, or mianzi,
stands for prestige, and reputation achieved through success. When arriving in Sweden and getting
assistance from Business Sweden, Chinese investors may feel that their mianzi is valued since there is a
certain status in the Swedish government which means that also Business Sweden is associated with a
certain status. Further, as stated by Qian et al., (2007), Chinese people are concerned about how others
view them and it is therefore extremely important to stress and maintain one’s position- something that is
characterized in countries with high power distance and masculinity. By having negotiations with top
managers or, in this case, the Swedish government, Chinese investors may feel important and valued. It
can also be seen as a verification on that person’s status and it shows them that Swedish representatives
show respect. This is visible in the mattress manufacturer example that Mr. Corsman mentioned. The
choice of Landskrona as a manufacturing city was made because of the welcoming delegation that the
businessman received. The county showed respect and greeted him with respect. In addition, the trust
level may increase when Chinese investors have conversations with the Swedish government, which in
turn can boost Sweden’s chance of getting direct investments from China, especially considering stateowned companies from China.
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Another advantage with Business Sweden is that since it is a government-owned organization, it is funded
by taxes, making it free of charge for Chinese companies which may be favorable since different forms
of costs can be of risk when entering a foreign market. This supports the transaction cost analysis by Caves
(1971) which states that companies choose both organizational forms as well as locations to operate their
business based on pure cost saving perspectives, which results in a market entry where the transactional
costs are minimized. What is more, in line with Erramilli (1991), support by the local government is a
great factor contributing to further investments. Jensen (2006) says that democratic political institutions,
can provide promises of market friendly policies, therefore linking democratic institutions to high levels
of credibility. When Chinese investors invest in Sweden they may therefore experience reduced anxiety,
feeling that Business Sweden provides some risk reduction regarding the political landscape, as well as
the Swedish market in general.
In addition to political and market specific assistance and risk reduction which Business Sweden may
provide, the empirical findings of this thesis show that Chinese companies and investors may turn to Vinge
for assistance regarding the legal framework such as business law Vinge may thus help Chinese investors
with reducing legal risks. As head of Vinge’s China practice group, Ms. Gu and her team can offer
assistance regarding M&A activities, due diligence, assistance in negotiations and expertise knowledge
of general business law. For Chinese investors having previous experience with Vinge in China, this can
be of advantage since they already have knowledge and established guanxi/ guanxiwang. Chinese
investors may also feel more trust towards someone from their own culture, which makes Vinge a great
option for advisory services, especially if the problems are of a legal perspective or when dealing with
issues regarding M&A processes, which is one of Vinge’s expertise areas. As shown in Tsui et al., (2006)
trust is a central characteristic in Chinese business culture and a key for developing long-term
relationships. Vinge’s trustworthiness with knowledge of both Chinese culture and business culture as
well as knowledge of Sweden and the Swedish market may reduce uncertainties for Chinese businessmen
wanting to invest and establish in Sweden.
Last but not least, Chinese companies and investors may turn to PwC’s China desk for assistance with
overall cross-cultural operations, audit and transfer pricing. Just like Business Sweden, PwC may help
reduce risk associated with the Swedish market. PwC assist Chinese investors with business set up and
registration as well as resolving tax and financial problems. What is more, PwC act as a consultant with
expertise knowledge in audit and transfer pricing compliance. The same principle works here- since PwC
also has offices in China, Chinese investors coming to Sweden may already be familiar with the company.
Chinese investors who have been in touch with PwC’s China offices might already have developed a
guanxi and a guanxiwang. If they have colleagues, friends or other people from their network in China,
they might have their own connections or networks that stretches to PwC in Sweden which they
recommend, thus making it less of an uncertainty and more of a familiarity for these investors when
turning to PwC in Sweden.
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6. Discussion
In this chapter, the authors of this dissertation will discuss possible critiques of the chosen subject as well
as actual critique of the methodological methods.

6.1 The author’s thoughts
The empirical findings of this thesis was partly in line with previous expectations that the authors had.
Innovation, knowledge and the Swedish market are main factors that attract Chinese investors which was
expected. However, the generated data on how Chinese companies internationalize towards Sweden was
not expected. Even though the empirical findings pointed towards the modified Uppsala model presented
by Johanson and Vahlne (2009), a thorough analysis showed that the fundamental foundations/ “blocks”
of the model’s variables; experience, knowledge and relations/contacts, do not fit Chinese companies that
establish in Sweden. There is little or no experience of neither previous foreign country establishments
nor knowledge of the Swedish culture and business culture which are essential in the modified Uppsala
model. What is more, this goes against the theory of psychic distance and it is therefore obvious that there
are
other
variables
affecting
Chinese
internationalization.
We found that previous internationalization models such as Uppsala/modified Uppsala model, network
approach and the so called Born-Globals have been created in other conditions and in free economic
markets. The Chinese market differs from these free market conditions. The Chinese government still has
control over domestic companies and “raise” them to a different internationalization approach which is
why “Bred-Global” is presented as a more fitted internationalization model for Chinese companies. This
was something that we did not expect but we hope that further research will continue from this thesis’
findings.

6.2 Critique of methods
The purpose of this dissertation was to investigate how Chinese companies internationalize towards
Sweden, which aspects of cultural risk they encounter when establishing on the Swedish market and how
local trade/investment-facilitating organizations can help Chinese companies reduce cultural risk when
establishing in Sweden. The initial choice of using a triangulation of methods as research method fit the
purpose. The quantitative internet-mediated questionnaires would generate high quantity of data, thus
being able to generalize the empirical findings. This would answer the first part of the purpose. Moreover,
the qualitative semi-structured interviews would generate in depth data by discussing Chinese
internationalization processes, cultural barriers, risk reduction and how the organizations could help
reducing cultural risk, which would verify the quantitative data and also answer the second part of the
purpose.
The critique of this study’s empirical findings is rooted in the questionnaire. Firstly, the authors of this
study used a list of Chinese investments in Sweden provided by Business Sweden. This list was used as a
sampling frame which could be deceptive since there could be other Chinese investments in Sweden that
are not on that list. Secondly, the lack of participating Chinese companies in the questionnaire is
problematic. Out of the 48 Chinese companies only three companies. As a result, the external validity and
reliability of the questionnaire should be questioned as the experience of a Swedish entry most likely
differs between companies. In the internet-mediated questionnaire, questions regarding the experience
and knowledge level are asked. These are sometimes difficult to measure and can thus be subjective,
especially when the respondents get to answer by themselves. When asking about how much knowledge
the companies/investors had of Sweden and the Swedish business culture, the authors of this thesis created
64

three choices; low experience, medium experience and high experience. These choices are hard to measure
and subjective. For example, what one person thinks is a high level of knowledge can be seen as a low
level of knowledge when compared to someone else. However, this form of question can be problematic
and sensitive for Chinese respondents if asked in other ways. To ask for a person’s degree of knowledge
in a more direct way- for instance measured in number of years or number of transactions on the Swedish
market, could intrude that person’s “face” and status which was never an intention from the authors of
this thesis.
In addition, the perceived experience of cultural differences and difficulties may differ between Chinese
companies which means that there is a possibility that the empirical findings of similar studies may be
different. However, when discussing cultural values and behavior, one aspect in favor of this thesis is that
cultural dimensions change slowly, maybe even more so in Chinese culture which is over 5000 years old.
With this said, the behavior and cultural barriers that the participating companies encounter may not differ
that much from other Chinese companies after all. Furthermore, the authors of this theses used five types
of cultural risk when asking about perceived cultural barriers; language, work ethics, norms & values,
laws & regulations and political situation. These risks constitute cultural risk and in turn psychic distance.
However, this can be problematic because the leading characteristics of the questions. There might exist
other cultural risks that the respondents experienced but could not mention because they did not get the
opportunity to, in the questionnaire.
With a main focus on the information given by the trade and investment-facilitating organizations, there
might arise questions whether the credibility of this study is high or not. Since the first part of the purpose
was to investigate how Chinese companies deal with cultural risk when establishing on the Swedish
market, a wider response rate from Chinese companies are required instead of collecting data from an
outside perspective form trade and investment facilitating organizations. However, the interviewees are
experts in their field, two of whom are Chinese with many years of experience in both China and Swedentherefore the credibility level of this thesis increases. Furthermore, the aim of a qualitative study’s
transferability is not to generalize but to gain deeper insight into the studied phenomenon, which this study
does.
Lastly, this dissertation focused on Business Sweden, Vinge and PwC as local trade-/investmentfacilitating organizations. These organizations had specifically a department, targeting Chinese
companies’ internationalization process towards Sweden or special knowledge and experience of Chinese
investments in Sweden. However, there is of course an awareness that there might be other local trade/investment-facilitating organizations in Sweden that help Chinese companies to reduce the cultural risk
as well.
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7. Conclusions
The chapter provides a brief summary of the empirical findings generated in this thesis based of the three
research questions from the first chapter. The chapter is then concluded with suggestions on further
research.

7.1 What attract Chinese companies to invest in a small economy like Sweden and how is
Chinese companies’ internationalization towards the Swedish market characterized?
The empirical findings of this thesis show that Chinese investors are attracted to mainly three aspects of
the Swedish market; (1) Innovation & technology, (2) competence (know-how and managerial skills) and
(3) the Swedish market (resources, business opportunities and Swedish brands). Furthermore, another
aspect is the healthy relationship between China and Sweden. Sweden was China’s first trading partner in
Asia and has supported Chinese economy. Therefore, there is a strong political interest between the
countries as well as a common interest to nurture free trade agreements and the bond between the
countries.
As for the internationalization process, at first glance, much indicate that Chinese internationalization is
characterized by the modified Uppsala model, incorporating networks and contacts to the already existing
core “blocks”; experience and knowledge However, the empirical findings of this thesis show that Chinese
companies have little or no previous experience of foreign establishments and also lack knowledge of the
Swedish culture and business culture, which goes against the cultural distance hypothesis and the Uppsala
model of internationalization. Adding the lack of experience of foreign establishment and knowledge of
the Swedish culture with the concept of psychic distance, Chinese investors should have high uncertainty
avoidance. Since this is not the case, none of the previous internationalization models seem to fit Chinese
internationalization processes, which is why a new internationalization model- “bred global” is presented.

7.2 Which cultural difficulties do Chinese companies encounter when entering the Swedish
market and how are they dealt with?
This thesis shows that Chinese companies encounter cultural difficulties that can be categorized in three
categories; market related, business related and difficulties with aspects of psychic distance. Marketrelated difficulties are long and bureaucratic processes in the establishment process and problems with the
Swedish market size. Business-related difficulties are; differences in consensus-driven business in
decentralized organizations in Sweden versus hierarchy-driven business in centralized organizations in
China, high operational costs as well as work ethics, time perception and oral agreements.
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Regarding psychic distance, norms and values in the Swedish society are particularly hard for Chinese
companies to overcome as well as the language barrier and differences in high context communication
versus low context communication. Furthermore, laws and regulations are big obstacles for Chinese
companies to adapt in Sweden as well as the Swedish culture in general, mostly the concept of “lagom”
and the amount of holidays which are rooted in different perceptions of time and priority of leisure.
While many of these cultural differences are not dealt with specifically, the “shock” of these differences
are reduced by having a step-by-step approach in the internationalization process as well as sending over
agents to “test the waters” on the Swedish market. In M&A situations, Chinese investors tend to acquire
70-80 per cent of the target company in order to secure that the knowledge, innovation and managerial
skills are not lost. In addition there is often a transition period of one to two years in order to keep the
“Swedishness” which attract Chinese investors.

7.3 How can local trade/investment-facilitating organizations assist Chinese companies with
different aspects of psychic distance, thus reducing cultural risk?
The empirical findings show that Business Sweden, Vinge and PwC can help Chinese companies with
different aspects of psychic distance. Owned by the Swedish government, Business Sweden assist in the
whole establishment process free of charge. They offer help with market analysis, market establishment
and contact with lawyers, recruitment agencies and other organizations. By representing the Swedish
government, Business Sweden may reduce political risk and market risks. By getting assistance from
Business Sweden, Chinese investors may get their “face” boosted as well as developing a greater attitude
and trust towards the Swedish market since the government is highly positioned in the hierarchy,
explaining the high power distance that Chinese culture is characterized by.
Whilst Business Sweden can reduce the market and political risks, Vinge can assist Chinese companies
and investors with expertise in legal practice, thus reducing legal risks. Except business law and
knowledge about the Swedish jurisdiction, Vinge’s China Group can provide services regarding M&A
processes such as due diligence on target companies, drafting and reviewing transactional documents,
assistance in negotiations and being an overall bridge in cross border transactions. At PwC’s China-desk,
Chinese investors may get assistance with business set up and registration as well as auditing services,
income tax planning and transfer pricing compliance, which also may reduce market risks. Both PwC and
Vinge have /have had operations in China which increase the trust in these companies.

7.4 Contribution to the literature and further research suggestions
Previous research has investigated why Chinese invest in smaller economies. As already mentioned in
this thesis- regarding Chinese investments in Scandinavia, the focus has been on the Finnish market with
a brief comparison with Sweden, in order to improve the generalizability of the results (Lintunen, 2011).
The empirical findings of that thesis concluded that Chinese invest in both Finland and Sweden because
of market opportunities and strategic asset seeking motives.
This dissertation contributes to the literature by filling two main literary gaps. On one hand, this
dissertation contributes by investigating which cultural risks that Chinese companies encounter when
establishing on the Swedish market. On the other hand, this dissertation contributes by mapping how
local trade-/investment-facilitating organizations can assist Chinese companies reduce cultural risks.
Furthermore, this thesis has invented a theoretical model that explains why the modified Uppsala model
is not suitable for the internationalization towards Sweden, leading to a new model: bred global. The
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contribution of this new model leads to a different understanding of how Chinese companies
internationalize towards Sweden as well as establishing on the Swedish market.
With this said, this dissertation has settled the ground for which trade facilitating organization that exist
in Sweden and how they can assist Chinese companies with their investments and establishment
processes in Sweden. This thesis is not only theoretically important, contributing to a development in
the international business literature, but also practically important for Chinese investors who are
considering FDI and establishments on the Swedish market. This paper identifies different risk aspects
of psychic distance when Chinese investors enter Sweden. Furthermore, this thesis map how local
trade/investment-facilitating organizations can reduce these risk aspects and thus ease the establishment
process for Chinese companies.
Further research could explore the demand of cultural advisory services by these organizations or as a
new business concept, in order to reduce psychic distance between China and Sweden. This might reduce
transaction cost and risks combined with internationalization process. Furthermore, we encourage more
studies regarding Chinese companies’ internationalization and further research of a possibly new
internationalization model- the “bred- global” model, which is presented in this study.
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Appendix
Appendix I: Interview guide PwC
Presentation of our thesis:
Presentation of Alex Xiang:
1. Please tell us about your profession:
•
•
•
•

Number of years at PwC /PwC Sweden
Your role at PwC
Experience of Chinese business activities
Experience of Chinese outward investments

Chinese FDI and internationalization
2. China has attracted much foreign direct investments throughout the years which has resulted in a
great trade surplus. This, in combination with a series of policies by the government, such as the
“going out policy”, has “boosted” Chinese investments overseas.
In addition to these, which factors do you think have contributed to the boom in Chinese foreign
direct investments and establishment around the world?
3. Many Western companies have outsourced their business to- and sought investment possibilities
in China, often as a part of their cost reduction strategies. On the other hand, it cannot be cost
reduction that motivates Chinese companies to invest in European countries like Sweden. Why
do you think that Chinese companies chose to invest in a small economy such as Sweden?
Chinese business establishments/investments in Sweden
4. How would you describe Chinese and Swedish business relationship?
5. In 2010, the Chinese automotive company Geely acquired Volvo Cars from Ford, whereupon
Geely Sweden AB was founded as well as a R&D center in Gothenburg. Besides the automotive
industry, which sectors have attracted Chinese investments throughout the years and do you see a
shift in attractiveness?
6. Which opportunities do Chinese companies encounter when establishing on the Swedish market?
7. Which difficulties do Chinese companies encounter when establishing in Sweden?
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Characteristics of Chinese culture and implications for establishments in Sweden
8. Relationships (guanxi) and networks (guanxiwang) are obviously something very important and
in a way characteristic features in Chinese culture and business culture. Which are the
positive/negative effects of these for Chinese companies that establish in a country like Sweden,
which does not always share the same values?
9. Have you noticed any characteristic features in the way Chinese companies undergo their
establishment process on the Swedish market? anything typical in Chinese business culture?
10. Guanxi generally consist of different approaches: (1) a tight relationship between two parties
who trust each other (2) a third party who knows the other two parties very well, whom can
introduce the two parties to each other (3) through a contact person (an agent).
a) How are Chinese business conducted amongst Chinese companies in China?
b) Are these approaches different when Chinese companies enter a foreign market abroad?
11. Chinese business culture values trust and long-term relationships (which normally takes time to
build). At the same time, the global economy changes rapidly and investments can often be
conducted in high speed circumstances under high risks.
a) How does a fast-changing global economy affect Chinese business activities?
b) In what way have these circumstances created opportunities and difficulties for Chinese
investors?
Internationalization and establishment theory
12. In the internationalization literature, there are three models that describe how a company can
establish itself;
•

The Uppsala model of internationalization: where a company strives to achieve long-term
growth and profit whilst trying to reduce risks. Therefore the internationalization process
starts off on the “home-market”, later expanding
“step-by-step” into other countries with greater psychic distance.

a)

•

The Network Model: where companies tend to internationalize depending on which
business relationships the company has got.

•

Born Globals, which is a relatively new version of the internationalization model where a
company moves directly into different markets at the same time.

According to you, which of these model (s) fit Chinese companies’ internationalization
process best?

b) Do Chinese companies approach foreign markets in other ways than mentioned above and in
that case, how is this approach characterized?
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13. From what you have seen, how much experience of internationalization do Chinese investors
tend to have when investing in Sweden?
14. How much experience of Sweden, Swedish culture and the Swedish business culture do Chinese
companies have when establishing on the Swedish market?
Cultural differences and dimensions
15. According to cultural literature there are
differences between Swedish and Chinese
culture. China is said to be a collectivistic and
“masculine” country. There is a tendency of
high power distance and hierarchy amongst
employer and employees. Long-term
relationships among businesses are preferred
as well as long-term investments.
On the contrary, Sweden is said to be more of
an individualistic and “feminine” country with
a much lower score on power distance, where
long-term investments are not as much
prioritized.
a) How do you think that these differences are shown when Chinese companies establish in
Sweden?
b) How much have these cultural differences affected Chinese internationalization processes
and establishments in Sweden?
16. Do you think that Chinese investors find it difficult to adapt to the Swedish business culture? In
what ways has this resulted in difficulties and how are these difficulties dealt with?
17. Psychic distance, defined as the set of differences from one country to another due to culture,
language, norms, rules, laws and political system, is frequently mentioned in the cultural
literature. These include;
•
•
•
•
•

Language
Moral of work ethics (punctuality, discipline, efficiency)
Norms and values
Laws and regulations
Political situation

Which of the following factors mentioned above, has influenced the Chinese internationalization
processes to Sweden and Chinese businesses the most and how?
18. What legal and regulatory differences are there between China and Sweden?
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19. In which ways can the Swedish law be of advantage for Chinese companies? (Are there any
special legal aspects that facilitate Chinese business activities in contrast to the situation in
China?)
20. Which legal obstacles may Chinese companies/investors encounter in Sweden?
21. In what ways can the political system in Sweden be favourable for Chinese companies and
Chinese business activities?
22. Which aspects of the Swedish political system could implicate disadvantages for Chinese
companies? How?
23. Which aspects of the Swedish business culture do you think attract Chinese investors the most?
Risk & Risk Management
24. The following chart visualizes the connection between
uncertainty, risk and the level of commitment where level of
commitment reflects the knowledge of the market. Where on
the risk level chart would you generally place Chinese
companies that invest/establishes in Sweden and do you
think that the position of the firm changes regarding the
different industries?
25. What type of risks do Chinese companies/investors generally
encounter when establishing on the Swedish market and how
are these risks dealt with?
26. In previous research, there are a series of risk reduction measures that foreign companies tend to
use when establishing/investing in other countries to reduce cultural risk. These were;
a)
b)
c)
d)

A “step-by-step” strategy to gradual transfer or investing capital
Negotiating with the government regarding investment incentives
Sending over an agent or a team to operate within the foreign market
Creating strong alliances with important power centres that will safeguard the interests
during the integration process.

Which one do you feel fit in the context of Chinese businesses establishing in Sweden?
PwC (China Desk’s) role for Chinese companies/investors
27. What type of Chinese companies/investors turn to you at PwC for assistance and what are their
main concern/problems? Are there any differences in your consulting regarding the different
companies industry?
28. Which form of advisory service do Chinese companies/investors request from you at PwC?
29. How can PwC help Chinese companies/investors reduce cultural risk?
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30. What can Chinese companies expect from PwC?
31. There are a handful other companies and trade-facilitating organizations in Sweden that assist
Chinese companies when establishing in Sweden. How does PwC differentiate from these
organizations?
32. Have you noticed a demand in cultural advisory services amongst Chinese companies or is this
something that is not prioritized?
33. Do you think that the value of cultural advisory services lack importance? Is this something that
Chinese companies/ investors tend to consider when establishing on the Swedish market?

Appendix II: Interview guide, Vinge
Presentation of our thesis:
Presentation of Qun Gu
1. Please tell us about your profession:
•
•
•
•
•

Number of years at Vinge
Your role at Vinge
Experience of Chinese business activities
Experience of Chinese outward investments
Experience of assisting Chinese companies/investors in Sweden

Chinese FDI and internationalization
2. China has attracted much foreign direct investments throughout the years which has resulted in a
great trade surplus. This, in combination with a series of policies by the government, such as the
“going out policy”, has “boosted” Chinese investments overseas.
In addition to these, which factors do you think have contributed to the boom in Chinese foreign
direct investments and establishment around the world?
3. Many Western companies have outsourced their business to- and sought investment possibilities
in China, often as a part of their cost reduction strategies. On the other hand, it cannot be cost
reduction that motivates Chinese companies to invest in European countries like Sweden. Why
do you think that Chinese companies chose to invest in a small economy such as Sweden?
Chinese business establishments/investments in Sweden
4. How would you describe Chinese and Swedish business relationship?
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5. In 2010, the Chinese automotive company Geely acquired Volvo Cars from Ford, whereupon
Geely Sweden AB was founded as well as a R&D centre in Gothenburg. Besides the automotive
industry, which sectors have attracted Chinese investments throughout the years and do you see a
shift in attractiveness?
6. Which opportunities do Chinese companies encounter when establishing on the Swedish market?
7. Which difficulties do Chinese companies encounter when establishing in Sweden?
Characteristics of Chinese culture and implications for establishments in Sweden
8. Relationships (guanxi) and networks (guanxiwang) are obviously something very important and
in a way characteristic features in Chinese culture and business culture. Which are the
positive/negative effects of these for Chinese companies that establish in a country like Sweden,
which does not always share the same values?
9. Have you noticed any characteristic features in the way Chinese companies undergo their
establishment process on the Swedish market? Anything typical in Chinese business culture?
10. Guanxi generally consist of different approaches: (1) a tight relationship between two parties
who trust each other (2) a third party who knows the other two parties very well, whom can
introduce the two parties to each other (3) through a contact person (an agent).
a) How are Chinese business conducted amongst Chinese companies in China?
b) Are these approaches different when Chinese companies enter a foreign market abroad?
11. Chinese business culture values trust and long-term relationships (which normally takes time to
build). At the same time, the global economy changes rapidly and investments can often be
conducted in high speed circumstances under high risks.
a) How does a fast-changing global economy affect Chinese business activities?
b) In what way have these circumstances created opportunities and difficulties for Chinese
investors?
Internationalization- and establishment theory
12. In the internationalization literature, there are three models that describe how a company can
establish itself;
•

The Uppsala model of internationalization: where a company strives to achieve long-term
growth and profit whilst trying to reduce risks. Therefore the internationalization process
starts off on the “home-market”, later expanding “step-by-step” into other countries with
greater psychic distance.

•

The Network Model: where companies tend to internationalize depending on which
business relationships the company has got.
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•

Born Globals, which is a relatively new version of the internationalization model where a
company moves directly into different markets at the same time.
a) According to you, which of these model (s) fit Chinese companies’ internationalization
process best?
b) Do Chinese companies approach foreign markets in other ways than mentioned above
and in that case, how is this approach characterized?

13. From what you have seen, how much experience of internationalization do Chinese investors
tend to have when investing in Sweden?
14. How much experience of Sweden, Swedish culture and the Swedish business culture do Chinese
companies have when establishing on the Swedish market?
Cultural differences and dimensions
15. According to cultural literature there are
differences between Swedish and Chinese
culture. China is said to be a collectivistic and
“masculine” country. There is a tendency of high
power distance and hierarchy amongst employer
and employees. Long-term relationships among
businesses are preferred as well as long-term
investments.
On the contrary, Sweden is said to be more of an
individualistic and “feminine” country with a
much lower score on power distance, where longterm investments are not as much prioritized.
a) How do you think that these differences are shown when Chinese companies establish in
Sweden?
b) How much have these cultural differences affected Chinese internationalization processes
and establishments in Sweden?
16. Do you think that Chinese investors find it difficult to adapt to the Swedish business culture? In
what ways has this resulted in difficulties and how are these difficulties dealt with?
17. Psychic distance, defined as the set of differences from one country to another due to culture,
language, norms, rules, laws and political system, is frequently mentioned in the cultural
literature. These include;
•
•
•
•

Language
Moral of work ethics (punctuality, discipline, efficiency)
Norms and values
Laws and regulations
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•

Political situation

Which of the following factors mentioned above, has influenced the Chinese internationalization
processes to Sweden and Chinese businesses the most and how?
18. What legal and regulatory differences are there between China and Sweden?
19. In which ways can the Swedish law be of advantage for Chinese companies? (Are there any
special legal aspects that facilitate Chinese business activities in contrast to the situation in
China?)
20. Which legal obstacles may Chinese companies/investors encounter in Sweden?
21. In what ways can the political system in Sweden be favourable for Chinese companies and
Chinese business activities?
22. Which aspects of the Swedish political system could implicate disadvantages for Chinese
companies? How?
23. Which aspects of the Swedish business culture do you think attract Chinese investors the most?
Risk & Risk Management
24. The following chart visualizes the connection between
uncertainty, risk and the level of commitment where level of
commitment reflects the knowledge of the market. Where on
the risk level chart would you generally place Chinese
companies that invest/establishes in Sweden and do you
think that the position of the firm changes regarding the
different industries?
25. What type of risks do Chinese companies/investors
generally encounter when establishing on the Swedish
market and how are these risks dealt with?
26. In previous research, there are a series of risk reduction measures that foreign companies tend to
use when establishing/investing in other countries to reduce cultural risk. These were;
a)
b)
c)
d)

A “step-by-step” strategy to gradual transfer or investing capital
Negotiating with the government regarding investment incentives
Sending over an agent or a team to operate within the foreign market
Creating strong alliances with important power centres that will safeguard the interests
during the integration process.

Which one do you feel fit in the context of Chinese businesses establishing in Sweden?
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Vinge’s role for Chinese companies/investors
27. What type of Chinese companies/investors turn to you at Vinge for assistance and what are their
main concern/problems? Are there any differences in your consulting regarding the different
companies industry?
28. Which form of advisory service do Chinese companies/investors request from you at Vinge?
29. How can Vinge help Chinese companies/investors reduce cultural risk?
30. More specific in the business law category - what can Chinese companies expect from Vinge?
31. There are a handful other trade-facilitating organizations in Sweden that assist Chinese
companies. How does Vinge differentiate from these organizations?
32. Have you noticed a demand in cultural advisory services amongst Chinese companies or is this
something that is not prioritized?
33. Do you think that the value of cultural advisory services lack importance? Is this something that
Chinese companies/ investors tend to consider when establishing on the Swedish market?

Appendix III: Interview guide, Business Sweden
Presentation av oss och vår studie
Presentation av Erik Corsman
1. Berätta lite om ditt yrke:
• Antal år hos Business Sweden
• Roll inom företaget
• Erfarenhet av internationell investeringsrådgivning
2. Hur fick du intresse för Kina och den kinesiska marknaden?
(Du nämnde din examensuppsats som också hade fokus på Kina)
Kinesisk internationalisering till Sverige
3. Kina har varit attraktivt för utländska investeringar vilket under åren lett till ett stort
budgetöverskott. Detta i kombination med en rad beslut och policys som ”going out policy” från
den kinesiska regeringen, har "boostat" kinesiska investeringar i omvärlden.
Förutom dessa, vilka andra faktorer tror du har drivit på den intensiva trenden av kinesiska
investeringar och utlandsetableringar?
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4. Västerländska företag har genom åren sökt sig till Kina av exempelvis kostnadsmotiv men det är
å andra sidan dyrt för kinesiska företag att investera i Sverige. Varför tror du kinesiska företag
väljer att investera i ett litet land som Sverige?
Kinesiska företagsetableringar/ investeringar i Sverige
5. Hur har relationen mellan Sverige och Kina sett ut och hur upprätthålls relationerna?
6. År 2010 förvärvade kinesiska bilföretaget Geely Volvo Cars från amerikanska Ford, varpå man
grundade Geely Sweden AB samt ett forskningscentrum för R&D i Göteborg. Detta var inom
bilindustrin och R&D men vilka branscher har attraherat kinesiska investeringar genom åren och
ser du en förändring?
7. Vilka möjligheter möter kinesiska företag vid etablering på den svenska marknaden?
8. Vilka motgångar möter kinesiska företag vid etablering i Sverige?
Karaktärsdrag för kinesisk kultur och implikationer för etablering i Sverige
9. Relationer (guanxi) och nätverk (guanxiwang) är karakteristiskt i Kina och kinesisk affärskultur.
Vilka problem möter kinesiska företag när de gör affärer med Sverige där affärskulturen inte är
lika präglad av dessa kulturella variabler och hur bemöts dessa problem?
10. Guanxi-relationer i Kina bygger på förtroende och lojalitet vilket reducerar risk. Dessa relationer
kan sägas bygga på; (1) direkta relationer mellan två parter som litar på varandra, (2) indirekta
relationer via en bekant tredje part som introducerar båda parterna för varandra och (3) genom en
kontaktperson (agent).
Är dessa former av relationer något som karaktäriserar kinesiska företag/investerare även vid
etablering i Sverige?
11. Har du märkt några karakteristiska drag kring hur kinesiska företag går tillväga vid
etableringsprocessen på den svenska marknaden? Något som är typisk för kinesisk affärskultur?
Internationalisering- och etableringsteori
12. I litteraturen om internationalisering finns bland annat tre modeller som beskriver hur ett företag
kan etablera sig;
a

Uppsalamodellen, där ett företag strävar efter att höja den långsiktiga vinsten/tillväxten
men att samtidigt försöka hålla nere riskerna. Därför börjar
internationaliseringsprocessen med hemmamarknaden för att stegvis expandera till länder
med högre psykisk distans.

b

Nätverksmodellen, där företag internationaliserar sig beroende på vilka kontakter
företaget har
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c

Born Globals, som är en nyare modell och handlar om att ett företag går direkt ut på flera
marknader på samma gång.

Vilken av dessa modeller anser Du passa in bäst på kinesiska företag vid etablering i Sverige? Är
etableringen generellt ett av en rad tidigare steg i internationaliseringsprocessen? finns tidigare
kontakter som motiverat etableringen eller är företagen oerfarna gällande internationalisering?
13. Har kinesiska företag i regel någon tidigare erfarenhet av internationalisering när de investerar på
den svenska marknaden?
14. Hur mycket kunskap om Sverige, den svenska kulturen och det svenska arbetsklimatet tenderar
kinesiska investerare att ha vid etablering/investering i Sverige?
Kulturella skillnader och dimensioner
15. Enligt kulturell litteratur finns stora skillnader
mellan den kinesiska och den svenska
kulturen. Kina anses exempelvis vara ett
kollektivistiskt och “maskulint” land med hög
maktdistans och hierarki där man också
föredrar långa- och hållbara relationer samt
långsiktiga investeringar.
Sverige å andra sidan anses vara ett
individualistiskt, “feminint” (jämlikt) land
med låg maktdistans, där långsiktiga
investeringar inte alltid prioriterats i lika stor
mån.
a. Hur tror du att dessa olikheter gör sig påminda vid kinesisk företagsetableringar i
Sverige?
b. Hur stora hinder har dessa kulturella olikheter utgjort för etableringsprocessen i Sverige?
16. Upplever du att kinesiska företag/investerare finner det svårt att anpassa sig efter den svenska
affärskulturen? På vilket sätt har det uppstått svårigheter för de kinesiska företagarna och hur har
de bearbetats?
17. Den kulturella litteraturen talar ofta om psykisk distans, det vill säga alla de barriärer/svårigheter
som uppstår vid kross-kulturella affärer. Några av dessa är;
•
•
•
•
•

Språk
Arbetsmoral (punktlighet, disciplin, effektivitet, arbetsamhet)
Normer & Värderingar
Lagar och regleringar
Politisk situation

Av Din erfarenhet, hur har dessa påverkat kinesiska investeringar/etableringar här i Sverige?
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18. På vilka sätt kan svensk lag vara fördelaktigt för kinesiska företag?
19. Vilka legala svårigheter kan kinesiska företag/investerare stöta på i Sverige?
20. På vilka sätt kan nuvarande förd svensk politik vara fördelaktigt för kinesiska företag och
kinesiskt företagande i Sverige?
21. Vilka aspekter av det svenska politiska systemet kan innebära nackdelar för kinesiska företag?
Hur?
22. Vilka aspekter av svenskt företagande tror Du tilltalar kinesiska företag?
Risk & Risk Management
23. Diagrammet visar sambandet mellan osäkerhet, risk och
engagemangsnivå, där engagemangsnivå speglar
kunskap om marknaden. Var på risklinjen skulle du
placera kinesiska företag som investerar/etablerar sig i
Sverige och tror du det skiljer sig mellan olika
branscher?
24. Vilka typer av risker stöter kinesiska företag/investerare
generellt på vid internationalisering och etablering i
Sverige och hur tacklas dessa risker?
25. Tidigare forskning har identifierat en rad risk-reducerande åtgärder som företag tar till vid
utlandsetablering, vilka är;
a.
b.
c.
d.

Steg-för-steg strategi för gradvis internationalisering/överföring av kapital vid
investeringar
Förhandling med regering/stat angående investeringsmöjligheter i landet.
Skicka över agenter eller team för att operera inom den utländska marknaden
Skapande av starka allianser/ kluster som säkerhet innan etableringen

Är dessa åtgärder något som kinesiska företag har tenderat att ta till inför en etablering i
Sverige?
Business Swedens roll för kinesiska företag
26. Vad är det i regel för typer av kinesiska företag som kommer till Er, vilka är de vanligaste
problemen de står inför och skiljer sig Er rådgivning utifrån deras bransch?
27. Vilka rådgivningar efterfrågar kinesiska företag (av Business Sweden) när de vill etablera sig i
Sverige?
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28. Hur kan Business Sweden hjälpa kinesiska företag/investerare att reducera den kulturella risken
på bästa sätt?
29. Vad kan kinesiska företag förvänta sig när de vänder sig till Business Sweden?
30. Har ni märkt av att just kulturell rådgivning är något som kinesiska företag frågar efter vid sin
etablering i Sverige eller tenderar kulturell rådgivning att inte prioriteras?
31. Anser du att värdet av kulturell rådgivning saknar prioritet eller är detta något som kinesiska
företag ofta har med i åtanke vid etableringen i Sverige?

Appendix IV: Interview guide, Mannheimer Swartling
Presentation av oss och vår uppsats
Presentation av Thomas Lagerqvist
1. Hur många års erfarenhet har du av kinesiska investeringar och kinesiskt företagande?
2. Hur fick du intresse för Kina och den kinesiska marknaden?
3. Berätta mer om det seminarium som SASAC Beijing anordnade och som du deltog vid.
Övergripande frågor om kinesiskt FDI och kännetecken av kinesiskt företagande
4. Kina har varit attraktivt för utländska investeringar vilket lett till ett stort budgetöverskott. Detta
i kombination med att en rad beslut och policys från den kinesiska regeringen har "boostat"
kinesiska investeringar i omvärlden.
Förutom dessa, vilka andra faktorer tror du har drivit på den intensiva trenden av kinesiska
investeringar och utlandsetableringar?
5. Relationer (guanxi) och nätverk (guanxiwang) är karakteristiskt i Kina och kinesisk affärskultur.
Hur påtagliga/ avgörande är dessa mellan kinesiska företag?
6. Guanxi-relationer sägs bygga på; (1) direkta relationer mellan två parter som litar på varandra,
(2) indirekta relationer via en bekant tredje part som introducerar båda parterna för varandra och
(3) genom en kontaktperson (agent).
Hur har du upplevt att affärer görs mellan kinesiska företag? Ändras detta vid investering
utomlands?
7. Vilka problem möter kinesiska företag när de gör affärer med länder där affärskulturen inte är
lika präglad av guanxi och hur bemöts dessa problem?
Internationalisering och utlandsetablering

8. I litteraturen om internationalisering finns bland annat tre modeller som beskriver hur ett företag
kan etablera sig;
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Uppsalamodellen, där ett företag strävar efter att höja den långsiktiga vinsten/tillväxten
men att samtidigt försöka hålla nere riskerna. Därför börjar
internationaliseringsprocessen med hemmamarknaden för att stegvis expandera till
länder med högre psykisk distans.



Nätverksmodellen, där företag internationaliserar sig beroende på vilka kontakter
företaget har



Born Globals, som är en nyare modell och handlar om att ett företag går direkt ut på
flera marknader på samma gång.

Vilken av dessa modeller anser Du passa in bäst på
kinesiska företags internationaliseringar och
utlandsetableringar? Går de tillväga på helt andra
sätt och i så fall hur?
9. Kinesisk affärskultur är centrerad kring kulturella
värderingar som förtroende och hållbart
relationsbyggande som kan ta tid. Samtidigt är den
globala ekonomin snabbt föränderlig och
investeringar kan ofta innebära snabba beslut och
hög risk. Har du märkt av denna tvetydighet hos
kinesiskt företagande? På vilka sätt har detta skapat
problem för kinesiska investerare?
Kultur och kulturella dimensioner
10. Enligt kulturell litteratur finns stora skillnader mellan den kinesiska och den svenska kulturen.
Kina anses exempelvis vara ett kollektivistiskt och “maskulint” land med hög maktdistans och
hierarki där man också föredrar långa- och hållbara relationer samt långsiktiga investeringar.
Sverige å andra sidan anses vara ett individualistiskt, “feminint” (jämlikt) land med låg
maktdistans, där långsiktiga investeringar inte alltid prioriterats i lika stor mån.
a. Hur tror du att dessa olikheter gör sig påminda vid kinesisk företagsetableringar i Sverige?
b. Hur stora hinder har dessa kulturella olikheter utgjort för etableringsprocessen?
11. Den kulturella litteraturen talar ofta om psykisk distans, det vill säga alla de barriärer/svårigheter
som uppstår vid kross-kulturella affärer. Några av dessa är;






Språk
Arbetsmoral (punktlighet, disciplin, effektivitet, arbetsamhet)
Normer & Värderingar
Lagar och regleringar
Politisk situation

Av din erfarenhet, vilken/vilka av dessa har påverkat kinesisk internationalisering och kinesiskt
företagande mest och på vilket sätt?
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Risk & Risk Management
12. Diagrammet visar sambandet mellan osäkerhet, risk och
engagemangsnivå, där engagemangsnivå speglar
kunskap om marknaden. Var på risk-linjen skulle du
placera kinesiska företag som investerar/etablerar sig i
Sverige och tror du det skiljer sig mellan olika
branscher?
13. Vilka typer av risker stöter kinesiska företag/investerare
generellt på vid internationalisering och etablering i
andra länder? Hur tacklas dessa risker?
14. Tidigare forskning har identifierat en rad risk-reducerande åtgärder som företag tar till vid
utlandsetablering, vilka är;
a. Steg-för-steg strategi för gradvis internationalisering/överföring av kapital vid
investeringar
b. Förhandling med regering/stat angående investeringsmöjligheter i landet.
c. Skicka över agenter eller team för att operera inom den utländska marknaden
d. Skapande av starka allianser/ kluster som säkerhet innan etableringen
Är dessa åtgärder något som kinesiska företag tar till? om så är fallet, vilken/vilka?
Kinesisk internationalisering till- och etablering i Sverige
15. Varför tror du kinesiska företag väljer att investera i Norden och Sverige? Västerländska företag
har ju sökt sig till Kina av exempelvis kostnadsmotiv men det är å andra sidan dyrt för kinesiska
företag att investera i Sverige. (innovation, R&D, marknad, positionering, annat?)
16. Hur påtagliga/ avgörande är relationer (guanxi) och nätverk (guanxiwang) i affärer mellan
kinesiska- och svenska företag och hur tror du problemen bemöts?
17. Vem/Vilka organisationer vänder sig kinesiska företag till för att etablera sig i utlandet/Sverige?
Mannheimer Swartlings roll för kinesiska företag
18. Hur skiljer sig de kinesiska och svenska regelverken åt gällande företagande och vilka
huvudsakliga legala svårigheter kan kinesiska företag/investerare stöta på i Sverige?
19. Vänder sig kinesiska företag till Er på Mannheimer Swartling för affärsjuridisk rådgivning?
20. Vilka typer av kinesiska företag kommer till Er och skiljer sig er rådgivning utifrån deras
bransch?
21. Mer specifikt inom affärsjuridisk rådgivning, vad kan (skulle) kinesiska företag kunna förvänta
sig hos Mannheimer Swartling?
22. Vilka rådgivningar efterfrågar kinesiska företag (av Mannheimer Swartling) när de vill etablera
sig i Sverige?
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Appendix V: Internet-mediated questionnaire
Initial overview

1. Which company do you represent?
2. Which year did your company establish/invest in Sweden?
3. Which of the following alternatives characterized your initial entrance to the Swedish market?
(Merger & Acquisition) (Joint Venture) (Greenfield investment) (Other forms of investmentsplease specify below)
4. In which industry did your company establish/invest here in Sweden?
5. What was the motive behind the choice of the Swedish market?
Internationalization theory
The following section covers topics such as experience, internationalization and establishments
processes
6. Prior to the penetration of/investment on the Swedish market, how much experience has your
company had of establishments in foreign countries?
(low experience: 0-2 establishments) (medium experience: 3-5 establishments)
(high experience: 6+ establishments)
7. Prior to the penetration of/investment on the Swedish market, how much knowledge has your
company had of Sweden? (low experience) (medium experience) (high experience)
8. Which form of knowledge/experience did your company have? (It could be about doing
business with- or having a contact through a company, supplier, partner, person or an agent)
9. How did your company start with the process of entering the Swedish market?
10. Did your company hire a key person with Swedish market expertise before entering Sweden?
(Yes) (No)
Questions regarding the Chinese Chamber of Commerce
The following section covers topics regarding different investment-faciliating organizations and the
Chinese Chamber of Commerce in Sweden.
11. Has your company consulted any of the following organizations?
(Business Sweden) (Sweden Abroad) (Swedish institute) (Sweden-China Trade Council)
(Other regional Chambers of Commerce) (Swedish government - Ministry for foreign affairs)
(Other - please specify below)
12. Has your company ever consulted the Chinese Chamber of Commerce when considering
investments in Sweden? (Yes) (No) (if not, proceed to question 16)
13. In what stage of the internationalization process did your company contact the Chinese Chamber
of Commerce?
(before entering the Swedish market) (during the process of entering the Swedish
market) (after the process of entering the Swedish market) (Other - please specify)
14. Which form of counselling did your company receive?
15. Looking back, which form of counselling do you think your company would have needed from
the Chinese Chamber of Commerce in Sweden?
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16. What is your opinion on a broader offering of cultural advisory services from the Chinese
Chamber of Commerce - is that anything you would like to see more of?
Risk
The following section covers topics regarding risk and commitment level
17. Which sort of risk(s) did your company encounter when entering the Swedish market?
18. Have you seen that the amount of risk has changed from the beginning of your company's
internationalization process to the actual establishments/investment on the Swedish market?
(please explain)
19. How crucial would you say that the risk level is to the amount of commitment when entering the
Swedish market?
1= not important 5= very important
Cultural dimensions
The following section covers topics regarding cultural differences and cultural risks in the
internationalization process.
20. Did you feel that there were cultural barriers that slowed down the establishment in Sweden?
(Yes) (No)(if not, proceed to question 22)
21. In which way did you experience the establishment being slowed down by cultural barriers?
22. What has been the major obstacles in your company`s internationalization process into the
Swedish market?
23. Please rate the following aspects of cultural risk. How challenging was each aspect when
establishing in Sweden?
(language) (work ethics - diligence, punctuality, efficiency, discipline,) (norms and values)
(laws and regulations) (political situation)
1= not challenging at all
5=very challenging
24. Please rate the following aspects of cultural risk. How challenging was each aspect to
overcome? (language) (work ethics - diligence, punctuality, efficiency, discipline,) (norms and
values) (laws and regulations) (political situation)
25. How did your company deal with cultural differences during the internationalization process
towards the Swedish market?
26. Which risk reduction measures characterized your company's internationalization process
towards the Swedish market?
(A “step by step” strategy, or gradual transfer of investment capital) (Negotiating with the
government regarding investment incentives prior to the establishment/investment) (Preparing a
crisis plan in case the situation deteriorates) (Getting assistance/help within private or
government organisations) (Sending over an agent or a team to operate within the Swedish
market) (Creation of strong alliances with important power centres that will safeguard the
interest of the establishment/investment under the integration and the changing process)

94

27. How did your company deal with cultural differences during the actual establishment
period/investment in Sweden?
28.
Do we have your permission to contact you regarding an interview in order to gain deeper
insight of the questions above? (if yes, please provide your contact information down
below) Your information will be classified as confidential and will not be visible to an external
party) (Yes - your contact information) (No)

Thank you for your participation
//Carl-David Lundström & Ingrid Höllisch
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