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Abstract 
Problem discussion – we identified the gap concerning the lack of researches in exploring the 

impacts of both business and social networks in B2B companies’ internationalization process 

based on the network model proposed by Johanson and Mattsson (1988), especially taking the 

Chinese environmental factors into consideration. 

Purpose – The purpose of this study is to explore the importance of environmental factors and 

networks for B2B companies to internationalize into the Chinese market. 

Methodology – The thesis adopts the abductive approach and employs a qualitative research 

strategy. In order to obtain relevant information, multiple case study is chosen. The primary 

data are collected through semi-structured interviews with three Swedish B2B companies. 

Secondary data such as scientific articles, reports and books are also used in this thesis. 

Findings – Firstly, this thesis concludes that B2B companies’ business activities in 

internationalization process in China are influenced by four environmental factors: cultural, 

legal, economic and political factor. Secondly, business networks have impacts on the process 

of international extension, penetration and international integration, whereas the impacts of 

social networks are clearer in the phase of penetration. Thirdly, in China, there is no clear 

distinction between business- and social networks, but the building of trust is important in 

developing networks. Besides, B2B companies have to rely on their local employees when 

utilizing Guanxi in business activities. 

Managerial Implications – The managers should not only focus on the advantages, but also 

constantly perceive the risks in the Chinese market. Besides, managers could also take specific 

advantages of their Chinese employees’ social networks. Furthermore, managers should 

connect and coordinate the networks in different countries. Finally, managers could rely on 

their local employees to utilize Guanxi in business interactions.  

Theoretical Contribution – Firstly, this thesis identifies four key market environmental 

factors and their impacts for companies’ business activities in the Chinese market. Secondly, 

this thesis contributes to Johanson and Mattsson’s (1988) network approach by elaborating on 

the impacts of both business- and social networks in the three phases respectively. Thirdly, this 

thesis proposes a new conceptualized model that provides a deeper understanding and a clearer 

demonstration of the importance of environmental factors and networks when firms 

internationalize into global markets. 

Limitations – The results of this thesis might be limited to generalize to all kinds of market 

segments or industries. Moreover, in this thesis, the impacts of social networks are only 

identified in the phase of penetration. 

Keywords - Internationalization process, B2B companies, Environmental factor, Business 

network, Social network, Network approach, Impacts of network, the Chinese market 
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1 Introduction 
 

In this chapter, we give an indication of where the focus of this study lies and provide 

an explanation why this study is important and how it contributes to the research area. 

This chapter starts with a background discussion, followed by the problem discussion, 

research questions, and then the purpose and delimitations will be discussed. In the 

end of this chapter, an outline of the thesis will be presented. 

 

1.1 Background  
The global economic integration and the increasing numbers of new ventures lead to 

companies’ internationalization into global markets. More and more companies 

expand their business internationally to seek opportunities and benefits, which include 

a rise in profitability, an increase in the scale of production and in firm 

competitiveness. In recent years, thanks to the expansion in merchandise and service 

business and directly oversea investment, the globalization is pulled forward (Zou & 

Ghauri, 2010). In addition, WTO and Free-Trade zones play a significant role in 

international trade and investment. With the above favorable international 

environment, firms who want to expand overseas are more likely to acquire 

information from foreign markets (Oviatt & McDougall, 2005). Dunning (1988) 

further states that the essence of firm’s internationalization is gaining benefits from 

foreign markets by transforming moveable resources. The nature of 

internationalization, as suggested by Welch and Luostarinen (1988), is a dynamic 

phenomenon, which is conceptualized as a process where a firm gradually increases 

its level of involvement in foreign markets. During the internationalization process, 

relationships are established and developed over time in order to generate satisfactory 

short-term economic returns (Johanson & Vahlne, 1990). They further argue that 

firm’s internationalization process is considered as a theory which explains why 

multinational firms exist. Thus, the internationalization process has been a relevant 

factor in international business literature (Buckley & Casson, 1981).  

As suggested above, internationalization process relates to how an individual firm 

gradually uses, integrates, and acquires knowledge and resources in foreign markets, 

which is seen as causal cycles (Johanson & Vahlne, 1977). Therefore, one way to 

look at firms’ internationalization process is through the network theory, where 

network is viewed as “a bridging mechanism that allow for rapid internationalization” 

(Mtigwe, 2006, p. 15). Network is of great value for obtaining market information and 

knowledge that would otherwise be expensive and time-consuming to acquire (Ibid). 

According to Söderqvist (2011), the internationalization process of a firm is more 

related to network relationships than firm-specific advantages. The international 

expansion is, as suggested by Johanson and Vahlne (2003), an outcome of two main 

processes: the development of existing networks and the establishment of new 

networks with customers or suppliers.  

Elo (2005) argues that networks and industrial markets are crucial for understanding a 

firm’s internationalization process. As for business to business (B2B) companies, in 

particular, the establishment of a network relationship is important (Ibid). To some 

degree, business markets and consumer markets have some similarities, since both 
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markets intend to satisfy needs that relate to the buying behaviors and purchase 

decisions (Kotler & Armstrong, 2008). Nevertheless, business markets differ from 

consumer markets in several ways. For instance, the sizes of business markets are 

larger than the that of consumer markets, since business markets include various 

business intermediaries. Moreover, business markets tend to deal with far fewer 

buyers than consumer markets do (Ibid). As supported by Marquardt, Golicic and 

Davis (2011), one way to differ business markets from consumer markets is their 

respective target groups. Besides, the competitive strength possessed by B2B 

companies often relies on their products which meet the specific needs of a single 

customer organization (Turnbull, Brennan & Wilson, 1967). In order to develop B2B 

companies’ products and business efficiently and innovatively, B2B companies might 

strengthen their networks regarding to adaption, utilization and information sharing 

(Håkansson & Waluszewski, 2013). Therefore, there is a need to understand the role 

of networks in B2B companies when they expand to international markets (Marquardt 

et al., 2011).   

As one of largest emerging market, China has become an attractive destination for 

foreign business expansion. B2B companies could enjoy a lot of advantages when 

entering the Chinese market, since it is characterized by resource munificence which 

generates unique conditions for international ventures (Yiu, Lau & Bruton, 2007). 

What is worth noticing is that China has a long history of economic closure that 

results in a lack of export- and import culture in the past. Nowadays, the current 

liberalization of the business environment and international business education in 

china might provide support for companies’ internationalization and entrepreneurship 

(Alon, Yeheskel, Lerner & Zhang, 2013). Besides, China has emerged as an economic 

superpower and the issue of import dependence has become more important recently, 

which may have an influence on the willingness of local companies to seek foreign 

supply (Yiu et al., 2007). 

1.2 Problem discussion  
With the growth of the Chinese market, researchers have put much efforts on the 

studies of international business in the Chinese market (Jayaraman, 2010; 

Wickramasinghe & Ordigoni, 2013). For instance, Jayaraman (2010) considers China 

as the factory of the world that could provide raw materials and cheap labor, which 

benefit international manufacture companies. Moreover, Chinese industrial policy has 

contributed greatly to rapid industrialization in China (Wickramasinghe & Ordigoni, 

2013). Although the Chinese market is creating advantages for international 

companies, several studies have identified the risks that firms may face when doing 

business in China. Zhang and Zhou (2013) illustrate that some companies might meet 

the challenges in knowledge exchange due to the underdeveloped legal system in 

China. Thus they need to pay more attention to governance mechanisms regarding to 

knowledge transfer in China. Yu and Ramanathan (2012) also indicate that 

international companies in the Chinese market could face many challenges, such as 

rising operational costs, government regulations and culture differences. Therefore, it 

seems that the Chinese market brings the opportunities as well as challenges for 

foreign companies. As B2B companies have various business intermediaries, the 

diversity of market environment in China would have significant impacts on their 

business (Kotler & Armstrong, 2008). Consequently, in order to achieve better 

performance, international B2B companies who want to expand to the Chinese market 
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should realize the importance of understanding the market environment in China 

(Zhang & Lopez-Pascual, 2013). Previous researches have agreed on that B2B 

companies would be influenced by the market environment in the Chinese market, 

however, the specific impacts of different environmental factors need to be further 

studied. 

In terms of the internationalization process in Chinese market, one of the most 

interesting models in the network theory was proposed by Johanson and Mattsson 

(1988). According to them, a firm’s successful expansion into new international 

market depends on its networks in domestic and international market, which could be 

achieved through international extension, penetration and international integration. 

Based on this model, Chetty and Holm (2000) studied the role of business network in 

the internationalization process of New Zealand firms. The findings of their research 

suggest that business networks can help firms to recognize new opportunities, obtain 

knowledge, learn from experiences and benefit from synergistic effect of pooled 

resources. Chetty and Holm (2000) emphasized the importance of business networks 

when firms internationalize. However, the “networks” that Johanson and Mattsson 

(1988) referred to in their model are not merely constrained to business networks. The 

impacts of social networks need to be further studied by using this model. During the 

process of reviewing relevant literatures, we found limited researches are conducted 

analyzing and comparing the impacts of both business and social networks on 

internationalization process based on Johanson and Mattsson’s (1988) network model. 

Therefore, we identify the gap concerning the lack of researches in exploring the 

impacts of both business and social networks in B2B companies’ internationalization 

process based on the network model proposed by Johanson and Mattsson (1988), 

especially taking the Chinese environmental factors into consideration. We choose to 

use Johanson and Mattsson’s (1988) model in this thesis, because the 

internationalization process of B2B companies is dynamic and tends to change over 

time (Oviatt & McDougall, 1994), and this model includes a dynamic element by 

focusing on network relationships. 

1.3 Purpose and research questions 
The purpose of this study is to explore the importance of environmental factors and 

networks when B2B companies internationalize into the Chinese market. 

To fulfill the purpose, the following two research questions will be addressed:  

1. How do market environmental factors influence B2B companies’ business 

activities in China? 

2. How do networks influence B2B companies’ internationalization process in the 

Chinese market? 

1.4 Outline of the thesis  
Figure 1-1 shows the outline of this thesis. After this introduction chapter, the 

theoretical framework will be presented, followed by the methodology, empirical 

findings, analysis and finally the conclusions. 
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Figure 1-1. Outline of the thesis 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

  

  

Chapter 2: Theoretical Framework  

This chapter discusses the existing literatures regarding to environmental factors and 

networks. Based on these literatures, the analytic model used in this study is proposed. 

Chapter 3: Methodology 

This chapter gives a detailed description of the methodologies adopted in this study. The 

research approach, research strategy, research design and all other work in different stages 

of the research process will be presented for the purpose of this study.  

 

Chapter 4: Empirical Findings 

The purpose of this chapter is to present the empirical findings based on the data collection. 

The empirical data includes the findings regarding to market environment and networks in 

internationalization process identified by three firms: HMS, Absolent and Getinge. 

 

Chapter 5: Analysis 

This chapter starts with the within case analysis, then continue with a cross case analysis. 

Both the within- and cross case analysis will be conducted based on the empirical findings in 

the previous chapter. 

Chapter 6: Conclusions 

In the final chapter, we give answers to the research questions, and present the most 

important findings. Managerial implications, theoretical contributions, limitations as well as 

suggestion for further studies are also proposed in this chapter. 
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2 Theoretical Framework  
 

As mentioned in the research questions, the impacts of environmental factors and 

networks in B2B companies’ internationalization process are the focuses of this thesis. 

In this chapter, we first elaborate on existing literatures with respect to market 

environmental factors in foreign market. Secondly, we review previous literatures 

regarding to networks, in terms of their definitions, types and impacts in 

internationalization process, as well as Johanson and Mattsson’s (1988) network 

model and Guanxi in the Chinese market. Finally, this chapter concludes with an 

analytic model which is used as a guidance to analyze the empirical data. 

   

2.1 Environmental factors  
Scholars have generally reached the agreement that firms’ international business vary 

across markets (Kiss & Danis, 2008; Doole & Lowe, 2012; Shirokova & 

McDougall-Covin, 2012). Therefore, it is vital for firms to possess certain knowledge 

about the environmental factors in target markets for the purpose of reducing 

uncertainty and risks of entering foreign markets (Doole & Lowe, 2012). The SLEPT 

approach could be used to systematically define environmental factors in five 

dimensions: social/cultural, legal, economic, political and technological (Ibid). The 

five dimensions and their relationships are depicted in Figure 2-1 below.  

Figure 1-2. The environmental factors in foreign markets (Source: Doole & Lowe, 

2012, p. 6) 

Social/Cultural factor has immense influences on international marketing 

environment. Social/cultural factor affects customers’ perceptions and patterns of 

buying behavior due to the differences in social conditions, religion and material 

culture (Doole & Lowe, 2012). In terms of international business, the language 

problems, pricing difficulties and culture collisions are very common, especially in 

the beginning (Tayeb, 1998). In order to operate effectively in different markets, firms 

need to have cognition that there may be huge differences in different countries 

(Doole & Lowe, 2012).  

 

  
Environmental 

influences 

Economic 

factor 

 Social/Cultural   

factor 

Legal     
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Political 
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Technological 
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Legal factor is related to the laws and regulations associated with customers and 

business practices (Doole & Lowe, 2012). Legal systems vary in content as well as in 

interpretation. Firms that seek to expand to foreign countries are restricted by laws of 

its home- and host country, which constitute the “rules of the game” for business 

activity (Ibid). The effects of restrictions in business may occur in products or 

operation costs, the chance of enfacement, and employment (Shihata, 1996). Besides, 

legal system is a fast-moving institution (Roland, 2004). Thus, firms should know the 

legal environment in both home and host countries. The legal environment is 

therefore consists of three dimensions: local domestic laws, international laws and 

domestic laws in the home country (Doole & Lowe, 2012).  

Economic factor concerns with the economic developments at three levels: world 

level, regional level and country/market level (Doole & Lowe, 2012). Meanwhile, 

national strength, national growth rate, inflation, and restrictive trade practices are 

normally considered as economic factors that have impact on the business activities 

(Tayeb, 1998). Therefore, firms should learn about countries’ economic policies and 

know where the market’s economic development is heading for (Doole & Lowe, 

2012). By doing this, firms could assess if they could profitably satisfy market 

demand and compete with other firms in the market. The economic environment of 

countries could be divided in to the developed economies, emerging economies and 

less developed economies. Specifically, compared to the developed economic, the 

demand level of emerging economies in products and services is higher which 

indicates the growth opportunities for companies (Ibid).   

Political factor of international marketing includes “any national or international 

political factor that can affect the organization’s operations or its decision-making” 

(Doole & Lowe, 2012, p. 14). Politics is one of the major factors that affect 

international business decisions, particularly with respect to whether to invest and 

how to develop the markets (Ibid). According to Doole and Lowe (2012), political 

environment is the most unstable part of international marketing because firms are 

exposed to various risks that they would not encounter in the home market. These 

political risks are usually caused by unstable political regimes or gradual change of 

regulations. Three types of governments’ actions would constitute potential political 

risk: operational restrictions (e.g. exchange controls), discriminatory restrictions (e.g. 

special taxes and tariffs), and physical actions (e.g. confiscation without any 

compensation) (Ibid). 

Technological factor is not only a main driving force in international marketing, but 

also a key factor for firms that move towards a more global marketplace (Doole & 

Lowe, 2012). The advances in electronic communications enable firms to 

revolutionize the ability to gather data, management control capabilities and 

practicalities of carrying out the business function globally. Other constantly 

developing technologies also facilitate international communication and information 

sharing (Ibid). 

2.2 Network  
Many B2B companies internationalize via their networks and their interactions with 

other firms or individuals lead the parties to build mutual trust, knowledge and respect 

(Doole & Lowe, 2012). According to Zain and Ng (2006), a network is defined as the 

relationship that enables firm to internationalize its business. They further explain the 
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relationship is often established between a firm’s management team or employees and 

customers, suppliers, competitors, government, distributors, bankers, families, friends, 

or any other party.  

2.2.1 Different types of networks 
In a social science context, networks or relationships comprise two fundamental parts: 

actors, which refer to either individuals or a collection of individuals, and social ties 

or bonds (O’Donnell, Gilmore, Cummins & Carson, 2001). Networks are the sources 

of acquiring both immaterial- and material resources held by the other firms 

(Söderqvist, 2011). According to Johannisson (2000), the three main functions of 

networks are social function, resource function and strategic function. Networks have 

a social function when they strengthen entrepreneurs’ confidence or help the firm 

build a solid reputation, credibility and legitimacy. Resource function means that 

networks can trim the entrepreneur’s expertise and enlarge a firm’s resource base. 

Networks also serve a strategic function, because a firm’s vision may change as new 

opportunities could be recognized and developed through networking. 

Various definitions have been developed by scholars to describe networks and 

relationships (Anderson, Håkansson & Johanson, 1994; Holm, Eriksson & Johanson, 

1996; Johanson & Vahlne, 2003; Johanson & Mattsson, 1988; Burt, 1992; Chen & 

Chen, 1998; Ellis, 2011). According to Söderqvist (2011), networks can be classified 

as business networks (also referred to as inter-organizational networks or formal 

networks) and social networks (also referred to as personal networks or informal 

networks). The definitions and general characteristics of business networks and social 

networks are presented below. 

Business networks 

Business network is commonly defined in two different ways in existing literature. 

One definition of business network is a set of two or more interconnected business 

relationships, in which the exchange of relation takes place between collective actors 

(Anderson et al., 1994; Holm et al., 1996; Johanson & Vahlne, 2003). Two or more 

connected relationships can also be connected with other relationships of interests 

both directly and indirectly, which form a larger business network (Anderson et al., 

1994). The second definition of business network more specifically limits “collective 

actors” to customers, suppliers, competitors, distributors and the government 

(Johanson & Mattsson, 1988; Abdul-Aziz & Wong, 2011). Besides, the relationships 

in the business network link one firm with other firms (Johanson & Mattson, 1988; 

Ellis, 2011), and are more of a formal, official and professional character (Söderqvist, 

2011). In this thesis, the working definition of business network is formulated based 

on these two definitions:  

A business network is a set of two or more interconnected business relationships that 

link firms together where the relation exchange is conducted between collective 

actors, which include customers, suppliers, competitors, distributors and the 

government.  

According to Anderson et al. (1994), business networks have primary- and secondary 

functions, which could be characterized based on three essential components: 

activities, actors and resources. The primary functions of business networks refers to 

the direct positive and negative influences on two partner firms’ interaction in their 

business relationships. The interlinked activities are performed by two actors, through 
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which the resource efficiency is increased. The secondary functions concern with the 

indirect positive and negative influences in a relationship, but the relationship is also 

connected to other relationships, which involve more than two actors (Ibid). Thus, 

interaction in business networks is a matter of coordinating activities and resources 

between two or more firms (Holm et al., 1996). This process is time and resource 

demanding, and requires the partners to be committed to the relationship (Johanson & 

Vahlne, 2003). 

Business network is proposed to play a central role in exchanging information and 

acquiring resources (Forsgren, 2002; Söderqvist, 2011; Johanson & Vahlne, 2003). 

Forsgren (2002) states that business networks facilitate the assimilation of tacit 

knowledge, because a firm can learn from other firms without having to go through 

the same experiences. By interacting with other firms in business networks, firms 

gradually learn about each others’ needs, resources, strategies and business contents 

(Johanson & Vahlne, 2003). During this process, firms can not only become more 

familiar and committed to each other, but also become more experienced in 

establishing strong new business networks and connecting them with each other (Ibid). 

When firms know each others’ competencies and come to the phase of sharing 

information, business networks become the sources for ideas to be developed into 

opportunities (Söderqvist, 2011).  

In summary, business networks involve a set of at least two connected business 

relationships which link firms together. The relationships are formal and the 

interaction takes place between collective actors. Generally, it is time and resource 

demanding to establish deep and strong business relationship. However, it is worth the 

efforts since business networks help to exchange information, identify opportunities 

and acquire resources. In the following part, social network is introduced and the 

differences between business- and social network is illustrated. 

Social networks 

Social networks can be defined in different ways (Burt, 1992; Chen & Chen, 1998; 

Ellis, 2011). In a broad context, a social network is a totality of personal connections 

and relationships for the purpose of securing favors in personal or organizational 

action (Burt, 1992; Zhou, Wu & Luo, 2007). It could involve social relationships 

among individuals embedded in a formal structure of business connections, but could 

also be an informal structure of personal connections that are built upon goodwill and 

trust (Zhou et al., 2007). Therefore, it is usually difficult to draw a line between 

business- and social network because one relationship may have the feature of both 

(Söderqvist, 2011). According to Ellis (2011), social networks can also be defined in a 

way that differentiates from business network. Whereas business networks are 

described as a set of relationships that link firms together, social networks refer to the 

sum of relationships that link one person with other person. The actors in social 

networks include families, friends, employees, and acquaintances (Chen & Chen, 

1998; Yli-Renko, Autio & Tontti, 2002). In this thesis, we emphasize more on the 

informal characteristic of social networks in order to distinguish social networks from 

business networks. Therefore, the working definition of social networks in this thesis 

is: 

A social network is a set of informal personal relationships built upon trust or 

goodwill that link individuals together where the relation exchange is conducted 

between actors, which include families, friends, employees and acquaintances. 
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Granovetter (1973) summarizes important features of social networks by introducing 

the theory of strong- and weak ties. The strength of ties is defined by the degree of 

time, emotional intensity, intimacy and reciprocal services involved. According to 

Söderqvist (2011), strong tie is a close relationship built upon actors’ trust, mutual 

respect, commitment, deep knowledge and experience, whereas weak tie is a 

superficial relationship which does not involve strong trust and where the actors do 

not know each other well and have low emotional intensity. Therefore, the social 

networks built upon strong ties need to be maintained with time and effort, and those 

established based on weak ties are characterized by low density and infrequent usage 

(Granovetter, 1973). Strong- and weak ties are beneficial in different contexts 

(Söderqvist, 2011). The contacts provided by strong ties are more easily available, 

more motivated to assist and more trustworthy (Aldrich & Zimmer, 1986). The 

benefit of weak ties is that they offer less redundant information and provide more 

novel information (Granovetter, 1973). As Söderqvist (2011) puts it, weak ties give 

you information, but strong ties help you get something done. 

Scholars have highlighted the importance of social networks in opportunity 

recognition process (Aldrich & Zimmer 1986; Ellis, 2011), resource mobilization 

(Söderqvist, 2011; Sorenson, 2003), and acquiring tacit knowledge (Sorenson, 2003; 

Zhou et al., 2007). Since the opportunities are more often recognized by individuals 

rather than firms, social networks may play a vital role in identifying novel business 

opportunities (Ellis, 2011; Shirokova & McDougall-Covin, 2012). Besides, social 

networks provide rich and trustworthy information, and also facilitate the access to 

resources that may be crucial for firms’ national and international performance (Kiss 

& Danis, 2010). 

In summary, a social network is a set of informal personal relationships, and the 

actors are mostly families, friends, employees and acquaintances. It could either be 

built upon strong ties or weak ties. Weak ties are more useful in acquiring novel 

information, whereas strong ties provide resources and contacts that are more 

trustworthy and available. Social network plays a vital role in opportunity recognition 

process, resource mobilization and obtaining tacit knowledge. 

2.2.2 The impacts of networks in internationalization process 
Various researches have highlighted the importance of networks in firms’ 

internationalization process (Johanson & Mattsson, 1988; Johanson & Vahlne, 2003; 

Söderqvist, 2011; Shirokova & McDougall-Covin, 2012). According to Johanson and 

Mattsson (1988), a firm’s successful expansion into new international market depends 

on its networks in domestic and international market. A firm’s internationalization 

process is more related to network relationships than firm-specific advantages 

(Söderqvist, 2011). Johanson and Vahlne (2003) also suggest that international 

expansion is an outcome of two main processes: the development of existing networks 

and the establishment of new networks with customers or suppliers.  

Several scholars have extensively studied the impacts of business networks in 

internationalization process (Bell, 1995; Chetty & Holm, 2000; Björkman & Forsgren, 

2000; Forsgren, 2000; Johanson & Vahlne, 2003; Zain & Ng, 2006; Ge & Wang, 

2013; Liang, Lu & Wang, 2012). A firm’s business networks with key suppliers for 

example, provide access to different types of resources that could enhance its 

international expansion (Ge & Wang, 2013; Björkman & Forsgren, 2000). Liang et al. 
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(2012) further state that firms could acquire raw material and inputs, business 

information and soft loans by utilizing domestic business networks. The use of 

business networks is also beneficial for acquiring information and knowledge needed 

in the internationalization process (Chetty & Holm, 2000). Being part of a business 

network also enables the firm to learn from other firms (Forsgren, 2002). A firm could 

acquire knowledge by exchanging information with other actors in its business 

networks and by increasing its commitment to the relationships (Chetty & Holm, 

2000). Johanson and Vahlne (2003) see this procedure as a relationship development 

experience, which is extremely useful in learning partner specific things and skills for 

building new relationships. Business networks established with suppliers and clients 

appear influential in the selection of entry mode for small firms (Zain & Ng, 2006). 

Evidence shows that contacts with foreign suppliers could to some extent account for 

why and how firms with such networks go international (Bell, 1995). Through their 

business networks, firms are able to overcome the barriers of new markets, such as 

limited financial and human resources and a lack of specific market knowledge 

(Chetty & Holm, 2000). 

The impacts of social networks in the internationalization process have been studied 

by various scholars (Styles & Ambler, 1994; Ellis & Pecotich ,2001; Zain & Ng, 2006; 

Zhou et al., 2007; Musteen, Francis & Datta, 2010; Ellis, 2011; Ge & Wang, 2013). 

Social networks play an important role in identifying new business opportunities since 

these opportunities are more often perceived by individual entrepreneurs rather than 

by firms (Ellis, 2011). Zhou et al. (2007) suggest that social networks “play the role 

of ‘infomediaries’ in facilitating exchange of the most valuable information” (p. 677). 

Thus awareness of foreign market opportunities could be enhanced (Ge & Wang, 

2013). Similarly, Ellis and Pecotich (2001) found that international opportunities are 

frequently recognized through existing social networks. When internationalize into 

foreign markets full of uncertainty, firms often turn to their known contacts or 

connections to reduce the risks. According to Musteen et al. (2010), firms that seek to 

expand internationally have to depend on social networks because the financial and 

human resources possessed by the firms are usually limited. Through social networks, 

firms could acquire tacit knowledge about the international business practices 

(Sorenson, 2003). This is helpful in broadening the international vision of firms, and 

equipping firms with information of cross-border business operations (Ge & Wang, 

2013). Styles and Ambler (1994) found that firms develop specific competitive 

advantages via social networks by accumulating international knowledge. The trust 

involved in social networks can provide opportunities for firms to enhance legitimacy 

and credibility with others (Zain & Ng, 2006; Ge & Wang, 2013).  

Table 2-1 is a summary of the impacts of business- and social networks on firms’ 

internationalization process discussed above in this section. 

2.2.3 The network approach 
Network relationship building are important in the fast changing, global environment 

(Doole & Lowe, 2012). The firm’s degree of internationalization relates the extent to 

which the firm involves the establishment of relationship in different countries, and 

how important and integrated are those relationship (Johanson & Mattsson, 1993). 

Therefore, in a network perspective, Johanson and Mattsson (1988) explain the 

internationalization is a “cumulative process, in which relationships are continually 

established, maintained, developed, broken and dissolved in order to achieve the 
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objectives of the firm” (p. 292). This can be achieved through: International extension, 

Penetration and International integration (Ibid). 

Table 2-1. The impacts of networks on firms’ internationalization process 

Business networks 

Impacts Researchers 

1.Gain access to resources Björkman & Forsgren (2000), Ge & 

Wang (2013), Liang et al. (2012) 

2.Gain access to information and knowledge Chetty & Holm (2000),  Forsgren (2002) 

3.Gain access to additional relationships Johanson & Vahlne (2003) 

4.Influence entry mode decision Bell (1995), Zain & Ng (2006) 

Social networks 

Impacts Researchers 

1.Identify international opportunities Ellis & Pecotich (2001), Ellis (2011), 

Ge & Wang (2013); Zhou et al. (2007) 

2.Gain access to resources Musteen et al. (2010), 

3.Gain access to information and knowledge Sorenson (2003), Ge & Wang (2013) 

4.Enhance competitive advantages Styles & Ambler (1994) 

5.Obtain initial credibility and legitimacy Zain & Ng (2006), Ge & Wang(2013) 

 

International Extension 

In the network approach, the phase of internationalization process is international 

extension means that a firm enters a foreign market by building network relationships 

in this country that are new to the firm (Johanson & Mattsson, 1988). Similarly, 

Johanson and Vahlne (2003) argue that international extension is conducted from two 

main processes, which are development of existing relationships and the 

establishment of new relationships with customers, distributors, agents or suppliers. 

According to Mudambi and Zahra (2007), the network can be considered as an 

accommodating when firm enters a new market. That is because firm can gain 

information and understanding on new activities on the foreign market by building 

network relationships (Ibid).    

Penetration 

The phase of penetration means firms develop the relationship and increase resource 

commitment in those markets where they already have position (Johanson & Mattsson, 

1988). This is in accordance with Söderqvist (2011) who states that the outcome of 

network is to learn how to increase and develop the networks both on a domestic and 

international market level. For the existing relationship, the important thing is that the 

firm and its partners have common interests or objectives in the future development of 

their resources (Johanson & Vahlne, 2003). They further explain that the firm and 

partner’s interests or objective are taken into considerations when they conduct 

business activities.  

International Integration 

The phase of international integration means that a firm increases the connection and 

co-ordination between networks in different countries (Johanson & Mattsson, 1988). 

Chetty and Holm (2000) state that firms who highly focus on internationalization need 
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to coordinate networks or activities in different markets in order to gain opportunities 

for obtaining external resources. Johanson and Mattsson (1988) therefore argue that 

firms connect and coordinates network in different countries is enjoying a high degree 

of internationalization.  

International extension and penetration promote the international integration. In turn, 

international integration as a part of internationalization process seems to add to the 

traditional extension and penetration concepts (Johanson & Mattsson, 1988). In other 

word, if a company is gaining benefits from a network, this implies that there will be a 

potential for it to build a new relationships (Coviello & Munro, 1995). In addition, 

they further explain that network relationships within internationalization process are 

restructured over time. That is because the fact that the number of network within 

internationalization process is limited caused by a lack of time and resources (Gulati, 

Nohria & Zaheer, 2000). 

2.2.4 Network relationships in the Chinese market 
In terms of networks in China, previous researches have claimed that the system 

comprises of “network capitalism” that “works through the implicit and fluid dynamic 

of relationship” (Boxiot & Child, 1996). China is often portrayed as a ‘‘relational 

society’’ which has major influences on both social and business behaviors (De 

Keijzer, 1992). Within the Chinese business culture, the term for network or 

relationship is “Guanxi”. Guanxi, as a network of multi-lateral relationships, 

comprises families, relatives, friends, classmates, colleagues, acquaintances, or even 

rivals and foes (Zolkiewski & Feng, 2011). Guanxi network involves both exchanging 

favor and affection, however the affection incorporated in Guanxi network is more 

important than its monetary value in social interactions (Wang, 2007). 

Besides, Styles and Ambler (2003) find that Guanxi can be visualized in terms of 

layers of relationships. With trust implicated in the central layers, family relationships 

are paramount. The next layer of relationships is that between relatives, but it based 

on some kind of expectation of some future return. Beyond family ties are outer 

networks of friends and other connections (Ibid). As Wang (2007) states, Guanxi is 

extremely network-specific and it is a particularistic relationship that could not 

generalize to members of other social networks.  

Guanxi in China has its cultural characteristic, and its utilization in business dealings 

can be considered as a strategic response to the unpredictability of government action 

and control. Therefore Guanxi sometimes can substitute for formal institutional 

support (Xin & Pearce, 1996). Styles and Ambler (2003) argue that the building of 

Guanxi is associated with long term considerations, therefore these relationships take 

time to develop. However, Guanxi is difficult to break and the obligations are hard to 

avoid once Guanxi is formed. Thus, the Chinese tend to do things stage by stage, and 

develop relationships slowly (Ibid). 

According to Rauch and Trindade (2002), Guanxi has substantial impacts on bilateral 

trade between countries, especially for the firm who enters the Chinese market. They 

further explain that Guanxi provides market information and referral services, and 

Guanxi also acts as community enforcement of sanctions that may avoid opportunistic 

behaviors. In the context of internationalization, Guanxi with outsiders is a critical 

aspect of the internationalization process, and its workings may be the same with the 
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networking processes inside China, which follow more or less the same rules (Zhou et 

al., 2007).  

2.3 The analytic model 
From the discussion above, figure 2-2 illustrates how existing literatures and collected 

data are used to eventually arrive at conclusions. 

Figure 2-2.The analytic model 

 

In this study, we use the analytic model as a guidance for us to analyze the empirical 

findings through theories. Although five market environmental factors are mentioned 

in the SLEPT model, we only chose four of them which are demonstrated as being 

more relevant in our interviews. These four factors are culture, legal, economic, and 

political factor and their impacts on B2B companies’ business activities in the 

Chinese market will be analyzed. After that, we will look into how business- and 

social network influence companies’ internationalization process respect to 

international extension, penetration and international integration respectively. Thus, 

the result will help us to achieve the purpose of the thesis and thereby answer the two 

research questions, which illustrate the impacts of market environmental factors and 

network on the companies’ internationalization process in the Chinese market. In the 

chapter 3, the method for conducting this research is introduced.  

 

 

 

 

 

 

International 

extension 

Environmental factor 

 social/cultural 

 legal  

 economic 
 political 

 

 Penetration  International 

integration 

Networks 

 Business network 

 Social network 

 

Business activities 

The impacts of environmental factors and networks 



14 

 

3 Methodology 
 

In this chapter, we give a detailed description of the methodologies adopted in this 

study. The research approach, research strategy, research design and all other work 

in different stages of the research process will be presented for the purpose of this 

study. 

 

 

3.1 Research approach 
Deductive- and inductive approach differ in the nature of the relationship between 

theory and research (Bryman & Bell, 2011). Deductive approach is adopted when 

researchers deduce a hypothesis on the basis of the theoretical foundation in a 

particular domain, and then subject the hypothesis to empirical observation. The 

process of gathering data will be driven by the theory and the deducted hypothesis 

(Ibid). By using deductive approach, the purpose is to test theories and therefore 

deductive approach moves from the general to the specific (Elo & Kyngäs, 2008). On 

the contrary, with an inductive approach, “theory is the outcome of research” 

(Bryman & Bell, 2011, p. 13). The inductive approach is recommended when 

previous researches in a certain domain are limited or the knowledge is not developed 

systematically (Elo & Kyngäs, 2008). Researchers first observe particular instances, 

and then reflect on them to reach a general statement. Therefore, inductive approach 

moves from the specific to the general (Ibid). Through the process of induction, 

generalizable inferences could be drawn out of empirical observations (Bryman & 

Bell, 2011).  

However, Bryman and Bell (2011) explains that the distinction between deductive- 

and inductive approach is not a clear-cut issue. Deduction could entail a modicum of 

induction and vice versa. According to Alvesson and Sköldberg (2009), the research 

is  abductive when it includes both deductive- and inductive approach. 

In this thesis, both the deductive- and inductive approach is adopted. We started with 

collecting and reflecting on previous literatures in the fields of environmental factors 

and networks, which serve as “a source of inspiration for the discovery of patterns 

that bring understanding” (Alvesson & Sköldberg, 2009, p. 4). We further collected 

empirical data from different sources based on the theoretical foundations in these 

domains. Even though we do not deduct hypothesis and are not aiming at testing 

theories, the deductive side of this thesis is revealed as we used previous studies as a 

guide for our interview question design and data collection. Nevertheless, the thesis 

draws generalizable results from particular instances, and develops a new model in 

the domain of internationalization from a network perspective. Therefore, this thesis 

also shows its inductive perspective. 

3.2 Research strategy 
Quantitative- and qualitative research are outlined by Bryman and Bell (2011) as two 

research strategies. In a broad concept, quantitative research deals with the collection 

of numerical data and often adopts a deductive approach, whereas qualitative research 
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is more concerned with words instead of numbers, and is usually inductive. Yin (2011) 

argues from a more narrow perspective that the characteristics of the research 

questions determine which strategy should be chosen by the researchers. Quantitative 

research is more useful in providing descriptive answers to research questions such as 

“what happens/has happened”. Qualitative research, on the contrary, concerns more 

with answering explanatory research questions, such as “why/how does/did something 

happen”. 

The two research questions in this thesis are all explanatory, which determine that a 

qualitative research strategy is more relevant: 

1. How do market environmental factors influence B2B companies’ business 

activities in China? 

2. How do networks influence B2B companies’ internationalization process in the 

Chinese market? 

In order to answer these research questions, we chose to use qualitative research. 

Qualitative strategy is more helpful in studying in-depth social phenomena and 

deepening the contextual understanding of social behavior (Bryman & Bell, 2011). 

Since this thesis focuses on B2B companies’ expansion to the Chinese market, which 

could vary greatly in different companies, a qualitative strategy is needed due to the 

importance of contextual elements in this study. Besides, quantitative strategy is not 

in line with our research because it is difficult to measure the impacts of business and 

social networks in numbers by using questionnaires. Moreover, necessary 

explanations need to be given in person to terms such as “business- and social 

networks” and “internationalization process” in order to eliminate misunderstanding. 

Therefore, we believe that qualitative strategy suits this study better. 

3.3 Research design  
A research design provides a framework that clarifies how to collect and analyze the 

data. As one of the key elements of any field of research project, the choice of 

research design reflects decisions regarding to the priority given to a series of 

dimensions in a research process (Bryman & Bell, 2011). In the following part, after 

introducing the choice of research design in this study, the types of the data collected 

and the collection tools as well as the data analysis process will be presented. 

Meanwhile, the reliability and validity of this study will also be examined. 

3.3.1 Case study  
A case study is used to gain a better understanding of the research process, which has 

considerable ability to generate answers to the question ‘why’ as well as ‘what’ and 

‘how’ (Lewis, Thornhill & Saunders, 2012). Furthermore, case study is a very 

common and popular approach for the scientific work particular in business research 

area (Backman, 1988; Eisenhardt & Graebner, 2007). Case study incorporates single-

case and multiple cases. Compared with single-case, the multiple-cases are more 

focused on whether findings can be replicated across cases (Lewis et al., 2012 ). 

Therefore, the structure of collecting data in this study is based on multiple-cases and 

focuses on three companies.  

Our purpose and research questions are regarding to B2B companies’ 

internationalization process in the Chinese market. We conduct the criteria for the 
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companies we chose in order to fulfill the purpose of this study and answer the 

research questions. Firstly, the company has to be one of the B2B companies. 

Secondly, the company should have been operating in the Chinese market for at least 

10 years so that it could go through the three phases and could be analyzed through 

the network model proposed by Johanson and Mattsson (1988). Thirdly, we focus on 

Swedish companies, since we are studying in Sweden and it would be easier to 

conduct the interviews.  

After searching for some information and contacting some companies, we selected 

three companies who fit our criteria. The first company is HMS who is specialized in 

Communication Technology for industrial automation equipment and entered China 

in 2002. The second company is Absolent who provides the filtration equipment for 

industrial applications and entered China in 2003. The third company is Getinge who 

sells the equipment system within Healthcare and life science industry and entered 

China in 1980s. Furthermore, the interviewees in these three companies we chose are 

either responsible for the Chinese market or Asian Pacific and all have strong relevant 

knowledge and experience regarding to the Chinese market. Particularly, one of the 

interviewees is Chinese, therefore could provide local insights on the Chinese market 

and the use of networks. Hence, the interviewees we chose are all suitable for our 

topic. 

3.3.2 Data collection  
Data can be classified into two types: secondary and primary data. Selecting which 

type of data depends on when, how and why it has been collected (Bryman & Bell, 

2011). According to Yin (2011), primary data is originated from a study where 

researchers gathered information to answer the questions of their study. On the other 

hand, secondary data is statistics or elements which already exist (Ibid). In terms of 

this study, both secondary and primary data have been collected in order to better 

fulfill the purpose of the study, which is in accordance with Jacobsen (2002), who 

states that the benefit of combining secondary and primary data is that the two types 

of data can support each other and the results of the research can be strengthened.  

Secondary data 

Almost every study needs to refer to existing sources such as various newspapers, 

annual reports, correspondent or related issues to the research field (Bryman & Bell, 

2011). In order to complete the secondary data and strengthen relevant theories for 

our study, we chose to use the scientific articles, reports and books. When searching 

for these data, we focused on the most important subjects regarding to the impacts of 

network in internationalization process. As Bryman and Bell (2011) suggested, 

several different ways could be used by a researcher to find secondary data, which 

include databases and search engines on the internet, the university library and 

personal networks. Accordingly, the secondary data in this study were conducted 

from the library of Halmstad University (Summon) as well as these databases: Google 

Scholar, ABI Inform, Science Direct and Emerald. The key words we used to 

accurately gather these data were essentially “Internationalization process”, “B2B 

companies”, “Environmental factor”, “Network”, “Network approach”, “Impacts of 

network” and “Chinese market”. We also considered the “age” of article and the 

present accuracy, which is consistent with Lewis et al. (2012) who state that 

researchers should always take the actuality of article into secondary data. As the 
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market environment changes over time, we selected the article and books which are 

mostly in the recent two-decade in order to ensure the accuracy. This study also 

contains a few old articles between 1970s to 1980s, since these articles have shown 

validity and applicability, and provides useful theories. We consider these data to be 

indispensable and helpful in analyzing empirical data and gaining a deeper 

understanding on this topic. 

Primary data 

The data we collected to answer the research questions are mainly primary data. 

According to Lewis et al. (2012), primary data can be collected through interviews, 

questionnaires and observations. Since we want to understand the impacts of 

environmental factors and network in companies’ internationalization process, we 

chose to conduct personal interviews, which is consistent with Yin (2011) who argues 

that interviews would offer a better interpretation and understanding of the particular 

topic or phenomenon. The way of conducting interview we chose is face-to-face 

rather than by phone, since in the face-to-face interview we can see how the 

interviewees react upon the question. The primary data was collected based on three 

interviews with Swedish B2B companies and the interviewees are managers of 

companies who are responsibility for the Chinese market or Asian Pacific.  

There are three types of interviews namely structured, semi-structured and 

unstructured interviews (Denscombe, 2009). The interview guide of this thesis is 

based on open semi-structured questions, since semi-structured interviews allow 

respondents to answer without our influence which might limit the results 

(Denscombe, 2009). When designing the interview guide, we used the information 

gathered from secondary data as an assistance for formulating the questions. We made 

sure that the interview questions formulated are logical and easy to follow, as Bryman 

and Bell (2011) state that researchers should formulate interview questions in an 

appropriate way and avoid being too specific.  

The interview guide is consist of three parts. The first part of interview guide 

collected basic information about the company and the interviewee, which is 

consistent with Bryman and Bell (2011) who mention that the interview questions 

should include both the general kind and specific kind. In the second part of interview 

guide, the focus is on the Chinese market, which contributes to research question 1, 

since this thesis studies how B2B companies’ business activities are influenced by the 

environmental factors in China. The third part of interview guide gathered the 

information about networks, which is the main part of whole interview guide. This 

part of interviews contribute the research question 2 since it considered the 

importance of networks in the Chinese market in the three phases of 

internationalization process based on Johanson and Mattsson’s (1988) network model. 

These phases are “when the firm started to expand to the Chinese market”, “when the 

firm started to develop in the Chinese market” and “when the firm started to integrate 

international markets”.  

Since this thesis conducts research from an international perspective, the language we 

used for interview questions is English. In addition, considering the Chinese market, 

we also prepared an interview guide in Chinese. When interviewing the Swedish 

people, we used English as the communication tool. However, when we conducted 

interview with the manager who is Chinese, we used Chinese to proceed with the 
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interview in order to avoid misunderstanding and dig deeper into the questions. After 

the interview, we further translated the interviewee’s answers into English accurately 

based on the recording. This phenomenon is explained by Bryman and Bell (2011) 

who state that the language in interview should be comprehensible and relevant to 

interviewees. 

During the interview process, in order to make sure that interviewees understand our 

questions, we gave one copy of interview question to each interviewee before the 

interview started. Moreover, we asked each interviewee if we could use the phone to 

record conversation in case we might miss some information from taking notes. This 

behavior is supported by Bryman and Bell (2011) who state that recordings will make 

the process easier and more accurate when researcher transcribes the empirical data. 

According to Yin (2011), the important thing is that respondents should know how 

long the interviews will take so that they can prepare. When we contacted the 

company, we told them that the interview would take for nearly 1 hour which was 

enough to collect data needed in the thesis.    

3.3.3 Data analysis 
The analysis of collected data will be conducted according to the analytic model we 

proposed in section 2.3. The empirical data collected from interviews and secondary 

sources will first be decoded in order to be analyzed. The analysis will focus on two 

parts: the environmental factors and the influences of networks in three phases of 

internationalization.  

When analyzing the empirical data, both within-case analysis and cross-case analysis 

will be used. Ayres, Kavanaugh and Knafl (2003) state that contextually grounded 

and generalizable findings could be recognized by combining within-case data 

analysis techniques with cross-case coding and sorting. By conducting within-case 

analysis, researchers could understand “those aspects of experience that occur…as 

part of the pattern formed by the confluence of meanings within individual accounts” 

(Ayres et al., 2003, P. 873). The cross-case analysis is also necessary, in order to 

uncover the pattern found by comparing the similarities and differences among all 

cases (Ibid). Therefore, this thesis will first analyze each of the three cases and then 

make a comparison among these cases before reaching the generalizable findings. 

3.3.4 Reliability and validity 
When collecting these data, it is important to be critical for the information that would 

influence the outcomes Lewis et al. (2012). Bryman and Bell (2011) state that validity 

and reliability could determine whether the study is conducted in an accurate way. In 

the following part, reliability and validity in this study are discussed.  

Reliability, aiming to minimize the error in the study, refers to whether the results 

from the same investigation can be repeated or not (Yin, 2011). In this thesis, the 

reliability increases when we selected the specific respondents who are responsible 

for the Chinese market or Asian Pacific and have strong relevant knowledge regarding 

to our topic. Furthermore, before analyzing the data, the transcribed documents from 

the interviews were sent to the interviewees so that they could see if something was 

missing, misunderstanding or unclear. Once the accuracy was confirmed by the 

respondents, the analysis process began. However, the reliability might decrease in 

our study as the market environment changes over time, since we also study how the 
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environmental factors influence B2B companies’ business activities. For instance, if 

Chinese policy changes in the future, the company may meet the unpredictable 

challenges or benefits. In general, we believe that if other researchers were to 

investigate the same study, the findings and the conclusions would be similar in a 

certain period of time.  

Validity concerns with whether or not the thing actually measured by the author is the 

same as they intended to measure Lewis et al. (2012). Validity can be classified into 

two aspects: internal and external validity. Internal validity refers to whether or not 

the theoretical framework and operational indicators are in line with each other. 

External validity relates to whether or not the results could be used to generalize 

(Ibid). In our study, we considered the internal validity to be relatively high since the 

framework of theoretical background was brought in the empirical finding as well as 

in the analysis, which provide stronger connection between theories and results. 

Moreover, we stated our research purpose in the interview guide, which makes sure 

those respondents know what kind of answers we want to know and will fit with our 

topic. At the same time, we believe external validity in our study could be high, since 

the study is based on three Swedish B2B companies. This phenomenon is supported 

by Yin (2011) who mentions that the result from multiple-case will be more 

comparable and persuasive.   

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



20 

 

4 Empirical Findings 
 

This chapter presents the empirical findings collected through interviews and 

secondary data, which include the findings regarding to market environment and 

networks in internationalization process identified by three firms: HMS, Absolent and 

Getinge.   

 

 

4.1 HMS Industry Networks 
Introduction of company and interviewee  

HMS Industry Networks (referred to as HMS in the following) located in the 

Halmstad, Sweden. It was established in 1988 and is owned by two founders, Nicolas 

Hassbjer and Staffan Dahlström. The company is specialized in Communication 

Technology for industrial automation equipment, which includes three brands: 

Anybus, IXXAT and Netbiter. Its products range from automation devices such as 

sensors, robots, control system and motors to different industrial network and control 

system. With break-neck speed, HMS is operating in 10 countries and has agents and 

distributors in more than 50 countries now. The subsidiaries of HMS were opened in 

the USA, Japan as well as Germany and the offices of HMS were set up in France, 

Italy and China.  

Jianying Zhao, who is the Sales and Marketing Manager for the Chinese market, has 

been working in HMS Beijing representative office (referred to as “Beijing office” in 

the following) since its establishment in 2005. In the early years, his job was to focus 

on marketing and to provide technical support. In ten years time, with the number of 

employees in Beijing office increased from 2 to 9 due to the growth of market, Zhao 

has become the manager and is now responsible for the entire Chinese market. Zhao 

is also among the first ones to familiarize with new products before they are promoted 

and sold in the market. “10 years of working experiences makes me well acquainted 

with the operation of HMS in the Chinese market” (Personal communication, 23-04-

2015). 

The Chinese market for HMS 

“China is one of the first international markets, and especially the first emerging 

market that HMS approached. How is the market? What are the differences between 

doing business in Sweden and China? HMS needs to find the answers” (Personal 

communication, 23-04-2015). 

Ever since the year 2000, the automation market in China has experienced a meteoric 

growth, which was quite attractive for HMS and many other international companies 

in Europe. Although this is a market with great potential and opportunities, for HMS, 

entering the Chinese market is not an easy task.  

When HMS expanded to many European countries such as Italy and France, it could 

operate through a registered corporate entity such as a subsidiary. In China, however, 

HMS could only choose to operate through a representative office, since according to 

China’s regulations, establishing a subsidiary means relatively more investment and 
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regulations. HMS considered setting up a subsidiary in China, but it was too difficult 

and the representative office was a much easier way to approach the Chinese market. 

However, a representative office is not allowed to conduct transactional business 

operations. Therefore, in the meantime, HMS needs to have agents to sell its products 

in China.  

HMS has two main brands of products, the embedded products and the gateway. In 

most countries, the embedded products are of higher demands, whereas in China, 

gateway products are more popular. “Opening an office that mainly sales gateway 

products was something that HMS never did before” (Personal communication, 23-

04-2015). Zhao explained that the embedded products are mostly welcomed by large 

international equipment manufacturers such as ABB and Rockwell Automation, rather 

than Chinese equipment manufacturers who are not strong enough and well-

developed internationally. However, China has many local machine manufacturers. 

Instead of doing independent research and development, they prefer to use gateway to 

make integrated products for end customers. As a result, gateway products are more 

prevailing in the Chinese market.  

Another challenge HMS met is that the prices of its products are expensive for 

Chinese customers compared with competitors. In highly industrialized countries such 

as Nordic countries, many world leading enterprises would like to pay higher prices to 

buy HMS’s products because HMS is a professional supplier, and they want to 

maintain their competitive advantages rather than reducing costs. However, most 

Chinese firms in this market are grassroots, and they still need to compete and 

increase market shares by slashing prices. “There is a contradiction between HMS 

product position and customer demands in China. It is hard to convince Chinese 

customers to increase competitiveness at the expense of increased costs. It is also in 

the nature of Chinese people to save instead of spending money” (Personal 

communication, 23-04-2015). 

China’s exchange controls also troubled HMS when the firm later wanted to carry out 

the employee incentive stock options plan. The exchange controls policy requires 

every employee to be under supervision and control. “Due to the exchange controls, 

the procedure becomes too complicated and time-consuming. To carry out the plan, 

we need to spend a large amount of money which even exceeds the stock price” 

(Personal communication, 23-04-2015). 

Networks in internationalization process 

Before joining HMS, Zhao worked for an agent that mainly partners with foreign 

manufacturers. At that time, this agent was looking for foreign companies whose 

products met the needs of Chinese customers and who intended to start doing business 

in China. Therefore, Zhao and HMS found each other and started the cooperation in 

2002. “I would not say that I was recruited by HMS, but rather regard it as a process 

of cooperation and negotiation” (Personal communication, 23-04-2015). The 

cooperation was mostly through exports. When an order was generated in China, 

Zhao then sent them to HMS headquarters. Therefore, HMS began to have a few 

businesses in Chinese market. 

During this time, HMS was still a company not familiarized by Chinese customers. 

Without its own Chinese website, it was hard to find more customers in the early 

years. Therefore, HMS focused more on promoting products via industrial websites or 
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channels, aiming to let people learn about HMS’s products and businesses. The 

industrial websites, such as Chinese Supply WEB, could provide companies’ 

information and attract industry insiders. “This is not only a more target-oriented way, 

but also helps HMS to reduce costs that would otherwise be spent on developing and 

maintaining its own website. Once HMS is known and demands are generated, the 

orders would then come fast” (Personal communication, 23-04-2015). 

HMS first approached the Chinese market through cooperating with Chinese agents. 

However, the big issue for HMS was that agents normally merely pay attention on 

short-term profits, whereas HMS is a company with high technical content and 

requires more time to exploit market in the long run. “It will not work in the future if 

we only use agents” (Personal communication, 23-04-2015). Thus, considering 

market potential as well as resources, HMS decided to open Beijing office in 2005. 

Before setting up Beijing office, HMS turned to the organization called Business 

Sweden (used to be known as Swedish Trade Counsel) in order to know policies for 

doing business in China. Business Sweden is a global organization belongs to the 

Swedish government and one of its responsibilities is to help Swedish companies to 

develop in China. Therefore, HMS consulted staffs in Business Sweden to learn about 

the Chinese market. Apart from Business Sweden, the head office of HMS in Sweden 

also consulted its major customers who have been operating in China for years. 

“Their experiences and advices are very important for HMS. We got to know the 

Chinese market through them” (Personal communication, 23-04-2015). 

At the starting phase of Beijing office, Business Sweden in Beijing also assisted it 

with the financial service. According to regulations in China, representative offices 

should deal with the financial affairs. However, at that time, Beijing office had too 

few staffs to do this work. Therefore, Beijing office turned to Business Sweden in 

Beijing for help. “We do the same as many other Swedish SMEs do. Till now, Business 

Sweden in Beijing is still responsible for our financial affairs, because they know the 

characteristics and regulations in the Chinese market, as well as the financial 

management styles of Swedish companies” (Personal communication, 23-04-2015). 

After Beijing office was established, HMS had to find more agents to develop in the 

market. One way is through the relationships with its early customers who have been 

conducting business with HMS for over ten years. “When the office was opened, some 

of our early customers knew that we were looking for partners in China and would 

like to collaborate with us” (Personal communication, 23-04-2015). Another way is 

to get contacts with some companies Beijing office met during later business 

development process who had the same collaboration will as HMS did. HMS also got 

more agents through mergers and acquisitions. HMS once acquired a German 

company called IXXAT, who was also operating in China through agents. When 

IXXAT became part of HMS, its contacts and agents were therefore acquired by HMS. 

These agents could help HMS to develop new products. “Agents are involved more 

intensively in business. Since they can have direct contacts with customers, they are 

likely to find new customer demands” (Personal communication, 23-04-2015). Beijing 

office holds conferences with these agents irregularly so that agents would analyze the 

market and customer demands from different perspectives. “This would encourage 

creativity in operating model and assist me in new product development” (Personal 

communication, 23-04-2015). 
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Since HMS started to develop in the Chinese market, more staffs were needed for the 

business. Apart from those hired through formal recruitment process, some of the 

current employees were introduced through previous staffs as they were friends and 

had similar majors or industrial background. “This informal way of hiring facilitates 

the complex recruitment process and we could get to know more about that employee. 

Besides, it is difficult to know a person simply through one or two interviews” 

(Personal communication, 23-04-2015).  

During the developing process, Beijing office met some challenges with respect to 

regulations and policies. When HMS exported to China, it often met problems with 

the customs. Although it is usually the agents that are responsible for exports, they 

would give feedbacks to Beijing office as well. “In our team, one of my colleague has 

a schoolmate working in Beijing Customs. Therefore, it is much more convenient for 

us to consult that schoolmate when we met some problems. It will take shorter time 

than we did in normal way” (Personal communication, 23-04-2015). Another 

challenge is the complicated process of carrying out employee incentive stock options 

plan. As we mentioned before, this plan is difficult to conduct due to China’s 

exchange controls policy. “I consulted some of my friends who are quite familiar with 

the process, and they told me that Business Sweden is the right organization to turn to. 

It is hard to get to know everything and find the best solution merely through 

company to company relationships and behaviors” (Personal communication, 23-04-

2015). With the help of Business Sweden, the plan finally worked out two years ago. 

As HMS’s products are related with industrial communication, which could be seen 

as a standard set up by those international organizations or companies, HMS has 

managed to develop a very close relationship with those relevant leading 

organizations and companies. They will share the latest information with HMS, so 

that HMS could know what the next step in business is. Rockwell Automation, an 

American company which is the partner of HMS, has built a networking group called 

“The Third Partners”. As HMS is one of its partners, HMS’s Beijing office could also 

join the group and get the contacts. HMS therefore got to know many peers, 

customers and competitors through participating in the activities organized by this 

networking group. “Since the members are all in the same industry and conduct 

similar business activities, this shortens the time needed to make contacts with them” 

(Personal communication, 23-04-2015). 

HMS is now regarded by Zhao as being mature in the Chinese market. For one thing, 

“HMS can now fully understand the Chinese market, for both the Beijing office and 

the headquarters” (Personal communication, 23-04-2015). As Zhao stated, he had 

been in this industry long before he worked for HMS, but it was not until recent years 

did HMS completely understand market segment and characteristics of the Chinese 

market. For another, HMS and its products have now improved market visibility. 

“When people talk about HMS, they will consider it as a professional company 

dealing with industrial networks” (Personal communication, 23-04-2015). Besides, 

Beijing office is now a much more mature team, with the interaction of different 

product lines and strong technical support, as well as the ability of training 

professional staffs. 

Networking in China 

 “Networking is more important when the products of our competitors are similar to 

ours” (Personal communication, 23-04-2015). Compared to other products, HMS’s 
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products depend more on customer demands. As Zhao states, “It is impossible for 

customer to buy our product if they don’t have this need” (Personal communication, 

23-04-2015).  

For HMS, the selling process in China is more like building a trustworthy relationship. 

“The fundamental bases for any customer decisions are that they trust our company, 

sales team and technical quality, or they can see the value from our products” 

(Personal communication, 23-04-2015).  

When talking about the differences between networks in China and Western countries, 

Zhao states that Guanxi is commonly built from social fist and then go business, 

however, HMS’s networks could be also built from business first and then go social. 

HMS often meets trustworthy people or company from different industries through its 

business partners. Doing business with them will generate friendship, which in turn 

result in more cooperation in business. “Therefore, business partners and friends are 

usually interconnected” (Personal communication, 23-04-2015). From this sense, 

Guanxi is similar to networks in Western countries. However, Zhao further 

emphasizes that the personal relationship incorporated in Guanxi might not be 

constrained by the regime or institutional regulations. By utilizing Guanxi 

strategically, companies could achieve the results that might not be done merely 

through operating in the regime. “Guanxi is a very flexible concept that foreigners 

might feel difficult to understand. It’s more like a gray area that should not be simply 

related to ‘corruption’ or ‘bribery’” (Personal communication, 23-04-2015). 

4.2 Absolent AB 
Introduction of company and interviewee 

Absolent AB (referred to as Absolent in the following) was founded in 1993 and is 

located in Lidköping, Sweden. The company is owned by Absolent Group AB, which 

is listed at Nasdaq Stockholm First North. As a prominent and highly competent 

supplier of oil smoke, oil mist and dust filters, Absolent is specialized in filtration 

equipment for industrial applications and also offers expertise in the total application 

of such equipment. Its customers are mainly industrial base including leading 

manufacturers like Alcoa, Bosch, Volkswagen, and Volvo. By a vast network of 

distributors, Absolent is presented in Europe, North and South America and Asia. The 

subsidiaries of Absolent were opened in the US and China. America is its biggest 

market followed by China. 

Mats Persson, who is the business development manager for the Asian market, has 

been working in China for about 11 years. His job is to develop the market, to find the 

new distributors and to train the new distributors and their personnel. He is also 

responsible for getting new deals, sharing information from one market to the other 

market, and improving the business.  

The Chinese market for Absolent 

“No matter we are in which countries or regions, we still do the same thing, because 

we all want clean air…We are doing business in China in the same way as we are 

doing in Europe and America” (Personal communication, 06-05-2015).  

Compared to the American market, the subsidiary in China is more difficult to set up, 

since America and Sweden both are western countries and they are easy to find a 
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good way together. Persson admits the existence of culture differences, but he also 

believes that the Absolent could overcome the difficulties. “We are quite a big team 

that work together in China. We have passion and do things step by step. Therefore 

we believe that everything would be fine” (Personal communication, 06-05-2015). 

Persson stated that the perceptions of the Chinese are Changing. Ten years ago, 

people thought that maintaining clean environment would cost a lot of money, 

whereas today, people consider protecting environment as saving or even making 

money. “Chinese people now care about their country, and they realize that if they 

want to make money, they need to clean the environment” (Personal communication, 

06-05-2015).  

Persson believes that most people in China talk about price more. To deal with this 

issue, Absolent prefers to listen carefully to the customer about what problems they 

need to solve, and then shows the most appropriate products to satisfy customer need. 

Besides, Persson also mentions the importance of finding skilled salesperson and 

utilizing sales techniques. “It’s easier to sell product in China than in Europe at the 

moment” (Personal communication, 06-05-2015). Persson explains that the Chinese 

market has much less competitors and more new factories are coming up rapidly. 

Besides, because the production requirement is standardized, the factory of Absolent 

in China is much similar with those other countries that Absolent operates in. As 

Persson mentioned, the only thing that is different is the language people use in those 

factories.  

Absolent has always been trying to keep out from the political issues in China, but 

rather focusing on helping their customers. The regulations in China are changing fast. 

There used to be no environmental regulations, but today there are plenty of that. 

“That’s the only thing that affect us in business in China” (Personal communication, 

06-05-2015).  

Today, as the Chinese market is growing fast, Absolent is dealing with more and more 

customers. Therefore, Absolent needs to expand its sales team. Persson mentions that 

it’s important to have local sales team because the locals are better salespersons than 

the foreigners.  

China is a very large market for Absolent. “The interesting thing about the China is 

the market is very big, and if the market goes up or down, we don’t care about that 

really, because the market is so big” (Personal communication, 06-05-2015). For 

Absolent, the growth rate in the Chinese market is not the determinate factor for its 

success. Its success is dependent on how many customers it could see, not on the 

growth of the country. 

Although Absolent is growing fast in China, it is still considered as a small company 

by Persson. As he states, what Absolent is focusing right now is to get bigger in size. 

However, Persson believes that in a country like the size of China, Absolent will 

always be a small company that will never be known. “We don’t have to be known 

amongst all the Chinese…The only thing we care about is being known amongst the 

customers” (Personal communication, 06-05-2015).  

 

 



26 

 

Networks in internationalization process 

“We are always looking into the future and seeing where is the next market. We 

always want to investigate the market before the market exists” (Personal 

communication, 06-05-2015). 

Absolent first considered entering the Chinese market about 15 years ago, after it 

established companies in the European and North American market. “But it was too 

early for us, so we investigated the Chinese market about 12 year ago, and started to 

do some small business in China” (Personal communication, 06-05-2015).  

When Absolent first entered the Chinese market, it followed one of its customers SKF, 

an international company and a market leader that has ten factories in China. At that 

time, SKF set up a new plant in the west of Beijing, so Absolent cooperated with SKF 

and went straight into the market. “Since we did good job in the German market, we 

benefited from that when we entered china or elsewhere” (Personal communication, 

06-05-2015). Persson said Absolent follows their customers around the world because 

its customers want the suppliers that they trust and are easy to work with. “They just 

called us, and we came, then we would help each other to find the way. So it is all 

about building network all the time. It never stops. In the beginning you have your 

international contacts and then you go there. You also can know about other 

companies from them” (Personal communication, 06-05-2015). 

Finding the customers and getting the deals are the challenges Absolent met when it 

started in China, so it needed to improve market visibility. However, Absolent does 

not want to be super known in China, but rather be known among their potential and 

best customers. To achieve this, finding the good reference lists is very important. 

“We sale to one customer, and that customer gets some references of other people, 

and then we utilize the customer’s relationships with other customers or potential 

customers. And if we are well known amongst these people, that’s fine with us” 

(Personal communication, 06-05-2015). Exhibitions and trade shows also help 

Absolent a lot in finding good references. With a good website and by demonstrating 

products in shows and exhibitions, people then get to know Absolent. “Many times 

that’s more powerful than joining network community” (Personal communication, 06-

05-2015). 

In 2008, Absolent opened its own sales office in Beijing China. This is a full Absolent 

office that could sale directly to its customers. Today it has developed into Absolent’s 

daughter company in Beijing with its own staffs and sale apartments. In the beginning, 

Absolent rent the space from Business Sweden to run its office. “We used the Swedish 

Trade Council (now known as Business Sweden) and we bought the service from them” 

(Personal communication, 06-05-2015). The general manager of the Beijing daughter 

company is Mrs. Mary Li, whom Absolent found also with the help of Business 

Sweden. “We set our requirements and then they (Business Sweden) advised the 

people. Together with them, we evaluated about five or six people together, and then 

we chose one (Mrs. Li). That was how we started to find people at the beginning” 

(Personal communication, 06-05-2015). 

After setting up the Beijing sales office, Absolent’s head office in Sweden worked 

together with Mrs. Li, and tried to find new business opportunities in new markets 

apart from Beijing. Although the head office provided some supports, all the works 

were done mainly by Mrs. Li. As Persson stated, “This should be done by the locals” 



27 

 

(Personal communication, 06-05-2015). Soon, Shanghai was chosen as a new market. 

Absolent then investigated the industrial size around Shanghai, and approached the 

market through companies in that area. It started by asking around what kind of 

relationships the companies have, and then benefited from those relationships. 

Absolent therefore got useful contacts from factories’ business relations with its 

customers and suppliers. “That’s part of the business today, to build a network based 

on the contacts of your recent customers” (Personal communication, 06-05-2015). 

Therefore, in 2009, Absolent opened its second sales market in China, which is 

located in Shanghai. 

Due to its growth in the Chinese market, Absolent needed to have distributors to 

cover large areas. Absolent prefers to use local distributors with their own networks. 

“Then you gather names, and you build around them. So that’s basically how we did 

it” (Personal communication, 06-05-2015). As Persson stated, most of their 

distributors today have become their own friends.  

Absolent also has their own Chinese sales team, because Persson believes the Chinese 

are better selling in China than Swedish people are. For Absolent, to develop in one 

country, it is important to have sales team located in that country and they have to be 

on the same nationality as the customers. In China, Absolent uses distributors, but 

they are working together with Absolent’s own people in China. 

As the sales group or a group is growing, Absolent need to build up its own sales team. 

When Absolent just started in China, it had only a few people, but now it has 10, and 

Persson estimates that Absolent will have 20 in China the near future. These people 

were split up into several sales districts, but at the mean time, they should work under 

the umbrella of the head office, which is a challenge for Absolent. Therefore, finding 

the right person is important. “We don’t want to have people, just people, we want to 

have good people, generate business, generate big deal, and have good times together. 

That is the challenge” (Personal communication, 06-05-2015). Thus, when finding 

the people, the head office will do the cooperation with the Chinese team. “Because 

the Chinese team they know the best person for the job in the Chinese market” 

(Personal communication, 06-05-2015). 

Now, Absolent is connecting the business development from the head office in 

Sweden with that in China, as well as that in other parts of the world. For Absolent, 

this kind of connection and sharing is important. “The world is not full of countries 

really, the world is full of people in one country, in business ways” (Personal 

communication, 06-05-2015). The networking it does in China now is also based on 

this idea. The Chinese team will do by themselves in their own way, and at the 

meantime, the head office will help them by introducing new leads and new ways 

from outside. For example, the head office will communicate with the Chinese team 

and show them the cases they have done in other countries that might help China as 

well. “If we find the challenge over there and we succeed and then for most countries 

we are working, they will have the information in a few days. So the sharing, that is 

the business development form head office” (Personal communication, 06-05-2015). 

By focusing on business development from the head office, Absolent could not only 

share solutions among different countries, but also share business opportunities 

through networks. “In here, the head office, we know what’s happening around the 

world basically. If we find some good business opportunities for one country that 
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might be useful in another country, of course we’ll share that with distributors in the 

new country” (Personal communication, 06-05-2015).  

Absolent is now satisfied with its networks and performances in the Chinese market, 

but it still would like to increase. “Things are going very well, but we can never settle 

down. We need to improve all the time” (Personal communication, 06-05-2015). 

Absolent is setting a higher target every year. As Persson stated, the future goal for 

Absolent in China is to go bigger, to reach out, to find customers, and to be there. 

Networking in China 

For Absolent, face to face networking is more useful. Although it has tried a few 

times with professional networking companies, it did not generate that much result for 

them. Absolent prefers to do networking in its own way. 

Persson believes there is no clear distinction between social and business networks, 

because for Absolent, many business relationships are social as well. “Doing business 

is all about trust, and trust can only be built if you trust each other. If you do that, you 

become friends with them” (Personal communication, 06-05-2015). Although  

Persson has contacts with customers for only a few times a year, he still regards them 

as friends as they help each other. “We help them to get cleaner environment and save 

money, and they help us by giving us an order” (Personal communication, 06-05-

2015). Persson states that people may distinct between social and business when 

talking, but in reality, there is no clear difference. “You need to be personal if you do 

business on this level” (Personal communication, 06-05-2015). 

Persson admits that the way to do networking and build relationships vary slightly 

from country to country due to the influence of culture. Thus, Persson believes in the 

importance of having local sales people on site. However, the best results, as he states, 

are achieved by mixing, by which Persson means to mix “the best” from the supplier 

with “the best” from the local sales staff. 

As to Guanxi in China, Persson refers to it as the “Chinese touch” (Personal 

communication, 06-05-2015). He states that the Chinese team combines the Chinese 

touch with the regular sales training provided by the head office, and this combination 

may help them get deals done. Persson believes that it is much easier for the locals in 

Beijing and Shanghai office to use Guanxi, as compared to foreigners in the head 

office. The only thing the head office could do, according to Persson, is to act 

trustworthy and supply good quality. “Additionally we should always focus on long 

and stable relationships with the customers” (Personal communication, 06-05-2015). 

4.3 Getinge Infection Control 
Introduction of company and interviewee 

Getinge AB group is a global company, which was founded in Sweden in 1904. The 

company consists of three business areas: Infection Control, Extended Care and 

Medical Systems, which operate respectively under the Getinge, ArjoHuntleigh and 

Maquet brands. The business area of Getinge Infection control (referred to as Getinge 

in the following) is the focus of this study. Today, Getinge is well known worldwide, 

with 36 subsidiaries in six continents and over 230 distributors and partner companies 

in service and sales.   
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Hans Larsson is responsible for the global sales director for life and science business 

within Getinge. He has been working in Getinge for nine years. During these years, he 

was based in Shanghai for three years and moved back to Sweden one year ago. His 

job in China was to lead the Chinese team and provide guidance to achieve better 

performance.  

The Chinese market for Getinge 

“We met the same challenges as all the other companies did. Of course it is different 

to do business in China. As the culture is different, the way you do business is 

different” (Personal communication, 19-05-2015). 

Larsson states that the pharmaceutical industry that Getinge operates in is a very 

divided market where the customers are either looking for domestically produced 

equipment or imported equipment. However, this difference is a lot bigger in China 

than in most part of the world. The split of market which is caused by different 

customer buying behaviors and customer demands result in the challenge of pricing. 

If the customers buy imported equipment, Getinge will have the same competitors as 

they have in other markets in the world. In that case, pricing will be less of an issue as 

Getinge is on the same level as all of its competitors. However, if the customers 

decide to buy locally produced products, then Getinge could not compete at all, since 

the price difference is very big due to the quality difference. Therefore, Getinge is 

now merely focusing on the customers who choose to buy imported products. Larsson 

believes that Getinge’s focus may change in future, when the quality differences in 

China go down and Getinge could start producing locally. However, this process will 

be long since the differences are still huge and changes may not take place fast within 

the pharmaceutical industry. 

In recent years, there are some regulations in China regarding to tax reductions on 

products, or restrictions that say certain products have to be imported and cannot be 

done locally. However, Larsson perceives these regulations as those giving Getinge 

less disadvantages, rather than more advantages. Although lower import tax makes 

the trade obstacles smaller, it does not generate an advantage since all the other 

companies could benefit form it. For Getinge, regulations in China are a lot more of 

obstacles and problems than opportunities. Getinge is the producer of medical devices 

and pressure vessels, both of which are highly regulated in the Chinese market. “The 

registration process is among the longest in the world. It creates an immense time gap 

when you work with medical devices with the latest regulation” (Personal 

communication, 19-05-2015). The complex registration process prevents Getinge 

from bring new products to the Chinese market in a fast way. However, Getinge could 

do nothing except for complying to regulations. “You can’t cheat on the regulations. 

You have to comply. If the regulation changes, you have to comply again” (Personal 

communication, 19-05-2015). For now, Getinge has a local office in China that could 

make sure that Getinge deals with the regulations in the right way. 

The development and growth of China is perceived by Larsson as an opportunity for 

Getinge. With the development of Chinese economy, there is a lot more investments 

into health care to build hospitals and accessible care for a larger part of the Chinese 

population. Larsson also mentions that when China’s GDP was growing slower in the 

last two years, Getinge has experienced a quite dramatic slow down in the business in 

China accordingly. 
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The anti-corruption campaigns carried out by the Chinese government has also 

slowed down Getinge’s business in China. Larsson states that part of Getinge’s 

business works with the hospitals, which are often publically financed in China. After 

the changing of policy where the anti-corruption has been more focused, Getinge’s 

public customers are much more careful and become slower in making business 

decisions. As all the projects seem to be moving slower, Getinge’s business in China 

also has to slow down. 

Getinge used to have some problems dealing with the exchange control policy in 

China. Larsson says that Getinge had difficulties paying its suppliers outside China. 

However, for now, Getinge is able to manage this with the help from its own financial 

department. As long as they have the right documents needed, transferring payment 

would be easy. Larsson believes that to overcome this difficulty Getinge needs to put 

the right people in place in the right competences, and now Getinge is able to do this. 

In the future, Getinge plans to pay more attention to macro-economics in China, since 

the slow down in growth is seen a lot in the Chinese market. Besides, Larsson 

believes that the differences between imported and local made equipment might be 

reduced in the future.  

Networks in internationalization process 

Getinge started to do business in China more than 20 years ago. At that time, this 

company had no own employees and therefore did the business through collaborating 

with different distributors and import companies. These distributors and import 

companies who worked for commission assisted Getinge in entering the Chinese 

market in 1980s. After the establishment of Hongkong office base, Getinge set up its 

own sales company in Shenzhen. Later on, it moved to Shanghai and opened a sales 

office in 1993.  

As China is a big country, it is difficult for Getinge to cover the whole market merely 

with its own direct sale force. Furthermore, as the income per capital for Getinge’s 

products was low and the geographical areas in China were big, the costs of 

distributing the products directly tended to be higher. As a result, Getinge sold its 

products through the collaboration with distributors who have better access to 

potential customers. Using distributors, however, still has its downsides that Getinge 

could not have direct contacts or relations with the customers. Since Getinge was a 

new foreign company and it needed to be known at the beginning, therefore apart 

from using distributors, Getinge also managed to set up direct sales forces in some big 

and prestigious cities.  

With the development of business, Getinge decided to establish a subsidiary in the 

Chinese market. In 2005, Shanghai was chosen as the place to open the subsidiary as 

well as its own manufacture company. Before setting up the subsidiary, Getinge has 

many agents and distributors selling its products in China. Some of the distributors 

did the work well in many parts of China, therefore Getinge decided to continue the 

collaborations. “We have collaborations with these companies before and we are still 

collaborating with them now” (Personal communication, 19-05-2015). 

After the establishment of Shanghai sales office, Getinge could find more business 

opportunities through its direct sales forces and the distributors who were managed by 

Shanghai sales office. Since the staffs are all Chinese, it is easier for them to find the 
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way in China. These Chinese staffs are still keeping touch with the people that they 

have known since college time. They know which company their classmates work for 

and therefore they could collect information about the situation of this industry 

through their college classmates.   

According to Larsson, the most work was done by local Chinese team instead of the 

head office. After setting up the subsidiary in Shanghai, therefore, the way for 

Getinge to increase business was to have good skilled and knowledgeable people 

working in a structured way. The Chinese team also developed more networks 

through their relationships with Chinese customers. Larsson mentions that his task 

was to build the knowledge in the team locally and give them useful guidance when 

he moved from the head office to China. “We tried to build the team which is self-

growing” (Personal communication, 19-05-2015). 

In terms of human resources, one of the ways for Getinge to recruit eligible 

employees was through some websites. However, Larsson finds it is more efficient to 

use the recruiters rather than websites to recruit people in the case of China. “The 

reason lies in the Chinese traditional characteristic that no one is applying for your 

job and is waiting for recruiting companies to contact them” (Personal 

communication, 19-05-2015). As a result, Getinge also develops its own human 

resource apartment that works with different recruiting agencies to provide the types 

of staff that Getinge was looking for. Furthermore, Getinge has approximately 140 

employees in China with a lot of sales managers included. These sales managers 

constantly review these distributors Getinge has. Accordingly, they might change 

some badly performed distributors or might keep those distributor that perform well. 

“Thus, developing business could be a normal business and it is a constant process” 

(Personal communication, 19-05-2015).  

As a global company that has its presence all around the world, Getinge has lots of 

international customers and it could benefit from their resources in other international 

markets. In the pharmaceutical industry, most Chinese companies are owned by 

foreign companies or they have collaboration with multi-national companies. 

Therefore, Getinge could develop better relationships with those multi-national 

companies they have known before, even when these companies are in other 

international market apart from China. In addition, technology transform is applicable 

in China. According to Larsson, some technologies owned or used by these multi-

national companies in elsewhere would be used in China when those companies enter 

the Chinese market. Consequently, Getinge could benefit from them. “As far as I can 

see, these parts of business are very global and we could benefit from the experiences 

outside of China” (Personal communication, 19-05-2015). 

Apart from the relationships outside of China, Getinge could also benefit from the 

relationships it has in China. Larsson discovers that more and more Chinese 

companies are starting to move out of China to other international markets. Hence, 

those Chinese companies who have relationships with Getinge could introduce new 

business opportunities and contacts for Getinge to enter other international markets. 

“That is fairly new in the business I’m working with” (Personal communication, 19-

05-2015). 

When talking about the future for Getinge in China, Larsson believes that Getinge 

will have to face more competitors and the Chinese suppliers will also become better 
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and better. “We have to watch carefully and try to follow how the society and the 

business develops in China” (Personal communication, 19-05-2015). 

Networking in China 

As mentioned by Larsson, when doing business with others you need to trust each 

other. For Getinge, building trust is indispensible when doing business in all parts of 

the world, but it might be more important in China.  

Larsson believes that there is a big difference between networks in Sweden and the 

Guanxi network in China. Larsson has been working in China for three years, and he 

found that all his Chinese colleagues have close family connections, social 

connections, business connections, and connections from schools that all go into the 

same type of network. Whereas in the western world, people have family and friends 

that is social network and then they have business network very separately. “In 

Chinese culture, you don’t differ too much on friend and business” (Personal 

communication, 19-05-2015). Therefore, for Getinge, there is no strict border between 

business and social network when conducting business in China. 

Considering the particularity of networks in China, Larsson admits that it is important 

to spend time and build the relationships with Chinese customers. He further states 

that the building of relations is an essential step before conducting business in China, 

and this is an time-consuming but unavoidable process. 

However, although Larsson could to some extend understand the importance of 

building Guanxi, he points out that it is extremely difficult for a foreigner to build a 

similar type of network. “First of all, it is the language barriers and then of course 

the culture barriers that if you are not really born into the culture, it is very difficult 

to be part of that” (Personal communication, 19-05-2015). Therefore, Getinge uses 

Chinese sales people and Chinese staffs, and takes advantages of their Guanxi. 

Larsson realizes that most of his Chinese staff are keeping in touch with the people 

they knew since they were in university. “They know how to manage the relations, to 

build the relations” (Personal communication, 19-05-2015). Whereas Larsson’s role 

in China was to lead the team and make sure they perform well, the actual customer 

interactions were mostly done by his Chinese colleagues and Chinese staffs. 
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5 Analysis 
 

This chapter starts with the within case analysis, then continues with a cross case 

analysis. Both the within- and cross case analysis are conducted based on the 

empirical findings in the previous chapter, and both are divided into two parts. The 

first part is the analysis of environmental factors in the Chinese market. The second 

part is to analyze the importance of networks in the internationalization process. 

Tables are used in order to demonstrate the results clearly. 

 

 

5.1 Within case analysis 
5.1.1 The case of HMS 

5.1.1.1 Environmental factors in the Chinese market 

Cultural factor 

According to Doole and Lowe (2012), culture/social factor has immense on 

international business. In this case, HMS is aware of the culture factors that lead to 

differences between the Chinese and Nordic market. The findings reveal that many 

customers in highly developed industries countries pay more attention to competitive 

products than the price, whereas in China, most people are more likely to buy low-

price products. This phenomenon is explained by Doole and Lowe (2012), who state 

that culture environment could affect consumers’ buying behavior. In addition, 

Chinese grass root firms tend to compete and increase market shares by slashing 

prices and therefore prefer those suppliers who can help them to reduce the costs. At 

the same time, the price of HMS products is a little expensive for Chinese customers 

compared to other competitors. As a professional supplier, however, HMS seems to 

have no desire to reduce the price and therefore meet a contradiction between HMS 

product position and customer demands in China. This goes in line with the argument 

from Tayed (1998) who argues the pricing difficulties is very common in international 

business due to the difference of culture.  

Legal factor 

As to legal factors, it is obvious that the laws in China affect HMS when it operates in 

the market. HMS chose to set up a representative office rather than a subsidiary in the 

Chinese market, because there are strict rules and regulations for registering an entity 

in China. This is in line with what Doole and Lowe (2012) state that firms expanding 

to foreign countries need to play according to the “rules of the game” when doing 

business. Unlike in European countries, opening a subsidiary in China not only 

requires much more financial investment and human resources, but also means HMS 

will be placed under strong supervision. Since HMS was still at the early phase of 

exploring the Chinese market, establishing a subsidiary was too difficult a task that 

full of uncertainty. Therefore, although HMS approached other European countries 

through subsidiaries, it had to follow the laws in China and find a different way to 

enter Chinese market. The restrictions of laws forced HMS to open representative 

office in order to reduce the operational costs, as suggested by Shihata (1996). 

Besides, since a representative office in China cannot conduct transactional business, 
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HMS need to find agents to sell its products even after it establishes the office, which 

is described as the effects of restrictions in business by Shihata (1996). 

Economic factor 

While discussing about economic factor, it was disclosed that the Chinese economic 

environment has direct impacts on HMS as the automation market in China has 

experienced a meteoric growth since 2000. This is a market with great potential, 

which attracts HMS as well as many other international companies. As described by 

Tayed (1998) and Doole and Lowe (2012), the national growth rate have impact on 

the business, and especially the emerging market have growth opportunities for 

companies. Contrary to most countries, the Chinese market has higher demands for 

the HMS gateway products than embedded products, because Chinese equipment 

manufacturers are not strong enough to develop the embedded product and it fits well 

into Tayed’s (1998) suggestion that national strength normally have impact on the 

business. Furthermore, since China has many local machine manufacturers, they 

would much rather use gateway to make integrated products for end customers. 

Therefore, the Beijing office in China is mainly selling gateway products even if 

HMS never did this in before other counties. From this phenomenon it can be 

revealed that firms should know markets’ direction of development in order to satisfy 

customer in those market, as proposed by Doole and Lowe (2012).  

Political factor 

Regarding to political factors, HMS met some challenges when carrying out the 

employee incentive stock options plan. This is because China reinforces exchange 

controls, which is proposed by Doole and Lowe (2012) as one of the operational 

restrictions that would lead to potential political risks. Zhao stated that because of this 

policy, HMS need to spend a large sum of money to carry out the plan, and the 

process is extremely complicated. This fits with what is argued by Doole and Lowe 

(2012) that politics is one of the factors that affect international business activities, 

particularly with respect to investment and market development. 

5.1.1.2 Networks  

International Extension 

When first approached the Chinese market, HMS was contacted by a Chinese agent 

who mainly partners with foreign manufacturers. Therefore they started the 

cooperation in 2002. This is considered to be international extension, which means 

that firm enters a foreign market by building a new network relationship in this 

market, as proposed by Johanson and Mattsson (1988). Through collaborating with 

this agent that HMS did not know before, HMS began to have a few businesses in the 

Chinese market. Establishing new networks, as HMS did in the beginning, is 

suggested by Johanson and Vahlne (2003) as one of the methods to conduct 

international extension. 

During the early years, HMS mainly did business in China through direct exports. It 

was difficult for HMS to find more customers, since HMS was rarely known and had 

no own website in China. As a result, HMS needed to increase networks that could 

help them deal with this situation. This finding reveals that even if HMS is a 

professional supplier, it still needed to build more networks so that Chinese customers 

could know its products. This phenomenon goes in line with the suggestion from 
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Söderqvist (2011) who mentions a firm’s internationalization process is more related 

to network relationships than firm-specific advantages.  

At that time, HMS’s main task was to promote products by cooperating with Chinese 

industrial websites which could be regarded as business networks according to the 

definition in this thesis. Developing new networks in the new market, as Johanson and 

Mattsson (1988) point out, is important for firm’s successful expansion into this 

market. From these industrial websites, HMS could not only familiarize them with 

Chinese customers, but could also get to know more industry insiders. This fits with 

the study of Anderson et al. (1994) and Ellis (2011), who state that relationships in 

one network could link firms together, therefore form a larger network. 

Due to the long-term interests, the cooperation with agents was not enough for HMS 

to develop its business and therefore it decided to open Beijing office in 2005. To 

achieve this goal, HMS turned to Business Sweden which is a global organization 

owned by Swedish government to help Swedish firms in emerging markets. Business 

Sweden is also seen as business network according to the definition and it provided 

HMS with relevant information regarding to how to conduct business in China. This 

phenomenon is explained by Ge and Wang (2013) and Björkman and Forsgren (2000) 

who state that a firm’s business network provide access to different types of resources 

that could enhance its international expansion. Before consulting Business Sweden, 

HMS did not know the policies and regulations in China. Business Sweden therefore 

helped HMS in acquiring information and knowledge needed in the 

internationalization process, as illustrated by Chetty et al., (2000).  

Furthermore, HMS also benefit from those companies who are HMS’s major 

customers. Those customers have been operating in China for many years and 

therefore could provide essential experiences and advices to HMS. From those 

business networks, HMS could know about the Chinese market, which fits well with 

Forsgren’s (2002) suggestion that business network facilitate the assimilation of tacit 

knowledge.   

At the starting phase of Beijing office, Business Sweden also assisted HMS by 

providing financial services. As described by Johanson and Vahlne (2003), 

international extension also could be conducted from the development of existing 

relationship. At that time, the numbers of staffs in Beijing office were not enough to 

deal with financial affair and therefore HMS turned to Business Sweden for help. This 

is illustrated by Chetty et al., (2002) who state that by using their business network, 

firm could overcome the barriers of new market, such as limited human resources. 

Penetration 

After the establishment of Beijing office, HMS started to increase its investment in 

the market, which includes both finding more agents and developing human resources. 

As suggested by Johanson and Mattsson (1988), this means that HMS entered the 

phase of penetration by increasing resource commitment in a market that the firm has 

already entered. 

During the phase of penetration, HMS developed the networks with agents in 

different ways through already existed business networks. The methods the Beijing 

office used to find more agents were through HMS’s early customers, Beijing office’s 

later acquainted companies and merger and acquisition. These business networks 
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serve as the foundation for HMS to enlarge its resource base, which is illustrated by 

Johannisson (2000) as the resource function of networks. In this case, when HMS 

acquired the Germany company IXXAT, IXXAT’s contacts and agents were also 

acquired by HMS. Besides, the previous contacts with the customers and 

collaborators gave the Beijing office more useful references. This goes in line with the 

statement of Anderson et al. (1994) that connected relationships can lead to a larger 

business network both directly and indirectly. 

Forsgren (2002) illustrates that firms can learn from each other through business 

networks. The Beijing office learned from its agents by holding conferences to 

analyze the market and customer demands together. As Zhao stated, these agents give 

him new ideas for product development. This is because those business networks with 

agents could help firms gain access to resources needed for internationalization (Ge & 

Wang, 2013; Björkman & Forsgren, 2000). The resources HMS gained through these 

agents are information and knowledge, as Zhao says “they (the agents) are likely to 

find new customer demands…This would encourage creativity in operating model” 

(Personal communication, 23-04-2015). These resources are identified by Chetty and 

Holm (2000) as being beneficial for internationalization.  

The important thing for relationships in penetration process, as proposed by Johanson 

and Vahlne (2003), is that firms have common goals or interests for future 

development. This is supported by the quote of Zhao: “Some of our early customers 

knew that we were looking for partners in China and would like to collaborate with us” 

(Personal communication, 23-04-2015). These customers share common interests 

with HMS, and they came to HMS for collaboration once the Beijing office was 

opened. Besides, the Beijing office developed good contacts with companies it later 

met who have the same collaboration will with HMS. Johanson and Vahlne (2003) 

explain this phenomenon as the interests and objectives of all actors are considered 

when they collaborate with each other. 

When recruiting more staffs for the Beijing office, Zhao turned to his social networks 

with his colleagues for the best choice. Zhao’s coworkers in the Beijing office 

recommended their competent friends who have the same professional background. 

The reason firms rely on social networks when they seek to expand internationally, as 

discussed by Musteen et al. (2010), could be that they usually do not possess enough 

human resources. Zain and Ng (2006) and Ge and Wang (2013) all argue that social 

networks is connected by trust, therefore legitimacy and credibility will be enhanced. 

In the case of HMS, since trust is involved, this informal way of recruitment will let 

Zhao know more about the person he is going to work with, which could not be 

achieved merely through interviews. 

Zhao’s social networks also help Beijing office to deal with the challenges it met. As 

one of Zhao’s colleagues has a schoolmate that works in the Beijing customs, it is 

convenient and time-saving to consult that schoolmate through personal relationship 

when Beijing office met problems regarding to import and export. This goes in line 

with the suggestions form Zhou et al. (2007), who state that social networks serve as 

the “infomediaries” that facilitate the exchange of information. Besides, Zhao also 

asked his friends for suggestions and supports when the Beijing office wanted to carry 

out the employee incentive stock options plan. Zhao trusts his friends and listens to 

their advices, which also demonstrates the networks serve a social function to provide 

emotional support (Johannisson, 2000). Furthermore, by consulting his friends who 
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have the experiences and knowledge about the plan before, Zhao could know how to 

carry out the plan in an easier way. This kind of knowledge would be otherwise 

difficult to obtain, which is in accordance with the findings of Sorenson (2003) that  

social networks are beneficial for acquiring tacit knowledge in international business 

practices. This can also be seen from the quote of Zhao: “It is hard to get to know 

everything and find the best solution merely through company to company 

relationships and behaviors” (Personal communication, 23-04-2015). 

International integration  

HMS benefited a lot from its networks in international market. HMS has developed 

good relationships with many leading international organizations and companies, 

because the international standard they set up is the foundation of HMS’s products. 

Hence, HMS could develop products and business based on the information they 

shared with HMS. This fits well with the study of Johanson and Mattsson (1988), who 

argue that international integration is the process that firm increases the connection 

and coordination between networks in different countries. Chetty and Holm (2000) 

also suggest that firms need to coordinate network or activities in different market 

during internationalization. 

Furthermore, HMS joined an international networking group built by Rockwell 

Automation, one of HMS’s international partners. According to Forsgren (2002), 

being a part of a business network enables the firm to learn from other firms. In this 

case, as HMS is one of Rockwell Automation’s partners, Beijing office could easily 

participate in business activities organized by this networking group. From those 

activities, Beijing office could know about many members in this networking group, 

such as peers, customers and competitors. This is strengthened by Johanson and 

Vahlne (2003) who explain that firms could gain access to additional relationship 

through networks. Therefore Beijing office could acquire knowledge in an easier way 

by exchanging information, which is proposed by Chetty and Holm (2000). This is 

supported by the quote of Zhao: “Since the members are all in the same industry and 

conduct similar business activities, this shortens the time needed to make contacts 

with them” (Personal communication, 23-04-2015). 

HMS is now mature in the Chinese market and has been known by Chinese market. 

This could not be achieved without those networks it maintained and established in 

international expansion and penetration. As mentioned by Johanson and Mattsson 

(1988), international extension and penetration promote the international integration. 

Through international extension and penetration process, HMS developed both 

business and social networks that could be used for international integration. For 

example, by maintaining the relationship with Rockwell Automation, HMS could join 

their networking plan, and thus benefit from their international contacts. In turn, 

international integration could also add to the traditional extension and penetration 

concepts (Johanson & Mattsson, 1988). Once Beijing office got new contacts from the 

Rockwell Automation’s international networking group, it might build new 

international relationships and identify novel business opportunities. As a result, HMS 

would expand its network and develop it, which could be seen as a new round of 

international extension and penetration process. This fits well with the argument by 

Johanson and Mattsson (1988) who state that from a network perspective, the 

internationalization is cumulative process in which relationship are continually 

established, maintained and developed in order to achieve the objectives of the firm. 
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Networking in China 

Söderqvist (2011) points out that sometimes it is difficult to distinguish business- and 

social networks, because the features of both networks may show in one relationship. 

This is illustrated through the case of HMS, since Zhao met business partners first and 

became friends with them, and their friendship in turn generate more business for 

HMS. Zhao further strengthens it as he says “…business partners and friends are 

usually interconnected” (Personal communication, 23-04-2015). 

For HMS, it is important to build trustworthy relationship with customers in the 

Chinese market. Although trust plays a central part in social networks (Kiss & Danis, 

2010; Ge & Wang, 2013), it is very likely that trust is also important for business 

networks in China. The quote from Zhao further illustrates this point: “The 

fundamental bases for any customer decisions are that they trust our company, sales 

team and technical quality, or they can see the value from our products”(Personal 

communication, 23-04-2015).  

As to the differences between networks in China and Western countries, Zhao 

mentions that the two share similar features, but having Guanxi in China also means 

that one has personal relationships that might be utilized beyond institutional 

regulations. Xin and Pearce (1996) explain this as Guanxi sometimes can substitute 

for formal institutional support. Zhao further states that it is difficult for foreigners to 

proceed with Guanxi. This might because Guanxi could not be generalized to 

members of other social networks.  

5.1.2 The case of Absolent 

5.1.2.1 Environmental factors in the Chinese market 

Cultural factor 

It is important for firms operating in international market to realize the existence of 

culture differences, as suggested by Doole and Lowe (2012). Persson states that 

Absolent has identified the differences in culture between western countries and 

China, but things are changing in China as well. One of the changes is Chinese 

people’s perception about protecting environment. Unlike ten years ago, the Chinese 

now realize that protecting environment is beneficial for both their lives and business. 

As Absolent sells products that help to keep the environment clean, this means that 

the Chinese market is providing more opportunities for Absolent. This finding 

illustrates that customers’ perceptions could be affected by cultural environment, and 

the cultural environment would influence the marketing environment (Doole & Lowe, 

2012). 

Tayeb (1998) states that language problems and pricing difficulties are very common 

challenges for international business in the beginning. For Absolent, the products and 

factories are standardized, and the only difference between factories in different 

countries is the language. As for price, Persson believes that Chinese people care 

more about price. Despite that, Absolent is confident about its products since they 

could satisfy the needs of customers and have good sales person. 

Legal factor 

When discussing legal factor, Persson explains that the regulations in China is 

changing fast. In the beginning, it seems that Absolent did not face with much 
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regulations regarding to environment, but today there are more environmental 

regulations. As described by Roland (2004), the legal system is a fast-moving 

institution. As Absolent is specialized in filtration equipment for industrial 

applications, the environmental regulations would influence its business. This goes in 

line with the suggestion from Doole and Lowe (2012) who state that firms that seek to 

expand to foreign countries are affected by laws of host country, which constitute the 

“rules of the game” for business activity. This is supported by Persson’s quote as well, 

“That’s the only thing that affect us in business in China” (Personal communication, 

06-05-2015). 

Economic factor 

According to Persson, selling products in China is easier compared to in Europe at 

this time. He further explains that the Chinese market not only has much less 

competitors, but also has more new factories coming up rapidly now. This empirical 

finding fits well with the argument from Doole and Lowe (2012) who state that the 

demand level of emerging economies in products is higher than that of developed 

economies, which indicates that emerging economies have relatively high growth 

opportunities for companies.  

Tayeb (1998) refers to national growth rate as one of the components of economic 

environment, which has an impact on the international business. However, to some 

degree, this argument of Tayeb (1998) goes in conflict with the quote of Persson 

when referring to countries’ size: “The interesting thing about the China is the market 

is very big, and if the market goes up or down, we don’t care about that really, 

because the market is so big” (Personal communication, 06-05-2015). Absolent has 

developed a fixed customer base by focusing on its target market. Consequently, it is 

the customers not the growth rate that is important for Absolent’s success. Persson 

believes that in a country like the size of China, Absolent will always be considered as 

a small company even if Absolent is growing fast in China.  

Political factor 

As to political factor, Doole and Lowe (2012) argue that politics is one of the major 

factors that affect international business decisions, particularly with respect to 

whether to invest and how to develop markets. In the case of Absolent, however, it is 

not obvious that political issue has been influencing the business in China. As Persson 

says, Absolent has always been trying to keep out from the political issues in China, 

but rather focusing on helping their customers. 

5.1.2.2 Networks 

International extension 

Absolent has considered and investigated the Chinese market long before it truly 

entered the market. It eventually entered China because of its network with SKF, one 

of its customers with whom it have cooperated in the German market before. Persson 

states that Absolent simply followed SKF when SKF opened a new factory in Beijing. 

From the perspective of Zain and Ng (2006), this is because business networks could 

affect the entry mode for small firms. Persson further strengthens this by saying: 

“They just called us, and we came, then we would help each other to find the way. So 

it is all about building network all the time. It never stops” (Personal communication, 

06-05-2015). Hence, Absolent conducted international extension through the 
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development of existing networks, as one of the methods suggested by Johanson and 

Vahlne (2003).  

Absolent’s relationships with its customers helped it to develop more new contacts, 

which also goes in line with the finding of Anderson et al. (1994) that the connected 

relationship could result in an even larger network. Through the trade shows, 

exhibitions and its early customers, Absolent could get good reference lists, therefore 

earned its reputation among Chinese customers. Building these new networks, as 

suggested by Johanson and Vahlne (2003), is another method to conduct international 

extension. 

Persson states that customers need Absolent because they want a trustworthy supplier. 

As a result, for Absolent, the reason it followed the customers around the world is to 

meet their demands. This process is also considered by Absolent as a way of helping 

each other. Therefore, Absolent entered China by grapping the opportunity given by 

SKF, which is to cooperate with SKF’s new factory in China. As Söderqvist (2011) 

points out, internationalization process is more related with network relationships than 

firm-specific advantages. This is further strengthened by the quotes of Persson: “They 

just called us, and we came, then we would help each other to find the way. So it is all 

about building network all the time. It never stops” (Personal communication, 06-05-

2015). 

As Mudambi and Zahra (2007) suggest, in international extension process, by 

building networks, companies could gain information and understanding about the 

activities in the market. Through its business network with SKF, Absolent identified 

new business opportunities, as well as new partners. Besides, Persson states that 

Absolent utilizes the relationship with current customers to find more potential 

customers. Absolent and other companies’ interaction, as referred to by Holm et al. 

(1996), is a way of coordinating activities and resources in business networks. 

Björkman and Forsgren (2000) also explain this as business networks assist 

companies in acquiring resources needed for international expansion. 

When Absolent opened its first office in Beijing China, Absolent started to truly have 

a presence in the market. However, since it did not possess enough local knowledge 

about the Chinese market, it had to turn to Business Sweden for help. As Business 

Sweden has knowledge about both Sweden and China, Absolent bought service from 

them. As a result, Business Sweden provided Absolent with material resources, such 

as the place, and also immaterial resources, such as the human resources and 

information. This is in accordance with the statement of Söderqvist (2011) that 

networks are the sources of acquiring both material and immaterial resources held by 

other firms. Besides, this also illustrates the statement of Chetty and Holm (2000) that 

business networks assist Absolent in overcoming the difficulties in new market, 

especially regarding to limits in human resources and specific market knowledge. 

Penetration  

After the establishment of Beijing sales office, Absolent tried to find new business 

opportunities in Chinese markets apart from Beijing. To fulfill this purpose, Absolent 

needed to contact and develop more relationships. These findings reveal that the 

phase Absolent was in, as explained by Johanson and Mattsson (1988), is penetration 

which means the firm develop its relationships in those markets where the firm 

already has a position. 
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When expanding its business to a new city, Absolent was assisted by a local employee. 

As a Chinese, Mrs. Li is more familiar with the Chinese market than foreigners do 

and could provide more useful information. Therefore, Mrs. Li mainly did the work of 

exploring new markets together with Persson’s boss in the head office. According to 

the definition used in this thesis, this could be seen as a social network, since social 

network refers to personal relationships including the ones with employees. This goes 

in line with the suggestions from Ellis (2011) and Shirokova and McDougall-Covin 

(2012), social networks may play a vital role in identifying novel business 

opportunities. Later on, Shanghai was chosen as a new business area in the Chinese 

market. Absolent then started to investigate this area and attempted to approach 

companies in this area. Those companies could be a benefit for Absolent, since those 

companies have their own relationships that could become useful contacts for 

Absolent as well. This phenomenon is illuminated by Johanson and Mattson (1998) 

and Ellis (2011) as that the relationships in business networks link firms together.  

Since Absolent was growing quickly in the Chinese market, it needed more local 

distributors to cover large area. As mentioned by Persson, most of these distributors 

today have become their own friends. Accordingly, Zhou et al., (2007) explain that 

social relationships among individuals could be embedded in a formal structure of 

business connections.  

Persson believes that it is important to have sales team located in the country and they 

have to be of the same nationality as the customers. Also, these distributors Absolent 

used were working together with its own staffs in China. As argued by Johanson and 

Mattsson (1988), a firm’s successful expansion into new international market depends 

on its networks in domestic and international market. Furthermore, when expanding 

its sales team, Absolent faced the challenge of finding the right people who who could 

generate business and are easy to work with. Therefore, Absolent turned to its 

Chinese team for help since they have more resources in China.  

International integration 

Absolent has already realized the importance of connecting business and networks 

around the world. According to quote of Persson: “The world is not full of countries 

really. The world is full of people in one country, in business ways” (Personal 

communication, 06-05-2015). This process of international integration, as suggested 

by Johanson and Mattsson (1988), is one necessary part in firm’s internationalization. 

During international integration process, it is crucial for firms to connect and 

coordinate networks in different markets (Johanson & Mattsson, 1988). Absolent 

develops its networks in China through two ways. On one hand, the Chinese team 

could do the networking by themselves. On the other hand, the head office would 

introduce good contacts in other markets to China. Thus, Absolent connects the 

networks in different countries together.  

The international integration could bring great benefits for firms, such as those 

suggested by Chetty and Holm (2000). By communicating with the Chinese team, 

Absolent’s head office in Sweden serves the role of coordinating business and sharing 

information. When it identifies new business opportunities in one market, it would 

share this information with distributors in other markets as well. Similarly, through 

integration, Absolent could also share solutions to the problems they met with 

different countries. These findings demonstrate that companies could have access to 
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external resources through coordinating networks and activities in international 

market (Chetty & Holm, 2000). This is further demonstrated by the quote of Persson: 

“In here, the head office, we know what’s happening around the world basically…So 

the sharing, that is the business development form head office” (Personal 

communication, 06-05-2015). 

As demonstrated by Coviello and Munro (1995), the network relationship is 

constantly restructured during internationalization. Through international integration, 

the Chinese team established new networks, and the head office also developed its 

existing networks in other markets. Therefore, integration is beneficial for 

international extension and penetration process (Johanson & Mattsson, 1988). 

Johanson and Mattsson (1988) also state that integration is the result of international 

extension and penetration. Absolent has been maintaining and developing networks in 

the Chinese market, and it continues to increase its involvement in the market. 

Consequently, this enables Absolent to acquire more international networks that could 

help it to proceed with integration. 

Networking in China 

Absolent’s networking in China differs slightly from that in other markets due to its 

culture, therefore it is very important for Absolent to have Chinese people in the sales 

team in China. Persson refers to the Guanxi in China as the “Chinese touch” 

(Personal communication, 06-05-2015). He believes that it is much easier for 

Absolent’s Chinese team to utilize the Chinese touch than the foreigners. This is 

because Guanxi takes time to develop (Styles & Ambler, 2003) and this type of 

network is highly limited to the insiders (Wang, 2007). Besides, local sales team get 

deals through combining its Guanxi network with Absolent’s sales techniques. As 

stated by Zhou et al. (2007), Guanxi is critical for firm’s internationalization into 

China. Rauch and Trindade (2002) also argue that Guanxi provides firms with market 

information and referral services. 

The business- and social networks are not completely different from one another. 

Persson says that when they conduct business with customers, they also become 

friends with them. Besides, many of its distributors now form good friendship with 

Absolent as well. As stated by Persson: “You need to be personal if you do business 

on this level” (Personal communication, 06-05-2015). Consequently, the relationships 

with customers and distributors demonstrate both the characteristics of business and 

social network, which fits well with the finding of Söderqvist (2011).  

Absolent is focusing very much on building trust when developing relationships with 

customers in China. As illustrated by Persson: “Doing business is all about trust, and 

trust can only be built if you trust each other” (Personal communication, 06-05-2015). 

Styles and Ambler (2003) argue that trust is implicit in the central of Guanxi and the 

Chinese people prefer to develop relationships slowly and do things stage by stage. 

This may also explain why Absolent chose to do networking face to face, rather than 

through networking companies. 
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5.1.3 The case of Getinge 

5.1.3.1 Environmental factors in the Chinese market 

Cultural factor 

Getinge has realized the existence of culture differences in the Chinese market, and 

therefore acts differently in order to fit in the market, which is suggested by Doole 

and Lowe (2012) as the prerequisite of operating effectively in the chosen market. 

The differences in social conditions could lead to the differences in buying behaviors 

(Ibid). As demonstrated in this case, the Chinese market for pharmaceutical industry 

is completely split into two segments. The polarization between buying imported and 

domestically made products is more serious in China than in other markets.  

The differences in buying behaviors also leads to the difficulty in pricing, which is 

proposed by Tayeb (1998) as one of the common challenges companies could meet in 

the beginning. To deal with this, Getinge decides to focus on where the potential 

market is, and to abandon the part of customers who only buy locally produced 

products until the market conditions change. 

Legal factor  

Getinge has been greatly influenced by the regulations in China. Most regulations 

impose restrictions on product quality and registration process. For example, China 

has strong regulations regarding to the production and registration process of medical 

devices, which prevent Getinge from approaching the market in a fast way. As 

supported by Shihata (1996), the restrictions in regulations may influence the 

production and operation costs. 

Doole and Lowe (2012) suggest that companies operating in international market are 

restricted by laws in both home and host country, and have to follow the rules when 

conducting business activities. Similarly, in the case of Getinge, Larsson admits that 

Getinge could do nothing except for obeying the regulations, since cheating on 

regulations is against the law. However, the regulations in China are changing fast, as 

proposed by Roland (2004). If the regulation changes, Getinge has to comply to it 

again. Therefore, Getinge turned to its Chinese office to deal with the regulation 

affairs. 

Economic factor 

According to Tayeb (1998), economic environment such as national strength and 

national growth rate could influence companies’ business activities. In this case, with 

the enhancement of China’s national strength, China is focusing more and more on 

providing better health care and welfare to its citizens. As Getinge works with many 

hospitals within health care and pharmaceutical industry, this could be perceived as an 

opportunity for its business in China. Furthermore, Larsson states that Getinge 

experienced a dramatic slow down in business the last two years when the GDP in 

China was growing a lot slower. This illustrates that firms’ business could be 

influenced by the national growth rate (Tayeb, 1998). 

Doole and Lowe (2012) argue that firms not only should learn about economic 

policies in target country, but also should know where the market is heading for, in 

order to be competitive and satisfy market demands. As identified by Larsson, the 

Chinese market will see a smaller difference between imported and locally produced 
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equipment. Besides, Getinge would keep an eye on the macro-economics in China so 

as to identify new opportunities and follow the market. 

Political factor 

When discussing political factors, Larsson explains that the anti-corruption campaigns 

carried out by the Chinese government has slowed down Getinge’s business in China. 

As stated by Doole and Lowe (2012), national political factors could affect the 

organization’s operations. After the changing of policy regarding to anti-corruption, it 

seems that Getinge’s public customers pay more attention on the business decision 

making. As a result, all the publically financed projects tended to move slower. Doole 

and Lowe (2012) further explain that politics is one of the major factors that influence 

international business decisions. 

As a global company, Getinge used to have difficulties in paying its suppliers outside 

China due to the Chinese exchange control policy. Accordingly, Doole and Lowe 

(2012) regard exchange controls as one of governments’ actions that would constitute 

potential political risks, which could in turn affect international business as well. 

However, the currency exchange is not a big issue today, since Getinge is able to deal 

with it through its financial department. 

5.1.3.2 Networks 

International extension  

In 1980s, Getinge first entered the Chinese market by cooperating with different 

distributors. This phase Getinge was in could be seen as international extension when 

the firm enters a foreign market through building network relationship in this country 

that are new to this firm (Johanson & Mattsson, 1988).  

With the assistance of these distributors and other import companies, Getinge could 

cope with the problem regarding to its lack of employees in the beginning. This goes 

in line with the finding of Chetty and Holm (2000) that the business network could 

help firms to overcome the barriers of new markets, such as limited human resources. 

Furthermore, through these distributors, Getinge set up its sales office in Shenzhen 

first, then moved to Shanghai and opened sales office in 1993. The phenomenon is 

supported by Johanson and Mattsson (1988) who explain that the networks in a new 

market are crucial for a firm’s successful expansion into this market.   

At that time, Getinge met a challenge that it was difficult to cover the whole market 

merely with its own direct sale force, since China is a big country. Also because of 

this, it would be expensive for Getinge to distribute the products directly. Therefore, 

Getinge sold its product through distributors. These distributors on one hand help 

Getinge to reduce the costs, on the other hand provide Getinge with contacts of 

potential customers. As suggested by Ge and Wang (2013) and Björkman and 

Forsgren (2000), business network could provide different types of resources that 

could enhance its international expansion. It could also result in a larger business 

network (Anderson et al., 1994). However, the significant issue for using distributors 

was that Getinge could not have direct contacts or relationship with its customers. 

This phenomenon could be illustrated by the primary functions of business networks 

that have direct positive and negative influences on two partner firms’ interaction in 

their business relationships (Anderson et al., 1994) 
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In 2005, as the business was growing, Getinge set up the subsidiary and its own 

manufacture company in Shanghai. Its earlier distributors contributed to this process. 

As a result, Getinge decided to continue its collaboration with some of the distributors 

who performed well in many parts of China. By interacting with those distributors, 

Getinge could become more familiar with and committed to the relationship, as 

described by Johanson and Vahlne (2003).  

Penetration 

The establishment of Shanghai sales office represents that Getinge already has its 

presence in China, and could start to penetrate the market by developing its networks 

and increasing resource investment (Johanson & Mattsson, 1988). 

Larsson states that Getinge could gain access to new business opportunities through 

the relationships with both distributors and its Chinese staffs in Shanghai. This is 

supported by Forsgren (2002), who argues that business network plays a central role 

in exchanging information. Apart from its business networks with distributors, 

Getinge also benefited from its Chinese staffs’ social relationships with their 

classmates that they have been developing since college time. Larsson mentions that it 

is easier for local people to sell products in China. The Chinese staffs’ social networks 

help them to collect useful information about the industry Getinge operates in. This is 

suggested by Ellis and Pecotich (2001) that firms could take advantages of existing 

social networks, which might play a crucial role in recognizing novel business 

opportunities. Kiss and Danis (2010) further illuminate that social networks could 

provide trustworthy information, which might also facilitate firms’ access to other 

resources and contribute to its international performance. Furthermore, Getinge also 

utilized its Chinese team to acquire more networks through already-established 

networks with customers. This is in accordance with the findings of Anderson et al. 

(1994) that companies’ business relationship could lead to an even larger business 

network. 

Larsson places the importance in finding skillful and knowledgeable staffs working in 

a well-organized way to increase business. He further emphasizes that Getinge plans 

to build a self-growing team in China. To achieve this, Getinge invested in its human 

resource department to develop business networks with different recruiting agencies. 

Apart from the recruiters, Getinge also utilized websites to recruit online. These 

business networks assist Getinge in acquiring human resources needed for market 

development, as explained by Chetty and Holm (2000).  

In order to make sure that Getinge’s collaboration with distributors goes towards the 

right direction, sales managers will constantly review the performance of distributors. 

As stated by Johanson and Vahlne (2003), firms could learn more about their 

collaborators’ needs, strategies and abilities in business networks by interacting with 

them. Similarly, Getinge gradually learns which distributor is suitable for Getinge’s 

business development and therefore further develops their relationship. Through this 

process, Getinge could be more familiar and committed to each other, and become 

more experienced in maintaining its networks with them (Johanson & Vahlne, 2003). 

However, this process might not be gone through quickly, as mentioned by Larsson 

that business development is a constant process. Johanson and Mattson (1988) 

propose similar idea that internationalization is a cumulative process, and firms would 

keep establishing, maintaining, developing, breaking and dissolving their 

relationships in order to achieve their goals. 
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International integration  

According to Johanson and Mattsson (1988), firms perform international integration 

by developing the connection and coordination with their networks in different 

countries. As a global company with its presence all around the world, Getinge has 

built the relationships with a lot of international customers. These relationships could 

provide Getinge the benefit in both Chinese market and other international markets.  

Most pharmaceutical companies in China partner with multi-national companies. 

When Getinge develops business relationships with those Chinese companies, it could 

also have the chance to benefit from their partners’ international networks. Through 

their networks, Getinge could acquire knowledge by exchanging information in 

different international markets, as explained by Chetty and Holm (2000). Furthermore, 

when those multi-national companies enter the Chinese market, they might bring 

some technologies that they own or use elsewhere. Getinge could also take 

advanatages of the technology transform and learn from those multi-national 

companies. As illuminated by Forsgren (2002), business networks provide firms with 

the opportunity to learn from others, and facilitate the assimilation of tacit knowledge. 

Besides, it might be difficult for Getinge to acquire the technologies without its 

business networks. Accordingly, a firm’s business networks play a central role in 

acquiring resources that could improve its international business (Ge & Wang, 2013). 

Larsson mentions that Getinge could also benefit from their networks in China with 

respect to identifying the business opportunities in other international markets. As 

more and more Chinese companies start to move out of China and internationalize 

into different global markets, their relationships with Getinge could provide it with 

information and contacts in those international market. This is in accordance with the 

statement of Chetty and Holm (2000) that firms could gain opportunities for obtaining 

external resources by coordinating their networks or activities in different markets. 

Johanson and Mattsson (1988) suggest that integration is the result of international 

extension and penetration. In this case, during the process of international extension 

and penetration, Getinge has been maintaining and developing the relationship with 

its Chinese customers. Therefore, when those companies enter other international 

market outside China, Getinge could gain new information and international contacts 

from them through the process of integration. 

Further, as demonstrated by Johanson and Mattsson (1988), international integration 

could also contributes to international extension and penetration. If Getinge obtains 

the new international opportunities from those Chinese companies, they might start 

the process of international extension and penetration in the new market by increasing 

the relationships with them. As suggested by Johanson and Mattsson (1988), 

internationalization is a cumulative process and the relationship will be built and 

reconstructed over and over again. 

Networking in China 

Larsson mentions that building trust might be more important in the Chinese market. 

As illuminated by Styles and Ambler (2003), trust is embedded in the central layer of 

Guanxi. Wang (2007) further states that Guanxi is a special network that emphasizes 

more on affection rather than the monetary value incorporated in the network. 
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It is difficult to completely distinguish business networks from social networks, as 

advocated by Söderqvist (2011) that the two types of networks share some common 

features. Larsson believes that Guanxi is different from western networks because it is 

a wide and complex mixture of different types of relationships. As defined by 

Zolkiewski and Feng (2011), Guanxi contains multi-lateral relationships which 

include families, relatives, friends, classmates, colleagues, acquaintances, or even 

rivals and ‘foes’. This is further illustrated by the quote from Larsson: “In Chinese 

culture, you don’t differ too much on friend and business” (Personal communication, 

19-05-2015). 

Larsson has to spend a lot of time with his Chinese customers in order to build 

relationship with them. Besides, his Chinese staffs have been maintaining and 

developing Guanxi ever since they were in university. This is consistent with the 

findings of Styles and Ambler (2003) that Guanxi takes longer time to develop, 

therefore the Chinese tend to develop the relationships slowly. Larsson also agrees 

that building the relationships with the customers is time-consuming, but this is an 

indispensible step for conducting business in China. 

Wang (2007) states that Guanxi is a particularistic relationship, and is extremely 

network-specific, therefore it is difficult for outsiders to get involved in this type of 

network. This is proved by Larsson’s experience that he felt difficult as a foreigner to 

build Guanxi or a similar type of network in China due to the language barriers and 

culture barriers. Therefore, he chose to step back and let his Chinese staffs handle 

Guanxi in business interactions, because “they know how to manage the relations, to 

build the relations” (Personal communication, 19-05-2015). Accordingly, Getinge 

could take advantages of their staffs’ Guanxi, since it provides market information 

(Rauch & Trindade, 2002). These findings reveal that Guanxi in the Chinese market is 

an important aspect of internationalization process (Zhou et al., 2007).  

5.2 Cross case analysis 
5.2.1 Environmental factors in the Chinese market 
Table 5-1 is an overview of the cross-analysis of how environmental factors influence 

the three companies’ business activities in China. 

Cultural factor 

All of the three companies have been influenced by the culture environment in China 

and they have all encountered pricing difficulties in the beginning (Tayeb, 1998), 

which were either caused by customer’s perceptions or buying behavior patterns 

(Doole & Lowe, 2012). Both HMS and Absolent believe that their Chinese customers 

prefer to buy low-price products, and it is difficult to compete with competitors at the 

same quality level. For Getinge, however, the pricing difficulty was caused by the 

polarization of market, or in other words, customers’ different buying patterns. 

Compared with Absolent and Getinge, HMS faced the greatest challenge regarding to 

price since it could not coordinate product positioning with Chinese customers’ 

demands, whereas for Absolent and Getinge, they do not need to make great changes 

in prices. Absolent solved the problem by satisfying customer demands in other ways 

and emphasizing on sales techniques, and Getinge abandoned those customers that 

buy low-price products.  
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Legal factor 

The analyses of these three companies reveal that their businesses have been affected 

by Chinese regulations when they operate in the Chinese market (Doole & Lowe, 

2012). Due to the restrictions and supervisions imposed on registering for subsidiaries, 

HMS could only set up representative office in order to reduce the costs and simplify 

the registration procedure. Same with HMS, Getinge also met the downsides of legal 

environment respecting to strict regulations and long registration process, which has 

slowed down its business activities in the Chinese market. In terms of Absolent,  

However, it was not used to face with many regulations regarding to the environment 

in the early time. As the changes in the legal system, Absolent has to deal with many 

environmental regulations today and therefore its business would be affected by the 

regulations.  All the three companies have to comply with the regulations and operate 

under the “rules of the game” in China (Doole & Lowe, 2012). 

Economic factor 

Although the three companies operate in different industries, they all agree that 

current Chinese economic environment provides greater opportunities for their 

business activities. Compared with the western markets, China’s national strength is 

increasing at a faster speed. Besides, as one of the emerging economies, China is a 

market with great potential in future development for all the three companies since 

customers have higher demands for their products (Doole & Lowe, 2012). For 

Getinge, customers have higher demands for medical care equipment because China 

is emphasizing more on citizens’ health care. Absolent sells better in China as well 

since new factories are coming up rapidly. Although HMS also benefits from the 

development of Chinese economy, the industrial structure in China determines that 

customers have higher demands for gateway products, unlike in highly-industrialized 

western countries where people prefer embedded products. Therefore, even though 

China is an attractive market, the customer demands might be different from that in 

other markets. 

Tayeb (1998) argues that international market’s national growth rate has an impact on 

firms’ business activities in that market. Although the findings from both HMS and 

Getinge support this idea, Absolent seems not to be influenced by the ups and downs 

of China’s GDP. As Persson explains, this is because China is a very large market and 

Absolent only focuses on its target market rather than the entire market. Therefore, 

Absolent might pay more attention to its customers needs than the GDP of China. 

Political factor 

The findings of HMS and Getinge demonstrate that exchange control policy has 

influences on different aspects of their business. Due to the exchange control policy, 

HMS needed to spend the high cost to carry out the employee incentive stock options 

plan, whereas Getinge faces the difficulties in paying suppliers outside China. Also, 

the anti-corruption policy in China tended to slow down the business activities for 

Getinge. Accordingly, Doole and lowe (2012) illustrate political could affect the 

firm’s operation. However, in the case of absolent, it seems to be rarely influenced by 

political factor. As explained by Persson, Absolent has always been trying to keep out 

from Chinese political issues and it pays more attention to satisfying the needs of its 

customers.   
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Table 5-1. An overview of cross-case analysis of environmental factors (Source: Own construct) 

 

 

 

Environmental 

factors 

HMS Absolent Getinge 

result reason result reason result reason 

Cultural 

- difficulty in 

pricing 

 

- prefers low-price 

products 

- more business 

opportunities 

- the change in 

people’s 

perceptions 

- only focuses on 

customers who 

buy imported 

products 

- differences in 

buying behavior 

Legal 

- can only set up 

representative 

office  

- less restrictions 

and supervisions 

on representative 

offices 

- more 

environmental 

regulations 

- fast-changing 

legal system 

- business activities 

are slowed down 

- strict regulations 

and long 

registration 

process 

Economic 

- more business 

opportunities 

- higher demand for 

gateway products 

- high GDP 

 

- manufacturers are 

not highly-

developed 

- easier to sell in 

China than in 

European 

countries 

- less influenced by 

GDP 

- less competitors 

and more new 

factories 

 

- focuses on the 

target market 

- more business 

opportunities 

 

 

- a slow down in 

business in the last 

two years 

- enhancement in 

national strength 

contributes to 

better welfare 

- GDP grows 

slower 

Political 

- complicated 

process in 

carrying out stock 

option plan 

- exchange control 

policy 

- rarely influenced  - tries to keep out 

from political 

issues 

- business activities 

are slowed down 

- difficulties in 

paying suppliers 

outside China 

- anti-corruption 

campaign 

- exchange control 

policy 
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5.2.2 Networks  
Table 5-2 is an overview of the cross-analysis of how business and social networks 

influence the internationalization process into the Chinese market. 

International extension 

In the phase of international extension, the important thing for firms is to gain access 

to the new market, which largely depends on firms’ newly-developed or already-built 

networks (Johanson & Mattsson, 1988). All the three firms approached the market 

through their business networks with either agents and distributors or customers, 

whereas there is no clear evidence showing the usage of social networks in this 

process. Both HMS and Getinge entered the market through newly found 

relationships with local agents or distributors. Absolent, however, utilized its existing 

relationship with one of its major customers SKF. Compared with HMS and Getinge, 

Absolent could have easier access to the market since it could simply cooperate with 

SKF without doing much market investigation. Therefore, the three companies’ 

business networks influence their modes of entry into the Chinese market (Zain & Ng, 

2006). 

The three companies all faced with the challenge of improving its market visibility to 

acquire more potential customers in the beginning, and they solved the problem by 

utilizing different business networks (Anderson et al., 1994). HMS achieved this 

through promoting its products via industrial websites. Absolent relied on its previous 

customers who have business activities in China to get more contacts with potential 

customers. Getinge utilized distributors and import companies to get in touch with 

Chinese customers. However, both Getinge and HMS had recognized the problems 

with merely having distributors or agents, which are unguaranteed long-term 

performance and unable to have direct contacts with customers. Therefore, they 

decided to invest more in China by setting up subsidiary or office. Absolent also 

opened its own sales office after entering the market through SKF.  

Apart from increasing market visibility and obtaining more contacts, business 

networks also help the three firms to acquire information and resources (Anderson et 

al., 1994; Chetty & Holm, 2000). At the start-up phase, these three companies all met 

with challenges regarding to limited human resources (Chetty & Holm, 2000). As 

HMS and Getinge were both selling through agents and distributors, and Absolent 

was merely following its customers, all the three companies had few human resources. 

By using distributors, Getinge solved the problem of lacking of employees, whereas 

both HMS and Absolent turned to Business Sweden for help in order to recruit staffs 

for their offices or subsidiaries in China. Business Sweden is an organization owned 

by Swedish government to provide support for Swedish firms who want to go 

international. It could not only provide human resources, but also assist HMS and 

Absolent in acquiring market-specific knowledge, such as regulations in China. These 

resources, information and knowledge obtained through business networks are 

extremely beneficial for firms’ successful expansion into the new market (Chetty & 

Holm, 2000; Björkman & Forsgren, 2000; Ge & Wang, 2013). 
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Table 5-2. The cross-analysis of business- and social networks in internationalization process (Source: Own construct) 

  HMS Absolent Getinge 

  Network Impact Network Impact Network Impact 

International 

extension 

Business 

network 

- Chinese agent 

 

- industrial websites 

 

- Business Sweden 

 

 

- previous customers 

- the first contact with 

the market 

- increase market 

visibility 

- acquire market-specific 

knowledge and human 

resources 

- obtain tacit knowledge 

- SKF 

 

 

-previous customers 

 

 

-Business Sweden 

 

- easier access to the 

market and find 

potential customers 

- develop new contacts 

and increase market 

visibility 

- obtain market-specific 

information, recruit 

staff and the material 

resources 

- distributors and import 

companies 

- have access to the 

market, solve the 

problem of limited 

human resources, 

reduce the costs, get 

contacts with potential 

customers 

Social 

network 

- rarely used - no clear evidence - rarely used - no clear evidence - rarely used - no clear evidence 

Penetration 

Business 

network 

- previous customers and 

acquired companies 

- agents 

 

 

 

- new customers 

- find more contacts and 

agents 

- obtain new ideas for 

product development 

and new market 

information  

- future collaborations 

- local companies in 

Shanghai 

- distributors 

 

- the Chinese team  

- find useful contacts 

 

- penetrate larger area of 

the market 

- recruit staffs 

- distributors 

 

 

- the Chinese team  

 

- recruiting websites and 

recruiting agencies 

- gain access to business 

opportunities and future 

collaboration 

- acquire contacts and 

staffs   

- gain human resources 

Social 

network 

- colleagues  

 

 

- friends 

- recruit staffs and obtain 

information of Beijing 

Customs 

- acquire tacit knowledge 

about the stock options 

plan 

- Mrs. Li - obtain market 

information and 

identify business 

opportunities 

- Chinese staffs - collect industrial 

information 

 

International 

integration 

Business 

network 

- Leading international 

companies 

- Rockwell 

Automation’s “Third 

party Plan” 

- develop products and 

business 

- additional relationships 

and exchange 

information 

- the head office 

 

- distributors in all 

international markets 

- gain contacts in other 

markets 

- share business 

opportunities, solutions 

and market information 

- multi-national 

companies 

- Chinese customers 

- technology transform 

 

- benefit from their 

information and 

contacts  

Social 

network 

- rarely used - no clear evidence - rarely used - no clear evidence - rarely used - no clear evidence 



52 

 

Penetration  

In terms of the phase of penetration, all of the three companies seem to develop and 

increase their relationship after they already have their position in the Chinese market 

(Johanson & Mattsson, 1988). Three companies all found ways to increase future 

development in the market through business networks. Both Absolent and Getinge 

strengthened their relationships and cooperation with local distributors in order to 

increase their business. Compared to Absolent and Getinge, HMS developed its future 

collaboration via new customers they later met in China. These customers shared the 

common interests and objects with HMS so they could built the cooperation together 

(Anderson et al., 1994).   

In the phase of penetration, all of these three companies demonstrate that they could 

acquire more contacts from their business networks (Forsgren, 2002; Sorenson, 2003; 

Zhou et al., 2007). Both HMS and Getinge developed more new contacts through 

their networks with customers. Besides, Absolent and Getinge also increased their 

business network with the help of the Chinese team they had.   

In order to gain access to human resources needed in this phase, Absolent and Getinge 

largely depended on their business networks developed by their Chinese team (Chetty 

& Holm, 2000). Specifically, in order to find the right people who could generate 

good business results, Absolent turned to the Chinese team for help since they have a 

good resource base in China. Also, Getinge increased its human resources through 

both recruiting agencies and its own human resource department in China. However, 

unlike Absolent and Getinge, HMS developed its human resources mainly by its 

social networks instead of business networks (Musteen et al., 2010). Based on the 

recommendations of Zhao’s colleagues, HMS recruited the eligible employees who 

have the same professional backgrounds as they do. HMS therefore possessed better 

knowledge for employees it hired in this way, since information and resources 

provided by social networks are trustworthy (Kiss & Danis, 2010). 

Apart from contributing to human resource, social networks could also help firm to 

obtain information and knowledge as well as identify the business opportunities (Ellis, 

2011; Shirokova & McDougall-Covin, 2012). For instance, Zhao relied on his friends 

and colleagues’ suggestions when he did not know how to deal with the problems 

regarding to imports and exports and incentive stock options plan. Besides, Mrs. Li 

identified new business opportunities and provided market information for Absolent 

when it sought to enter a new city in China. Getinge also utilized its Chinese staffs’ 

social networks with college classmates to collect industrial information. Firms tend 

to depend on their known contacts to reduce the risks in order to avoid the uncertainty 

of foreign markets (Ellis & Pecotich, 2001). 

International integration  

The phase of international integration requires firms to increase the connection of 

networks in different countries (Johanson & Mattsson, 1988). From the previous 

analyses of these three companies, no adequate evidence could be found with respect 

to the impacts of social networks in this phase. Conversely, it is obvious that these 

three companies all increase their international networks via their business networks. 

For instance, HMS has joined a networking group organized by its American partners 

Rockwell Automation, through which it could get in touch with more international 

customers and competitors. As for Absolent, its head office would provide its Chinese 
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team with good contacts it has in other markets so that Absolent could connect the 

networks in different countries together. Accordingly, when some Chinese companies 

who have built relationships with Getinge enter other international market, they could 

share with Getinge the new market’s information and contacts they have acquired. All 

these companies have benefited from the international integration in terms of 

obtaining contacts and new market information through their business networks in 

various markets (Johanson & Vahlne, 2003). 

Furthermore, by coordinating networks and activities in different markets, the three 

companies could gain opportunities for obtaining various resources (Chetty & Holm, 

2000). For example, HMS acquired new ideas for product development through its 

relationships with leading international companies who promote international 

standard in the industry. Likewise, Getinge could take advantages of the technologies 

multi-national companies used in international market and learn from them when they 

enter China. In terms Absolent, its distributors in other international markets could 

share the solution of some problem with its Chinese team as well. Therefore the 

business network plays a significant role in obtaining resources that could improve 

firm’s international business (Ge & Wang, 2013). 

All of these three companies illustrate that the international integration could be a 

result of the international extension and penetration (Johanson & Mattsson, 1988). 

They all developed and maintained their networks with customers, distributors and 

other multi-national companies in the first two processes, which therefore facilitate 

their coordination of networks and activities in international markets. In turn, 

international integration could also contribute to international extension and 

penetration (Johanson & Mattsson, 1988). When these three companies get the new 

international contacts or opportunities from their networks, they would start to 

increase their commitment to the relationship by going through the first two phases 

again. Therefore, internationalization is a constant process” and involves the 

establishment, maintenance, development, break down and restructure of the 

relationships (Johanson & Mattsson, 1988). 

Networking in China 

Söderqvist (2011) illuminates that business- and social networks do not have a clear 

distinction since one relationship might have the features of both. This is 

demonstrated by all the three companies as they all mention that they tend to develop 

friendship with their business partners. Besides, these three companies all emphasize 

on the importance of building trust in business relationships. Trust plays a central part 

in social networks (Kiss & Danis, 2010), but it is very likely that trust is also 

important for business relationships (Doole & Lowe, 2012). 

Apart from the business- and social network in the Western sense, Chinese people 

have utilized Guanxi a lot in their business activities since China is a “relational 

society” (De Keijzer, 1992). All the three companies have identified the differences 

between Guanxi and Western networks. However, they also realized that Guanxi is 

only limited to insiders (Wang, 2007) and it is very difficult for foreigners to 

experience or build the same network. Guanxi is perceived by HMS as a flexible 

concept that could be related to business activities in the gray area, which seems 

difficult for foreigners to understand. Besides, both Absolent and Getinge believes 

that Guanxi is affected by Chinese culture. Furthermore, Getinge also regards Guanxi 
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as a very complex mixed of different types relationship that is time-consuming to 

develop (Styles & Ambler, 2003), which is different from western relationships that 

tend to be either private or business-related. Therefore, all the three companies have to 

depend on their local sales team or subsidiaries in China to utilize Guanxi in business 

interactions. 
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6 Conclusions 
 

In the final chapter, we start with proposing a new conceptualized model, then further 

elaborate on this model and provide answers to the research questions. Besides, the 

most important findings in this thesis are presented. In addition, managerial 

implications, theoretical contributions, limitations as well as suggestions for further 

studies are proposed in this chapter. 

 

 

Based on the analyses in the previous chapter, this thesis proposes a new 

conceptualized model (see Figure 6-1) which demonstrates the impacts of key 

environmental factors as well as business- and social networks in internationalization 

process. 

Figure 6-1 New conceptualized model – The impacts of key environmental factors and business- 

and social networks in internationalization process (Source: Own construct) 
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This model shows that internationalization process is influenced by four key 

environmental factors, which are cultural, legal, economic and political factors. 

Furthermore, the internationalization process is constitute of three phases, which are 

international extension, penetration and integration, and the relationships between 

these three phases are illustrated through this model. In addition, this model also 

reveals that business network has impacts on all of the three phases, whereas the 

influences of social network are merely identified in the penetration process. In the 

following section 6.1 and 6.2, we will further elaborate on this new conceptualized 

model, and provide detailed answers to our two research questions.  

6.1 How do market environmental factors influence 
B2B companies’ business activities in China? 
Looking back on the first research question, we can conclude that B2B companies’ 

business activities in internationalization process in China are influenced by four 

environmental factors: cultural, legal, economic and political factor.  

Cultural: Culture environment in China can result in B2B companies’ pricing 

difficulties because Chinese people prefer low-price products and have different 

buying behaviors. 

Legal: China has a complex and strict regulation system, which is an obstacle that 

foreign B2B companies must face when they seek to enter or conduct business 

activities in China. Besides, the legal system in China is fast-changing, thereby 

demands for companies’ constant attention. 

Economic: As emerging economies, China is a market with great potential that 

provides more business opportunities and higher customer demands compared with 

developed economies. The findings do not necessarily indicate China’s national 

growth rate has an influence on B2B companies’ business activities, as illustrated in 

the case of Absolent. This is inconsistent with the study of Tayeb (1998). 

Political: The influence of political factor on B2B companies’ business depends on 

how much their businesses are involved in political issues. Companies will not be 

influenced to a large extent if they are less involved in political issues, as in the case 

of Absolent. 

6.2 How do networks influence B2B companies’ 
internationalization process in the Chinese market? 
Firstly, it can be concluded that business networks have impacts on the process of 

international extension, penetration and international integration.  

In the phase of international extension, business networks mainly help B2B 

companies to overcome the barriers of the Chinese market, such as limited human 

resources, complex regulations, low market visibility and insufficient customer base 

by providing resources, market-specific knowledge and information. Business 

networks also influence B2B companies’ modes of entry into China. By using 

business networks previously-established through other markets, companies can have 

easier access to China. 
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In penetration process, the most important benefit gained through business networks 

is obtaining additional relationships which further increase B2B companies’ business- 

and social networks. These additional relationships contribute to B2B companies’ 

improved business development and increased business activities in the Chinese 

market. 

During international integration, B2B companies can share technologies and solutions 

that have been applied to other markets with the Chinese market by connecting 

business networks in different countries. When a Chinese company enters another 

international market, B2B companies can gain access to new business opportunities in 

that market through already-established networks with that company. 

Secondly, in this study, the impacts of social networks are clearer in the phase of 

penetration where social network plays an important role in collecting different kinds 

of information in a faster way. Most importantly, social networks between Chinese 

people are more frequently used by B2B companies. 

Thirdly, in China, there is no clear distinction between business- and social networks, 

but the building of trust is important in developing networks. Different from Western 

networks, Guanxi in China is complicated and time-consuming to built, therefore 

foreign B2B companies have to rely on their Chinese staffs or local employees when 

utilizing Guanxi in business activities. 

6.3 Managerial implication  
This thesis contributes to several managerial implications with respect to the 

knowledge of conducting business activities in the Chinese market for the managers 

of B2B companies. First of all, the diversity environment in the Chinese market brings 

great opportunities and challenges to international companies. In order to expand 

successfully, companies particular in the Western countries need to analyze the market 

environmental factors before entering the Chinese market. Thus, the managers should 

not only focus on the advantages, but also constantly perceive the risks in the Chinese 

market. Secondly, this thesis demonstrates the great importance of business network 

and their impacts on the whole international process. Nevertheless, managers should 

also take specific advantages of their Chinese employees’ social networks especially 

when they themselves do not possess such social networks in the local market. These 

social networks are beneficial for dealing with issues particularly related to the 

Chinese market. Thirdly, it is better for managers to connect and coordinate the 

networks in different countries, since their business could be supported by 

international experiences or technologies which are limited in the Chinese market. 

Finally, as it is difficult for foreigners to understand Guanxi, this thesis suggests that 

managers could rely on their local employees to utilize Guanxi in business 

interactions.  

6.4 Theoretical contribution 
This thesis contributes to highlight the importance of environmental factors and 

networks for B2B companies to internationalize into the Chinese market. Firstly, this 

thesis identifies four key market environmental factors and illustrates their impacts for 

companies’ business activities in the Chinese market. Secondly, the findings of this 

thesis demonstrate that the network approach model proposed by Johanson and 
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Mattsson (1988) is still applicable to nowadays companies’ internationalization 

process. Based on the network approach model (Johanson & Mattsson, 1988), this 

thesis further strengthens the impacts of both business- and social networks 

respectively in the phase of international extension, penetration and international 

integration. Thirdly, this thesis proposes a new conceptualized model which illustrates 

the impacts of key environmental factors as well as business- and social networks in 

internationalization process. This new conceptualized model provides a deeper 

understanding and a clearer demonstration of the importance of environmental factors 

and networks when firms internationalize into global markets. 

6.5 Limitations and further research 
Limitations 

Since this thesis has been conducted based on the empirical findings from merely 

three companies within B2B market segment, the results could be limited to 

generalize to all kinds of market segments or industries. Moreover, in this thesis, the 

impacts of social networks are only identified in the phase of penetration. The 

interesting findings regarding to social networks in the whole internationalization 

process cannot be discussed thoroughly, since we haven’t found clear evidence of the 

impacts of social network in the phase of international extension and integration 

through the cases of these three companies. 

Further research 

This thesis also provides insights into the suggestions for further researches which 

could add value to the findings in this study. Firstly, from these cases we chose in this 

study, we found the companies have different behaviors when they face the market 

environmental issues and they also have different choices with respect to their 

network structures, which might be caused by their different sizes. Therefore, we 

suggest that further research could investigate the influences of companies’ sizes on 

their networks as well as on their abilities of coping with environmental factors when 

expanding to the Chinese market. Besides, we believe that it would be very interesting 

if further researches dig deeper into the role of Guanxi in these three phases of the 

internationalization process respectively.   

 

 

 

 

 

 

 

 

 



59 

 

References 
Abdul-Aziz, A., & Wong, S. (2011). Business networks and internationalisation of 

contractors from developing countries: an explorative study. Engineering, 

Construction and Architectural Management, 18(3), 282-296. 

Aldrich, H., & Zimmer, C. (1986). Entrepreneurship through social networks. In D. 

Sexton & B. W. Smilor (Eds.), Art and science of entrepreneurship, 3–23.    

Alon, I., Yeheskel, O., Lerner, M., & Zhang, W. (2013). Internationalization of 

Chinese Entrepreneurial Firms. Thunderbird International Business Review, 

55(5), 495-512. 

Alvesson, M., & Sköldberg, K. (2009). Reflexive methodology: New vistas for 

qualitative research. Sage. 
Anderson, J. C., Håkansson, H., & Johanson, J. (1994). Dyadic business relationships 

within a business network context. Journal of Marketing, 58(4), 1–15. 

Ayres, L., Kavanaugh, K., & Knafl, K. A. (2003). Within-case and across-case 

approaches to qualitative data analysis. Qualitative health research,13(6), 871-

883. 
Baffour Awuah, G., Abraha Gebrekidan, D., & Osarenkhoe, A. (2011). Interactive 

(networked) internationalization: the case of Swedish firms. European journal of 

marketing, 45(7/8), 1112-1129. 

Beckman, B. (1988). The Post ‐Colonial State: Crisis and Reconstruction. IDS 

Bulletin, 19(4), 26-34. 

Bell, J. (1995). The internationalization of small computer software firms: a further 

challenge to “stage” theories. European Journal of Marketing, 29(8), 60–75. 

Bell, J., McNaughton, R., & Young, S. (2001). ‘Born-again global’ firms: An 

extension to the ‘born global’ phenomenon. Journal of International 

Management, 7(3), 173-189. 

Björkman, I. & Forsgren, M. (2000). Nordic international business research: a review 

of its development. International Studies of Management & Organization, 30(1), 

6-25. 

Boxiot, M., & Child, J. (1996). From fiefs to clans and network capitalism: 

Explaining China's emerging economic order. Administrative Science Quarterly, 

600-628. 

Brennan, R., & Turnbull, P. W. (1999). Managing Inter-Firm Adaptation Processes: 

An Examination of Case Study Evidence from the European 

Telecommunications Industry. Journal of Euromarketing, 7(2), 9-27. 

Bryman, A., & Bell, E. (2011). Business research methods (3
rd

 Ed). Oxford: Oxford 

university press. 

Buckley, P. J., & Casson, M. (1981). The optimal timing of a foreign direct 

investment. The Economic Journal, 75-87. 

Burt, R. S. (1992). The social structure of competition. In N. Nohria & R. G. Eccles 

(Eds.), Networks and organizations. Structure, form and action. Boston: Harvard 

Business School Press.      

Chen, H., & Chen, T. (1998). Network linkages and location choice in foreign direct 

investment. Journal of International Business Studies, 29(3), 445–467. 

Chetty, S., & Holm, D. B. (2000). Internationalisation of small to medium-sized 

manufacturing firms: a network approach. International business review, 9(1), 

77-93. 



60 

 

Coviello, N. E., & Munro, H. J. (1995). Growing the entrepreneurial firm: networking 

for international market development. European journal of marketing, 29(7), 49-

61. 

De Keijzer, A. J. (1992). China: Business strategies for the 90’s. Berkeley, CA: 

Pacific View Press 

Denscombe, M. (2009). Ground rules for social research: Guidelines for good 

practice. McGraw-Hill International. 

Doole, I., & Lowe, R. (2012). International Marketing Strategy. Analysis, 

development and implementation. (6th ed.) London: Cengage Learning EMEA. 

Dunning, J. H. (1988). The eclectic paradigm of international production: a 

restatement and some possible extensions. Journal of international business 

studies, 1-31. 

Eisenhardt, K. M., & Graebner, M. E. (2007). Theory building from cases: 

Opportunities and challenges. Academy of management journal, 50(1), 25-32. 

Ellis, P. D. (2011). Social ties and international entrepreneurship: opportunities and 

constraints affecting firm internationalization. Journal of International Business 

Studies, 42(1), 99-127. 

Ellis, P., & Pecotich, A. (2001). Social factors influencing export initiation in small 

and medium-sized enterprises. Journal of Marketing Research, 38(1), 119-130. 

Elo, M. (2005). SME internationalisation from a network perspective: An empirical 

study on a Finnish–Greek business network (unpublished doctoral dissertation). 

Åbo Akademi University Press, Finland: Turku. 

Elo, S., & Kyngäs, H. (2008). The qualitative content analysis process. Journal of 

advanced nursing, 62(1), 107-115. 

Fang, T. (1999). Chinese business negotiation system, California: Sage. 

Forsgren, M. (2002). The concept of learning in the Uppsala internationalization 

process model: a critical review. International business review, 11(3), 257-277. 

Ge, G. L., & Wang, H. Q. (2013). The impact of network relationships on 

internationalization process: an empirical study of Chinese private 

enterprises. Asia Pacific Journal of Management, 30(4), 1169-1189. 

Granovetter, M. S. (1973). The strength of weak ties. American Journal of Sociology, 

78(6), 1360–1380. 

Gulati, R., Nohria, N., & Zaheer, A. (2000). Guest editors’ introduction to the special 

issue: strategic networks. Strategic Management Journal, 21(3), 199-201. 

Håkansson, H., & Waluszewski, A. (2013). A never ending story—Interaction 

patterns and economic development. Industrial Marketing Management,42(3), 

443-454. 

Holm, D. B., Eriksson, K., & Johanson, J. (1996). Business networks and cooperation 

in international business relationships. Journal of International Business Studies, 

27(5), 1033–1053. 

Jayaraman, K. (2010). Doing business in China: A risk analysis. Journal of Emerging 

Knowledge on Emerging Markets, 1(1), 7. 

Johannisson, B. (2000). Networking and entrepreneurial growth. In D. Sexton & H. 

Landström (Eds.), Handbook of entrepreneurship (pp. 368-386). London: 

Blackwell. 

Johanson, J., & Mattsson, L. (1988). Internationalization in industrial systems-a 

network approach. In N. Hood & J. Vahlne (Eds.), Strategies in global 

competition (pp. 287–314). London: Croom Helm. 



61 

 

Johanson, J., & Vahlne, J. E. (1977). The internationalization process of the firm-a 

model of knowledge development and increasing foreign market 

commitments. Journal of international business studies, 23-32. 

Johanson, J., & Vahlne, J. E. (2003). Business relationship learning and commitment 

in the internationalization process. Journal of international entrepreneurship, 

1(1), 83-101. 

Johanson, J., & Vahlne, J. E. (1990). The mechanism of internationalization 

marketing. International marketing review. 7(4) 

Kiss, A., & Danis, W. (2010). Social networks and speed of new venture 

internationalization during institutional transition: a conceptual model. Journal of 

International Entrepreneurship, 8(3), 273–287. 

Kotler, P., & Armstrong, G. (2010). Principles of marketing. Pearson Education. 

Lewis, P., Thornhill, A., & Saunders, M. (2007). Research methods for business 

students. Pearson Education UK. 

Marquardt, A. J., Golicic, S. L., & Davis, D. F. (2011). B2B services branding in the 

logistics services industry. Journal of Services Marketing, 25(1), 47-57. 

Mtigwe, B. (2006). Theoretical milestones in international business: The journey to 

international entrepreneurship theory.  Journal of International 

Entrepreneurship, 4(1), 5-25. 

Mudambi, R., & Zahra, S. A. (2007). The survival of international new 

ventures. Journal of International Business Studies, 38(2), 333-352. 

Musteen, M., Francis, J., & Datta, D. K. (2010). The influence of international 

networks on internationalization speed and performance: a study of Czech SMEs. 

Journal of World Business, 45(3), 197–205. 

O’Donnell, A., Gilmore, A., Cummins, D., & Carson, D. (2001). The network 

construct in entrepreneurship research: a review and critique. Management 

Decision, 39(9), 749-760. 

Oviatt, B. M., & McDougall, P. P. (1994). Toward a theory of international new 

ventures. Journal of international business studies, 45-64. 

Oviatt, B. M., & McDougall, P. P. (2005). Defining international entrepreneurship 

and modeling the speed of internationalization. Entrepreneurship theory and 

practice, 29(5), 537-554. 

Rauch, J. E., & Trindade, V. (2002). Ethnic Chinese networks in international 

trade. Review of Economics and Statistics, 84(1), 116-130. 

Roland, G. (2004). Understanding institutional change: fast-moving and slow-moving 

institutions. Studies in Comparative International Development,38(4), 109-131. 

Shihata, I. F. (1996). Role of Law in Business Development, The. Georgetown 

International Environmental Law Review, 6, 38-39  

Shirokova, G., & McDougall-Covin, P. (2012). The role of social networks and 

institutions in the internationalization of Russian entrepreneurial firms: Do they 

matter?. Journal of International Business Studies, 10(3), 177–199. 

Söderqvist, A. (2011). Opportunity exploration and exploitation in international new 

ventures: A study of relationships’ involvement in early entrepreneurial and 

internationalisation events (unpublished doctoral dissertation). Hanken School of 

Economic, Finland. 

Sorenson, O. (2003). Social networks and industrial geography. Journal of 

Evolutionary Economics, 13(5): 513-527. 

Styles, C., & Ambler, T. (1994). Successful export practice: The UK experience. 

International Marketing Review, 11(6), 23-47. 



62 

 

Tayeb, M. (1998). Transfer of HRM practices across cultures: an American company 

in Scotland. International Journal of Human Resource Management, 9(2), 332-

358..Wiley. 

Wang, C. L. (2007). Guanxi vs. relationship marketing: Exploring underlying 

differences. Industrial Marketing Management, 36(1), 81-86. 

Wickramasinghe, A., & Ordigoni, A. (2013). Awakening Giant: International 

Business in China Growth, Opportunities and Challenges. International Business 

Research, 7(1), p109. 

Xin, K. K., & Pearce, J. L. (1996). Guanxi: Connections as substitutes for formal 

institutional support. Academy of management journal, 39(6), 1641-1658 

Yin, R. K. (2011). Applications of case study research. Sage publication.   

Yiu, D. W., Lau, C., & Bruton, G. D. (2007). International venturing by emerging 

economy firms: the effects of firm capabilities, home country networks, and 

corporate entrepreneurship. Journal of International Business Studies, 38(4), 519-

540. 

Yli-Renko, H., Autio, E., & Tontti, V. (2002). Social capital, knowledge, and the 

international growth of technology-based new firms. The Internationalization 

Process of the Firm, 11(3), 279–304. 

Yu, W., & Ramanathan, R. (2012). Effects of business environment on international 

retail operations: case study evidence from China. International Journal of Retail 

& Distribution Management, 40(3), 218-234. 

Zain, M., & Ng, S. I. (2006). The impacts of network relationships on SMEs' 

internationalization process. Thunderbird International Business Review, 48(2), 

183–205. 

Zain, M., & Ng, S. I. (2006). The impacts of network relationships on SMEs' 

internationalization process. Thunderbird International Business Review,48(2), 

183-205. 

Zhang, Q., & Zhou, K. Z. (2013). Governing interfirm knowledge transfer in the 

Chinese market: The interplay of formal and informal mechanisms. Industrial 

Marketing Management, 42(5), 783-791. 

Zhang, Y., & Lopez-Pascual, J. (2012). Dynamic versus static culture in international 

business: A study of Spanish banking in china. Cross Cultural 

Management, 19(4), 588-611 

Zhou, L., Wu, W. P., & Luo, X. (2007). Internationalization and the performance of 

born-global SMEs: the mediating role of social networks.Journal of 

International Business Studies, 38(4), 673-690. 

Zolkiewski, J. M., & Feng, J. (2011). Relationship portfolios and Guanxi in Chinese 

business strategy. Journal of Business & Industrial Marketing, 27(1), 16-28. 

Zou, H., & Ghauri, P. N. (2010). Internationalizing by learning: the case of Chinese 

high-tech new ventures. International Marketing Review, 27(2), 223-244. 



63 

 

Appendix Ⅰ  

Interview questions (In English) 
Part 1. The firm 

 Could you please introduce yourself? (About your background information and 

your position in the firm) 

 Could you please introduce the company? (About the history, mission/vision and 

number of employees) 

 For how long has the firm been operating in international market? 

Part 2. The Chinese market 

 When did the firm first consider entering Chinese market?  

 Why did the firm choose Chinese market? 

 How did the firm enter Chinese market? (Was it through exporting, 

distributors/agents, subsidiaries, or other ways) 

 What kind of difficulties has the firm met when entered Chinese market? 

 Have you met some Chinese issues respect to culture, legal, economy, policy and 

technology?  And how these issues influence your business activities in the 

Chinese market?  

Part 3. Networks 

We would like to know how important business & social networks are in different 

phases of internationalization in Chinese market. 

Phase 1. When the firm started to expand to Chinese market 

 Did the firm have already-established business/social network relationships with 

Chinese market before expanding to the market?  

 How did those networks help the firm when it first entered Chinese market? 

 What new business & social networks did the firm build in order to enter Chinese 

market? 

 In what way do these newly-built networks helpful for the expansion to Chinese 

market? 

Phase 2. When the firm started to develop in Chinese market 

 Did the firm maintain previously-built business & social networks in order to 

develop in Chinese market? 

 How did the firm maintain its business & social networks? 
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 Did the firm increase business & social networks in order to develop in Chinese 

market? 

 How these business & social network help the firm develop in Chinese market? 

Phase 3. When the firm started to integrate international markets 

 How did the business & social networks in other international market influence 

the firm’s business in the Chinese market? 

 Did the business & social networks in Chinese market influence the firm’s 

expansion to other international markets?  
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Appendix Ⅱ 

Interview questions (In Chinese) 
第一部分 公司以及受访人的简介 

 您能简单地介绍你自己吗？比如你的背景以及在公司的职位。 

 您能介绍一下贵公司的历史背景，宗旨和员工人数。 

 贵公司国际市场上运营多久了呢? 

第二部分 中国的市场 

 贵公司是什么时候开始考虑进入中国市场的呢？ 

 贵公司为什么选择进入中国市场呢？ 

 贵公司是如何进入中国市场的呢？是通过出口，分销商/代理商，建立子公

司还是其他方法呢？ 

 当贵公司进入中国市场时，遇到了哪些困难呢？ 

 当贵公司进入中国市场时，是否遇到关于文化，法律，经济，政策和科技

的问题呢？这些问题时如何影响贵公司在中国市场的商业活动呢？ 

第三部分 商业业务网络和个人社会网络 

阶段 1. 当贵公司开始进入中国市场 

 在贵公司进入中国市场前，在中国市场是否有已经建立好的商业业务网络

和个人社会网络？这些网络是如何帮助贵公司进入中国市场的? 

 贵公司是否建立了新的商业业务网络和个人社会网络以便进入中国市场？ 

 这些新的商业业务网络和个人社会网络是如何帮助贵公司进入中国市场的？ 

阶段 2. 当贵公司在中国市场进入发展阶段 

 在发展阶段，贵公司是否一直保持着它已建立好商业业务网络和个人社会

网络？这些已建立好的商业业务网络和个人社会网络是如何帮助公司发展

的呢？ 

 贵公司是否有增加新的商业业务网络和个人社会网络？ 

 这些新增加的网络是如何帮助贵公司的业务？ 

阶段 3. 当贵公司整合国际市场中的商业业务网络和个人社会网络 

 贵公司在其他国家的商业业务网络和个人社会网络是否影响它在中国的业

务？ 

 贵公司在中国的商业业务网络和个人社会网络是否帮助它进军其他国际市

场？ 
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