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The internationalization of companies contributes to competitive 

advantage as well as challenges for the companies. In foreign activities 

enterprises exist in different phases, which might have an impact on the 

management requirements. This makes the strategy of managerial 

selection relevant because it will ease the overall foreign activities.   

 

Which are the underlying factors that influence the selection of host-

country managers in the post-entry phase? 

 

The purpose of this study is to develop the understanding for companies‟ 

managerial selection strategies in the post-entry phase. In addition, the 

purpose of this study is to develop a model that will work as a 

theoretical guideline for managerial selections. 

 

Theories of firms‟ internationalization process, different phases for 

companies that operate internationally and challenges for companies 

operating abroad, are presented. Further theories of managerial 

selection, international human resource management and management of 

international companies are discussed.   

 

This study is made with a qualitative research method and a multiple 

case-study design, with an abductive approach. Eight Swedish 

companies operating in China were interviewed through semi-structured 

and low standardized interviews. The respondents from the companies 

are top managers operating in China.  

 

There are three underlying factors; trust, knowledge gap and legitimacy, 

that influence the managerial selection of host-country managers in the 

post entry-phase. Each underlying factor is indirect influenced by 

different factors. The underlying factors are also all influenced by an 

overall factor, social capital. This study implies that the selection of 

managers, except top managers, changes in the post-entry phase 

compared to the entry-phase as they recruit host-country nationals. 
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1 Introduction 
This chapter aims to contribute a presentation of this study’s background, by opening with an 

introduction on firm’s international activities. Followed by the importance of managerial 

selection. Companies’ selection of expatriate managers in host-countries and the complexity 

of managing international activities are discussed, with a following presentation of previous 

studies on the field and the demand for future research. Which, finally leads to the research 

question and the purpose of this study. 

1.1 Problem Background 

Today it is important to expand and internationalize the company's market across borders. 

This is a result of the increased globalization (Briscoe & Schuler, 2004; Lu & Beamish, 2006) 

and the constantly developed internet that creates shorter communication channels between 

the countries around the world (Cairncross, 2001). The governments around the world are 

working with increasing the number of small and middle sized companies to expand their 

business abroad (Lu & Beamish, 2001). However, internationalization is almost a taken-for-

granted assumption for the larger companies, since most of these firms have already 

internationalized to become multinational companies (MNEs) (Ruzzier, Hisrich & Antoncic, 

2006). MNEs are companies that works with foreign direct investment (FDI) and controls or 

own value-added activities in more than one country (Dunning & Lundan, 2008).  These 

companies might work in countries where there are an existing national cultural distance, such 

as different norms and values, with the parent-country (Drogendijk & Slangen, 2006). Parent-

country can be explained as the home-country that the company was founded in (Ando & 

Paik, 2013). And the countries where the MNEs work with FDIs are called host-countries 

(Briscoe & Schuler, 2004). 

Investing in foreign markets has its challenges. During the time that a company is entering a 

new country, not only cultural differences appear, but also a whole new context (Calof & 

Beamish, 1995). A company's context can be described as all the information that explain and 

characterize a situation that a company operates in (Dey, Abowd & Salber, 2001). For 

example, the geographical and business environment, culture and economic (Svensson & 

Wood, 2009). Firms are believed to operate in different phases that can be defined by 

different ability to manage the context. Without any major changes the context stays the same 

(Svensson & Wood, 2009). Instead it is the experience and knowledge within the company 

that changes overtime (Augier, Shariq & Thanning Vendelø, 2001). The gained experience 

and knowledge results in adaptation to the external context that creates greater conditions and 

abilities for the company to operate in the foreign environment (Augier et al., 2001; Calof & 

Beamish, 1995). Therefore, a good strategy for companies is to evaluate their knowledge and 

experiences that are gained in the host-country for increasing the possibilities for easier 

adaptation and operations during the different phases (Holtbrügge & Mohr, 2011). This, so 

that the manager with beneficial features for the specific context can be chosen for managing 

the foreign business (Scullion & Starkey, 2000). 
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As mentioned above, knowledge and experience are gained when operating abroad, which 

through experiences and knowledge will change a firm‟s conditions, abilities and challenges, 

as well as the demand of management requirements. Managerial selection is known to play an 

essential role for firms, in particular, for companies that expand internationally (Scullion & 

Starkey, 2000; Zisk, Owyar-Hosseini & DuBose, 2015). One of the reasons for the 

importance of the selection of managers in foreign operations is that it will have an impact on 

the parent-company‟s control and knowledge transfer to the activities abroad (Ando & Paik, 

2013). Regardless the reasons for selecting the right manager for international operations, the 

global phenomenon: managerial selection is seen as a complicated area due to managers‟ 

impact on a firm‟s success (Zisk, et al., 2015). Therefore, companies need to take into account 

different considerations when it comes to selecting key personnel as managers. These 

considerations may differ from business to business and the context it operates in (Zisk, et al., 

2015). 

It is noted that the requirements of a company and their management are related to the 

surrounding. Since the context affects the choice of which knowledge that are requested 

within the company (Augier et al., 2001), one of the challenges is to decide whether the 

company should have local, so called host-country nationals, or expatriate managers (Briscoe 

& Schuler, 2004) as they possess different skills and knowledge (Gurău & Ranchhod, 2006). 

When a company enters a new country it will exist and start to operate in a so called entry-

phase. This phase can be characterized by two criterions. (1) The firm‟s attempts to 

implement the routines of the parent-company to the host-company. (2) The firm‟s new and 

low level of network that is used for the operations in the foreign country that the firm enters. 

When the firm has accomplished to implement the routines from the parent-company and 

created an essential network they can be seen as a legitimate operator in the new market. 

When the firm has become a legitimate operator in the new country, they can be identified to 

exist in a post-entry phase. 

1.2 Problem Discussion 

Today it is known that there are complications and challenges regarding the selection of 

managers in a foreign country. As Scullion and Starkey (2000) discuss, when an enterprise 

will start to operate abroad, recruiting managers is an essential part for the strategies of the 

human resources due to the importance of implementing the corporation‟s international 

strategy into the subsidiaries. Expatriates, which are employees living and operating in a 

foreign country (Shen & Kram, 2011), have always been crucial for corporations‟ 

internationalization process because of its possibilities of achieving an effective transfer of 

knowledge from the parent-company to the host-country (Kamoche, 1997). However, it has 

been acknowledged that expatriate management not only comes with benefits. Obstacles like 

culture, language and adjustment might affect the success of the internationalization when 

managed by an expatriate (Kamoche, 1997). Nowadays, an increased interest and planning of 

educating local managers is identified, with the purpose to increase the understanding for 

international operations (Scullion & Starkey, 2000). This upcoming trend is based on the 

complexity of using efficient management that can fulfill the requests from both local and 

international levels (Scullion & Starkey, 2000). 
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International activities entail various obstacles regarding cultural and institutional differences. 

These differences may have an impact on a manager‟s performance (Lin, 2014). Therefore, it 

is important as a manager to have an understanding not only for the enterprise as a whole but 

also of how the local businesses in the foreign country operate (Neupert, Baughn & Dao, 

2005). When operating global an increased responsibility for the top managers operating in 

the host-country occurs, as they have to take care of tasks concerning the groups' request 

while at the same time a local responsibility is demanded from lower local levels (Lin, 2014; 

Shen & Kram, 2011). Managers play an important role in the international activities due to 

their missions for evaluation and decision making of the existing business (Lin, 2014) and 

become very apparent for companies that operate internationally (Briscoe & Schuler, 2004). 

Although the increased globalization enables easier information sharing and relocation of 

employees (Briscoe & Schuler, 2004), the cultural differences still remains (Ghemawat, 

2007). Peterson, Sargent, Napier and Shim (1996) debate about the advantages of using 

expatriate managers in the internationalization process with the arguments about corporate 

office representation and adaption achievements, in the foreign local section, of the 

corporation‟s goals and objective. It is known that when the MNEs coordinate their 

international activities, expatriates are often used to implement the company strategy 

successfully in the subsidiary (Harzing, 2001; Dowling, Festing & Engle, 2008; Selmer, 

2006). 

Regardless of the manager‟s nationality there is a problematization along with a company 

entrance in a foreign country due to what the new context requires. Therefore, it is important 

to develop a good human resource (HR) strategy which take, both the groups´ and the host-

country's requests, into account while selecting the nationality of the manager (Scullion & 

Starkey, 2000). However, according to Scullion and Starkey (2000) the interest for expatriate 

is known to be high during the internationalization process, because of their ability to entail 

the parent-county´s policies. Despite this, there are studies that indicate that there is a rising 

interest in educating people from the host-country with the goals to raise the skills and 

knowledge of local managers (Lingfang, 2012). Though, it is not identified how the interest of 

local versus foreign managers is developed or changed over time. Which indicates a lack of 

research on international managerial selection strategy in the post-entry phase. 

It is clear that there are a lot of research on the internationalization area and the impacts of 

management when enterprises are going to operate abroad. In modern research the demand 

for future research on international managerial selection strategies, when established, is not 

overrepresented as the majority of scholars write about the need for further research on firms‟ 

internationalization processes and its needs of various strategies (Barbosa, Rezende & 

Versiani, 2014; Casillas & Acedo, 2013). However, there is an identified demand from earlier 

research on companies‟ adaptations, which not only will occur during the establishment 

process when entering a foreign market, but also when companies succeeded to establish 

abroad (Andersson & Gandemo, 1993). We can also identify researchers‟ demand for future 

research on the problem of the long-term impact and visions for the international management 

of an enterprise (Kamoche, 1997). And whether there is an ongoing trend of selections to 
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receive or send expatriates to the host-country where the international companies operate in. 

Furthermore, researchers‟ demand for future research on the underlying reasons of why firms 

use a specific approach for their International Human Resource management (IHRM) 

regarding the preferences of local versus foreign managers has been identified (Peterson et al., 

1996). It can be clarified that, contemporary researchers demand more knowledge about the 

combined areas of global strategic management and IHRM (Holtbrügge & Mohr, 2011). 

Most previous studies examine the internationalization process and do not focus on how a 

company acts when operating in a foreign country. The majority of previous studies focus on 

the problems and the need for education that the expatriate faces when entering a new country 

(Shen, & Kram, 2011; Wu & Ang, 2011). There are also scholars that have focused on the 

prevention of expatriate failure (Gonzalez, & Chakraborty, 2014). In this respect we lack 

knowledge if there is a change in selecting manager in the internationalized companies and 

which underlying factors that exists in the selection of host-country managers, when they 

operate in the post-entry phase, as they succeeded to become a legitimate operator in the host-

countries.  

1.3 Research Question 

Which are the underlying factors that influence the selection of host-country managers in the 

post-entry phase? 

1.4 Purpose 

The aim of this study is to develop the understanding for companies‟ managerial selection 

strategies in the post-entry phase. By doing this, the study contributes with (1) the advantages 

and disadvantages of using a local or foreign manager after established in a host-country, (2) 

knowledge of how to evaluate and analyze a company‟s host-country management team. In 

other words, it will provide companies with significant information of how to adjust their 

choice of managers in host-countries related to underlying factors. These underlying factors 

will work as decision support for companies‟ managerial selection in host-countries. In 

addition, the purpose of this study is to develop a model that will work as a theoretical 

guideline for managerial selections. 
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1.5 Disposition  
 

The rest of the study is structured as:  

 

 

  

Theoretical 
Framework 

•This chapter will provide the reader with relevant theory that is related to the examined 
subject. The chapter starts broadly on internationalization of firms, and different phases and 
barriers that can occur in foreign activities. The subject of managerial selection and the 
importance of International Human Resource Management are discussed. Lastly, the 
management of international companies is explained. 

Methodology  

•This chapter presents the research process and how this study has been achieved. The 
research question and purpose of this study has been the foundation while choosing research 
method. Since subjectivity, such as personal values and interpretations, may play an role in 
the qualitative research we have increased the trustworthiness in this study. This is made by 
presenting the research approach, empirical data selection, data analysis, generalizability, 
reliability and validity and ethical considerations.  

Empirical 
Data 

•The empirical chapter in this thesis is based on our findings from the interviews. The results 
from the eight respondents are presented case by case, which provide the reader with each 
company’s view on the examined subject. The presented data is the summarized and 
analyzed results from the respondents’ answers to our questions during the interview which 
are based on the theoretical framework in chapter 2.  

Analysis 

•This chapter provides an in-depth analysis of the empirical data which are made through 
cross-case analysis. The chapter starts with an analyze of the entry-phase to find what 
features characterize this operationalization phase. Later on we analyze the characteristic in 
the post-entry phase and narrow it down to the three significant factors that can be found in 
the cases as the most common ones.  

Conclusion 

•In this chapter findings and conclusions, which are based on the analyzes from the previous 
chapter, for this study is presented. Further on practical implications, limitations for the study 
and recommendations for future research are discussed.  
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2 Theoretical Framework 

This chapter will provide the reader with relevant theory that is related to the examined 

subject. The chapter starts broadly on internationalization of firms, and different phases and 

barriers that can occur in foreign activities. The subject of managerial selection and the 

importance of International Human Resource Management are discussed. Lastly, the 

management of international companies is explained. 

2.1 Internationalization 

The internationalization of companies opens up the opportunity for geographic expansion and 

a potential increased prosperity in a company. This by taking advantage of resources that has 

not been available before, and by utilizing core competencies that contributes to good 

competitive forces (Bakay, Elkassabgi & Moqbel, 2011). International companies tend to 

have greater growth ambitions and a more positive view on the company's future, but they 

also face a greater amount of competitors because of the larger market they are operating on 

(Bianchi & Ostale, 2006). The benefits and reasons for internationalization are many and 

varied from company to company, for example improving customer relations (Etemad-Sajadi 

& Bezencon, 2012), improvement of the competitive position and geographic diversification 

(Barcellos, Cyrino, Moacir de Miranda Oliveira Júnior & Fleury, 2010). 

Operating abroad has its advantages, nevertheless there are also barriers that almost are 

inevitable when entering a foreign market. The liability of foreignness can be experienced as 

low compared with domestic companies due to the fact that the information flows of; 

economy, laws, languages and policies differ (Schwens & Kabst, 2009a). One way to 

decrease these challenges that a company might experience during the internationalization 

process, is to use managers with international experience. International experienced managers 

can minimize the existing uncertainties about the foreign market by the use of their 

knowledge in managing activities abroad in general, and also speed up the internationalization 

process (Schwens & Kabst, 2009a). The internationalization speed, which is the average 

expansion abroad occurring over time, can positively be affected by using knowledge that 

have been gained from past international experiences. The level of internationalization 

complexity and speed will play an essential role for the firm‟s costs. In other words, 

knowledge affects the time of harmonizing expansion abroad and also the expenditures 

(Hilmersson & Johanson, 2016). In order to understand the context of companies‟ foreign 

activities, we argue that it is important to create an understanding for the reasons for firm‟s 

internationalization and its challenges. 

2.2 Entry- & Post-Entry Phase 

Internationalization involves a company‟s adaption to new environments abroad, which often 

can be described with different phases that a firm can exist in. These different phases involve 

different levels of knowledge that a company can take part of and use in their activities 

(Dornberger & Nabi, 2008). Prashantham and Young (2011) use the knowledge-based 

perspective as an important factor for explaining the different phases that a company can exist 

in. This perspective is based on that knowledge is the most important resource a company can 
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possess, that also will give competitive advantages. The first phase, the so called entry-phase, 

can be characterized by the company's high need for utilizing new contacts of network that 

can provide them with valuable knowledge. The valuable knowledge can help the firm to 

overcome internationalization hindrance, as activities abroad may encounter due to the lack of 

knowledge on how the new business abroad should be performed (Schwens & Kabst, 2009b). 

Knowledge is one of the factors for firm development, which can be gained through the usage 

of social capital (Prashantham & Young, 2011). Social capital are resources from different 

network of relationships that one or several individuals in the company have, both internal 

and external (Prashantham & Young, 2011). The use of social capital is important for the 

internationalization process, as the gained knowledge that comes from different network 

simplifies the establishment of a firm (Kontinen & Ojala, 2011). By using old, creating new 

and combining old and new knowledge that can be found in firm‟s social capital, new 

attainments about the market and technology can be used for the foreign operations. This 

development of knowledge can therefore be explained by different firm phases (Prashantham 

& Young, 2011). 

When an increased knowledge about the foreign market and the context that the foreign 

activities occur in is reached (Schwens & Kabst, 2011), companies are most likely to increase 

their market commitment, which can be described as the post-entry phase (Fisch, 2011). The 

two phases are illustrated in Figure 2.1. The high level of interaction in the foreign market is a 

determinant factor for companies existing in the post-entry phase, which can bring a company 

different benefits if used properly (Schwens & Kabst, 2011). In fact, building up networks 

with different stakeholders will provide the company with useful information (Larson, 1992). 

However, it is not only information that the usage of networks can provide. According to 

Larson (1992) it will also contribute to an increased trust and mutuality between different 

market players, and also the reputation of the firm. In other words, the importance of social 

capital remains high in the post-entry phase. Due to character differences between the 

different phases, an international company can occur in, we consider knowledge regarding the 

entry- and post-entry phase essential for this study, as it will increase the understanding for 

firm‟s establishment and development in foreign markets.  

 
Figure 2.1. The transition between the entry-phase and the post-entry phase. 
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2.3 Managerial and company barriers 

The foundation for the success of a MNE is the strategic management of all activities across 

borders (Lauring & Klitmøller, 2015). But due to linguistic and cultural barriers, companies 

that operates abroad often need to reevaluate their international strategies to improve the 

activities (Auffray & Fu, 2015), and this is said to be carried out in the best way through 

communication (Charles & Marschan-Piekkari, 2002). Charles and Marschan-Piekkari (2002) 

examine the role of communication in an international business context, and enlighten 

communication as an important tool for a firm‟s overall strategy. Lauring and Klitmøller 

(2015) also enlighten the importance of communication for international operations, by 

emphasizing the need for a well implemented corporate language that could be used within 

and between different units. Charles and Marschan-Piekkari (2002) believe that language 

training with focus on the identified existing key-languages in the company, creates an 

increased linguistic understanding that will contribute to an improved communication 

throughout the organization. Improved communication will enable activities across borders 

and make it easier to encounter the different contextual factors. 

However, despite the fact that corporate language can increase both the quantity and quality 

of verbal interaction between employees and units in an international context (Lauring & 

Klitmøller, 2015) and give competitive advantages (Hopp, 2014), there are more barriers that 

can be seen as challenges for companies that needs to be considered. One is not having the 

same values (Gong, 2003). Shared values may on the other hand, help the company to foster 

the integration between the units in the parent-country and the host-countries. With shared 

values the firm will have an increased cultural control that aligns the goals of the headquarter 

and the foreign unit (Gong, 2003). For this certain challenge, Shih, Chiang and Hsu (2010) 

and Stock and Genisyürek (2012) claim that the selection of manager plays an important role. 

We believe that it is good to be aware of different obstacles that can arise for companies and 

their management of foreign activities, as it will work as a support in managerial selections in 

host-countries. 

2.4 Selection of Manager 

Regardless of the intention of internationalization and its obstacles, there are many elements 

that should be reviewed and planned by the enterprise before starting the process. One is the 

selection of managers (Gurău & Ranchhod, 2006), as they play a key role within the company 

(Kelemenis, Ergazakis & Askounis, 2011). Which is also why the selection of the managers 

requires accuracy to assign the manager that the company believes to be best suited for the 

assignment (Kelemenis et al., 2011). According to Richey and Wheeler (2004) there are three 

so called criterions that the system of selecting managers should encounter. The first criteria is 

connected with finding individuals that have the ability to effectively manage different 

situations where he or she can manage information efficiently and therefore make good 

decisions for the company. This criterion is what Richey and Wheeler (2004) call an 

evaluation of one's mental ability to handle different tasks as efficiently as possible, which is 
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said to depend on different combinations of personality variables. Criteria two are linked to 

the individual's need for achievement. If the company hires a manager who has a high need 

for achievement, it usually means that the person is goal-oriented, which in turn will benefit 

the company. In other words, what Richey and Wheeler (2004) are claiming is that one 

important criterion is that the manager is competitive and that he or she will always strive for 

organizational success. The third criterion is according to Richey and Wheeler (2004) the 

manager‟s ability of adaptation. When the environment can change quickly and unexpectedly 

it is essential to have a manager that is able to adapt easily to the situation (Richey & 

Wheeler, 2004). 

These three criterions for managerial selection is based on different traits and skills that 

characterize the individual. The manager should possess different skills depending on which 

position the manager will have (Kelemenis et al., 2011). A manager with the right qualities 

and the skill to manage them, contributes to a competitive advantage for the company 

(Barney, 1991). According to Yeh (2003) the personality affects the manager's ability to 

manage and how the manager manages. Saremi, Mousavi and Sanayei (2009) and Seol and 

Sarkis (2005) claim that the manager needs to possess technical-, analytical-, and 

organizational skills. They further state that the manager also has to be able to show gratitude 

of the employees. The knowledge of the business and the market is also something that the 

manager should hold (Saremi et al., 2009). And before hiring the new manager, the company 

should interview the considered person (Shih, Huang, & Shyur, 2005). The manager has 

greater capability of mange the company successfully if he or she has done community 

services and sports or other hobbies (Shih et al., 2005). The work experience is also a factor 

that plays an important role while selecting the best suited manager (Chien & Chen, 2008; 

Güngör, Serhadlıoğlu, & Kesen, 2009; Mehrabad & Brojeny, 2007; Shih et al., 2005). Further 

Chien and Chen, (2008), Güngör et al., (2009), Jereb, Rajkovic and Rajkovic, (2005), 

Mahdavi, Mahdavi-Amiri, Heidarzade and Nourifar (2008) and Mehrabad and Brojeny (2007) 

state that most of the relevant qualifications steam from the level of education that the 

manager has. The personal characteristics, such as leadership, energy, and communication 

skills are also included in the requirements for a qualified manager (Jereb et al., 2005; 

Mahdavi et al., 2008; Shih et al., 2005). The individual needs to be emotional steady, self-

confident (Jereb et al., 2005; Mahdavi et al., 2008) and being able to make decisions (Golec & 

Kahya, 2007). To find the right manager that fulfills these criterions for the successful 

manager, Shih, Shyur and Lee (2007) claim that a test of skills and knowledge should be 

done.   

During the internationalization process it is important for the company to choose the right top 

management team, for the process, with the right kind of experience (Gurău & Ranchhod, 

2006). The top management team need, during the internationalization process, possess 

professional competence and international experience of different kind but they are also 

requested to have knowledge regarding the country and area the company is entering (Gurău 

& Ranchhod, 2006). There is a high existing demand on international experienced managers 

when operating abroad due to the understanding for and knowledge about cultural and 

political differences (Holtbrügge & Mohr, 2011). According to Neupert, et al. (2004) an 
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understanding for cultural and institutional differences plays a crucial role for managers‟ 

performance, as well as the enterprises. Shen and Edwards (2004) claim that finding 

individuals that possess both professional competence and international experience might be a 

major challenge. Therefore, the request of specific management skills is a fact for enterprises 

that expand internationally due to its complexity and need for an efficient implementation as 

possible (Scullion & Starkey, 2000). 

2.5 International Human Resource Management 

Due to the complexity of international activities it is essential for MNEs to develop smart 

solutions for a good HR strategy as possible. This might give the recruitment and 

management of managers, for new openings or acquisitions, a positive impact on the 

company's international strategy (Scullion & Starkey, 2000). Human Resource Management 

(HRM) plays an important role of a company‟s overall strategy due to its responsibility for 

decisions and the development of an organization's human resources (Wood & Els, 2000). 

New realities will be created through time which will increase the demand for a specific 

structure and requirements for the policies of HRM, so that the firm can develop certain 

expertise and capabilities (Briscoe & Schuler, 2004). For improvements of the international 

management of MNEs, International Human Resource Management (IHRM) is also an 

essential part for an enterprise's strategy (Holtbrügge & Mohr, 2011). 

The strategy of an enterprise differs, depending on the surrounding environment. Different 

conditions of the existing environment will demand different implementation of IHRM 

practices and the requirements on managers (Holtbrügge & Mohr, 2011). Scullion and 

Starkey (2000) point out, when operating global, the choice of management can be adapted to 

the group‟s determined strategy of control. In other words, a corporation should match the 

selected type of manager depending on if the enterprise is having a centralized versus a 

decentralized way of controlling and manage. Briscoe and Schuler (2004), use three different 

orientations of managers for explaining the request of using a specific reference. The 

reference is decided by a firm‟s international strategy of control. I.e. whether the company 

will use HR practices from local level or the headquarter, or something in between. 

When a manager uses a centralized decision making, in other words uses standards from the 

home-country, Briscoe and Schuler (2004) call this orientation of managers, ethnocentrism. 

One of the reasons for using ethnocentric policies is according to Chitakornkijsil (2010), 

devoted to maintain the culture of the parent-company. Another motive is also the reasoning 

that there is no existing qualified local manager for the position, which therefore forces the 

enterprise to fill the manager position with parent-country nationals. The opposite of this, is 

polycentrism which can be characterized by decentralized operations. This means that the 

manager takes the culture and practices of the host-country into account when managing 

(Briscoe & Schuler, 2004). Chitakornkijsil (2010) claims that if a firm has a polycentric 

policy, a host-country national manager is requested. The benefits of a polycentric policy is 

that there is less of a variety of cultural aspects, and that it is also more cost-effective with the 

simple reason that the process of value creation is less complex. However, there is also a 

negative aspect of the usage of a polycentric policy when operating abroad. Due to language 
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limitations and national affection, opportunities for narrowing the gaps between two different 

national divisions can be minimized (Chitakornkijsil, 2010). When using the best practices 

from the home- and host-country it is called geocentrism, which is a form of global 

orientation (Briscoe and Schuler, 2004) where the company builds up a staff of international 

managers with different cultures (Chitakornkijsil, 2010). This is illustrated in Figure 2.2. 

 

Figure 2.2 Relationship between the companies´ different management approaches and the 

nationalities of their managers.   

As mentioned above, the IHRM faces challenges regarding recruitment and development of 

managers in host-countries and problems concerning expatriates. There are both advantages 

and disadvantages in the use of a local or parent-country national manager (Briscoe & 

Schuler, 2004; Chitakornkijsil, 2010; Holtbrügge & Mohr, 2011). However, Holtbrügge and 

Mohr (2011) claim that third-country nationals, which is people coming from neither of the 

host- or parent-country, are the best people to manage a firm‟s division in a host-country as 

they will not favor one party over another. Etemad-Sajadi and Bezencon (2012) on the other 

hand argue about the amount of control, instead of nationalities, as the main factor for a 

successful international business. This by claiming, that firms that aim to operate abroad are 

likely to achieve high performance if they have total control over the international activity. 

The control can be measured by percentage of ownership and how much of the company's 

competences and resources will be allocated in the internationalization process (Etemad-

Sajadi & Bezencon, 2012). As mentioned above, companies‟ management of their human 

resources play an essential role for their foreign activities, which is also why we chosen to 

acknowledge the overall importance of firm‟s IHRM. 
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2.6 Management of an International Company 

One of the IHRMs tasks is to find a manager that can possess a great responsibility for the 

company's control of activities, which involves the selection of the nationality of the 

managers. The manager can be divided into two different categorizes; locals and expatriates 

(Kamoche, 1997). Expatriates are employees that work in a foreign country (Shen & Kram, 

2011), that either are parent-country nationals or third-country nationals (Shen & Edwards, 

2004). Third-country nationals are people who neither are from the host- or parent-country, 

and these individuals are starting to get more and more popular to be selected by companies 

where one of the arguments is to encourage the firm‟s international spirit (Shen & Edwards, 

2004). Expatriates are typically expected to manage the subsidiaries and joint ventures that 

the western MNE:s has (Selmer, 2002). And according to Stock and Genisyürek (2012) and 

Van der Heijden, Van Engen and Paauwe (2009) the international companies increasingly 

send employees from their headquarter to work abroad. This to coordinate the overseas 

subsidiaries and international business (Shih, et al., 2010; Stock & Genisyürek, 2012). 

Another reason for the interest of recruiting expatriates is said to be the existing lack of 

availability of managers with skills in the host-country (Shen & Edward, 2004). 

As an expatriate manager, he or she faces managerial challenges. One of the main tasks for 

the expatriate is to connect the headquarters and the company's subsidiaries in the foreign 

countries (Stock & Genisyürek, 2012). When the expatriate is entering a new country, 

cultural-adjustment is one of the challenges he or she is facing (Min, Magnini & Singal, 

2013). This challenge is also one of the main reasons why the expatriates fail their abroad 

mission (Min, et al., 2013; Wu & Ang, 2011). Failure rate of expatriates is identified as 

relatively high in respect of early recalls. This means that the expatriate will be sent back 

home earlier from his or her assignment. These failures are alleged to be costly for a company 

and can influence the company's activities in the host country, such as damaging relations 

with stakeholders (Shen & Edwards, 2004). Therefore, it is as Dowling, Schuler and Welch 

(1999) argue important that the company opposes potential management failures by providing 

the expatriate with the right support he or she needs to cope with the international 

assignments. Despite the existing rate of expatriate failure, there are ways for companies to 

increase the possibilities for expatriate success. One is to use different criterions when 

recruiting an expatriate, such as social and managerial skills, empathy for different cultures, 

motivation, experiences and adaptability (Peterson, Napier & Shul-Shim, 2000; Shen & 

Edwards, 2004; Zisk, et al., 2015). 

Cultural understanding plays an essential role for the manager within an international 

company. The most common mistake that the companies make is that they send the best 

technical fitted expatriate, instead of sending the most culturally sensitive and cross-cultural 

competent one (Wu & Ang, 2011). The cultural differences do not only appear during the 

workday, but also through the expatriate daily life (Black, 1988). Therefore, it is important 

that the expatriate adjust to both the new work environment but also the new environment 

outside of work (Black, 1988). If the expatriate adjusts to the new environments, it is more 

likely for the MNEs to succeed (Harrison, & Shaffer, 2005; Hechanova, Beehr & 

Christiansen, 2003; Wu, & Ang, 2011). Through the cultural-adjustment, the expatriate 
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comprehends with the local relationships and understands the local needs (Harrison, & 

Shaffer, 2005). 

The use of expatriate managers has always been in companies‟ interest. However, although 

companies often have used expatriate managers for foreign activities (Kamoche, 1997), there 

are studies that suggest that the use of local managers in a foreign country also has its 

advantages and disadvantages (eg. Li, Zheng Zhow, Lam & Tse, 2006; Volkmar, 2003). Li et 

al. (2006) claim that having a local manager could be very beneficial when companies starts 

with international activities in a new geographic area. Their argumentation is that when a 

company exists in an unfamiliar market, local managers can provide the firm with a 

local knowledge that also can be used for the activities in the local foreign market. 

Nevertheless, due to the host-country national managers‟ social and cultural background they 

may lack understanding for the main headquarter goals, values and norms (Li et al., 2006). In 

other words, a similar world view does not exist between the parent-company and the host-

country national manager, which will not ensure the firm that the local manager will make 

similar decisions under similar situations as the parent-company nationals would do 

(Volkmar, 2003). However, this is something that Kumar and Seth (1998) argue can be 

opposed by effective communication, as it can simplify the transfer of information that 

involves the firm and its current and future goals. As stated above, there are advantages and 

disadvantages using either local or expatriates which is why the decision regarding the 

nationality of the manager is important. By enlighten the options of managers for foreign 

activities and the different benefits that come along with them, we consider knowledge about 

management of international companies important. Because it will create an understanding for 

companies‟ different selection of managers in host-countries. 
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3 Methodology   

This chapter presents the research process and how this study has been achieved. The 

research question and purpose of this study has been the foundation while choosing research 

method. Since subjectivity, such as personal values and interpretations, may play an essential 

role in the qualitative research we have increased the trustworthiness in this study. This is 

made by presenting the research approach, empirical data selection, data analysis, 

generalizability, reliability and validity and ethical considerations.  

3.1 Research Approach 

3.1.1 Qualitative Research 

This paper has been done through a qualitative research method because the aim of the study 

is to understand which factors that have an impact on the managerial selection. The purpose 

therefore is most suited to use an interpretive research method, which a qualitative research is. 

Since the aim of this research is to develop understanding for the phenomena rather than 

determine the “truth”, Alvesson and Sköldberg (2008) suggest that a qualitative research 

method should be used. The choice of using the qualitative research method entailed that we 

had to collect soft-data and do interpretive analyzes (Bryman & Bell, 2015; Edmondson & 

McManus, 2007; Patel & Davidson, 2003). Basically, the empirical selection within a 

qualitative research relies on words rather than numbers (Bryman & Bell, 2015). The data 

gathered in a qualitative research provides the authors with a lot of complex textual 

information from a human perspective to the problem (Mack, Woodsong, MacQueen, Guest 

& Namey, 2005; Malterud, 2001). According to Mack et al. (2005) the aim with a qualitative 

research is to collect evidence to be able to answer the question and produce new answers and 

findings. This research method is considered suited to use when the aim of the study is to find 

new answers and theories rather than testing already existing ones (Edmondson & McManus, 

2007; Mack et al. 2005), which is one of the reasons why we decided to use this method.   

Jacobsen (2002) claims, that appointing the best research method is not possible without 

taking the specific problem and issues into account and the qualitative method is not an 

exception. According to Malterud (2001) it is important to have the reflexivity, transferability, 

interpretation and analysis in mind while doing the qualitative research. And according to 

Alvesson and Sköldberg (2008) it is especially important to have the interpretation in mind, 

since it plays central role alongside the whole research process. By using Alvesson and 

Sköldberg‟s (2008) recommendations to create critical thinking and reflection, we got closer 

the “reality” and what is socially accepted. 

3.1.2 Abductive Approach 

To answer this paper's research question we chose to use the abductive approach. By using 

this process, it was possible for the researcher to find support from the theory during the 

collection and development of the empirical data (Patel & Davidson, 2003). By using this 

approach, the understanding and interpretation of the researcher could also be redefined and 

changed during the data collection (Patel & Davidson, 2003). The theoretical framework 

based on the abductive approach, gave us a greater and deeper knowledge of the chosen 
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phenomena (Patel & Davidson, 2003). It also allows the author to add more data to the 

theoretical framework (Alvesson & Sköldberg, 2008; Patel & Davidson, 2003), if they find it 

necessary, to achieve a more precise study (Bryman & Bell, 2013). This is something that 

Alvesson and Sköldberg (2008) favor with the abductive approach and states that if a 

researcher decides to exclusively follow either inductive or deductive, he or she risk to create 

unnecessary limitations regarding the research. 

This study is based on the abductive approach, due to the fact that we consider it necessary to 

increase the understanding of the chosen study area, but also to create new theories with the 

information collected from the empirical data. Being able to go from empirical to theory will 

satisfy the gap that has been identified, concerning selecting manager in the internationalized 

companies when they enter the post-entry phase. 

3.1.3 Literature Review 

In order to gain knowledge regarding the topic that we wanted to examine, the literature 

review has to be a part of the thesis process from the beginning (Bryman & Bell, 2015). In the 

early process of the thesis there is a need for identification of the existing information on the 

subject (Patel & Davidson, 2003). Using the literature review from the beginning of the 

working process enabled identifications of possible gaps, inconsistencies, unanswered 

questions and what is requested from previous scholars on further research (Bryman & Bell, 

2015).  A detailed data collection was made on the concept of internationalization and MNEs. 

The collection is primary based on scientific articles and books which are gathered from 

different databases and libraries. We have used the databases Scopus and Web of Science as 

the primary source for scientific articles because of the high credibility of these databases. As 

a complement to these databases we have used Summon discovery service, Emerald and 

Google Scholar. The selection of scientific articles is not only based on which database they 

can be found, but also how many times they have been cited. This is also something that 

increases the credibility of the article. Numerous articles were selected to get their content 

rated for the specific thesis and its relevance to the selected area. The examine area of this 

study was about corporate decisions regarding the selection of managers in foreign operations, 

which entailed in several key words. Internationalization and MNEs formed the base for the 

keywords and we combined it with International Manager, Expatriate/Local Managers, 

Manager Selection and successful internationalization to find relevant and needed theory. In 

order to not missing out of some valuable information we also used the local and internet-

based libraries and Google Scholar, for getting access to books.    

3.1.4 Multiple-Case Study Design 

In this paper we chose a multiple case study as the research design for the study, because of 

the main focus of the research question and the aim. According to Bryman and Bell (2015) the 

qualitative research method allows the collected data to focus on a smaller number, and 

therefore a case-study is a good option. To answer a research question with the main focus on 

how something is done or works, a case study design is well suited (Bryman & Bell, 2015; 

Eisenhardt & Graebner, 2007; Patel & Davidson, 2003). With a case-study design, the data is 

collected in contemporary event where a case is examined (Eisenhardt & Graebner, 2007). 
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Through a case-study the authors get a relationship to the reality where the empirical data is 

relevant and therefore create a result that is more testable, relevant and valid (Eisenhardt, 

1989). The multiple-case study enables to understand if a finding is connected only to one 

case or can be translated to several cases (Eisenhardt & Graebner, 2007). The multiple-case 

selected data can in greater extent be analyzed in various ways, because of the solid theory 

collection (Eisenhardt & Graebner, 2007). This large data collection brings not only fortune, 

but it also brings challenges to the authors because of the great amount of data that that should 

be analyzed. To avoid complex and narrow results that are difficult to generalize (Eisenhardt, 

1989), we raised the awareness of the research question during the analysis. According to 

Eisenhardt (1989) it is important that we compare the empirical data to the research question 

and to previous studies. In order to remain the analysis on the right direction Eisenhardt 

(1989) further suggests that the questions what is the remedy, what does it contradicts and 

why should be answered, which is something that the we have done. 

3.1.5. Qualitative Interviews 

The data collection within this study was done through qualitative interviews. This type of 

data collection fits well with the qualitative research approach (Bryman & Bell, 2015). 

Therefore, we have chosen to perform qualitative interviews to collect data for this study, 

which means that both the interviewer and the respondent are part of a conversation (Pater & 

Davidson, 2003). The qualitative interview is according to Patel and Davidson (2003) well 

targeted also for the abductive approach, which also is a reason for why we chose to use 

interviews as their method for data collection. A qualitative interview method provides high 

flexibility in the study, since it makes it possible to include, exclude and rephrase questions 

during the data collection (Mack et al., 2005). The flexibility did also allow the authors to be 

more spontaneous during the interview and create a greater interaction between the authors 

and the participants (Mack et al., 2005). We chose to use open-ended questions to gain even 

more interaction during the interview. This kind of question also creates more in-depth 

answer and we therefore gained more valuable information, such as experience, for the study 

(Bryman & Bell, 2015; Mack et al., 2005; Patel & Davidson, 2003). Due to this data 

collection method the interviewer can immediately reply the answer he or she are given 

(Mack et al., 2005). This enabled us to tailor the questions and sub questions depending on 

which information the participants have provided. 

With this flexibility during the data collection we were able to use interviews that had a low 

level of standardization and were semi-structured. If a qualitative analysis of the empirical 

data is requested, a low level of standardization and a low- or semi-structure are preferable 

(Patel & Davidson, 2003). An interview with a low level of standardization intends not to 

follow questions with fixed answers which is more common among data collections through 

surveys (Patel & Davidson, 2003). The low level of standardization during the interview tends 

to contain open questions (Bryman & Bell, 2015; Patel & Davidson, 2003). How the 

interview is structured does also affect the answers from the participants and as mention, the 

qualitative interviews with in this paper was semi-structured. An interview that is semi-

structured does not follow a list of question that has to be asked in the same order during 

every interview (Bryman & Bell, 2015). Instead the semi-structure gives the authors the 
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possibility to ask the question that they found were appropriate and needed to be asked. 

According to Alvesson (2011) a semi-structured interview is often used in qualitative 

researches. And the interviewer has some themes that need to be answered but space is also 

left for the respondents to digress. To secure that the amount of the gathered information from 

each case where the same, we used a list or themes, instead of question, which is something 

that Bryman and Bell (2015) and Patel and Davidson (2003) suggest as a good way of solving 

this problem. The themes were formed from the theoretical framework in the thesis. For 

example one theme was formed from theories that concern the advantages and disadvantages 

of using a local or an expatriate manager. This is illustrated in table 3.1. The interview themes 

can be found in Appendix 1. 

Table 3.1: Example of the construction of the interview themes. 

Theme Theory Reference 

 

Local or Expatriate 

 

Expatriate 

1. Shen and Edward (2004) 

2. Shih, et. al. (2010) 

3. Stock and Genisyürek (2012) 

 

To counteract too much interpretation during the interview we used recording during the 

interviews and non-leading-questions. This helped us to stay focused on the respondents and 

enabled more interaction between the respondent and us.  

To complement the interviews, e-mail conversations were used to confirm already gathered 

data and to collect new valuable answers to questions that occurred along the empirical 

compilation.  

3.2 Empirical Data Selection 

When it is decided how the data is going to be collected, it is necessary to decide who are 

going to be the respondents. It is important to decide where the respondents should be located 

and which criteria they have to fulfill (Patel & Davidson, 2003).   

3.2.1 Selection of Research Countries   

We have chosen to focus on the countries: Sweden and China as the areas for the empirical 

data selection. The reasons are that we have connection with both countries and that there is 

an existing business interest between the two geographic areas. The choice to use Sweden as 

one of the countries to study became natural for this study, as we live and operate in Sweden. 

But also due to the existing high amount of Swedish international firms. 

In fact, it is clearly that establishment abroad is a global increasing phenomenon (Pederzoli & 

Kuppelwieser, 2015; Cotae, 2013; Athreye & Kapur 2009), and Swedish firms working 

internationally is not an exception (Tillväxtanalys, 2015). The increased number of Swedish 

companies operating abroad is mainly achieved by the rise of multinational companies 

(Pestat, 2015) but there has also been shown a conspicuous rise among the small and middle 

sized companies (Tillväxtverket, 2016). According to the Swedish Embassy (2013) the most 
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common reasons for the Swedish companies to operate on a foreign market is to gain a greater 

amount of customers and potential of development, but also to serve already existing 

customers abroad. Regarding this coherence, the demand on Swedish managers abroad has 

increased (Hall, Hedström and Jacobsson, 1996; Pollard, 2012) and so has the Swedish 

managers‟ interest for operating internationally (Vikström, 2011). 

The fundamental reason for choosing China as one of the selection of countries to involve in 

this study was a large contact opportunity of well-known Swedish companies through the use 

of networks operating in China. But also due to the fact that China is a popular geographical 

area to operate in, both seen from an international and Swedish point of view (Gebauer, 

Fischer & Fleisch, 2009; Tillväxtanalys, 2015). In fact, China is the country with the third 

largest number of employees (85,878) by the Swedish enterprise groups with at least one 

subsidiary operating abroad by the year 2013 (Tillväxtanalys, 2015). And FDI, which 

involves capital investments for various purposes abroad and that is also strongly related to 

enterprises‟ internationalization (Kinda, 2010), is popular to make in China. The last global 

financial crisis has made its negative mark worldwide, but despite the economic downturn, 

China has during the year 2010 succeeded to be the most attractive area for FDI (Lingfang, 

2012). Hale and Long (2012) point out that one of the underlying reasons for the attraction of 

making FDI in China is due to the developed government policies that are seen as one of the 

sources of the growing Chinese economy. Furthermore, FDI is said to not only be beneficial 

for the investing corporation but also for the host-country and the local firms within the host-

country, due to the created availabilities of more resources and knowledge of technology and 

management (Kinda, 2010), which is also said to be one of the explanation of why China is 

prioritizing FDI (Hale & Long, 2012). There is an existing strong competition for quality, 

service and product development among local and international companies on the Chinese 

market which makes the possession of specific competences important for a company's 

success (Gebauer et al., 2009) 

3.2.2 Selection of Companies 

The companies selected for this study are Swedish. The reason is because there is a great 

availability of Swedish companies and their general development internationally can provide 

meaningful and comprehensive information regarding the phenomenon to be investigated. 

Another common feature that will exist among the selected companies that will be analyzed is 

that they all have foreign activities in China. There is no doubt that the Asian emerging 

market contributes to a growing interest for enterprises that wants to go global (Enderwick, 

2012). One example of this is the Swedish companies increased interest for the Asian market 

and their high focus on China as it represents Sweden‟s largest trading partner in Asia (SCB, 

2016; Swedish Embassy, 2016). The incessant domestic consumption in China enable an 

ongoing attractiveness for the Swedish companies to operate on the Chinese market (Swedish 

Embassy, 2013). China is also the country with the third largest number of employees 

(85,878) by the Swedish enterprise groups with at least one subsidiary operating abroad by the 

year 2013. With a comparison of the years 2005 to 2006, where the number of Swedish 

groups with subsidiaries abroad also had an increasing expansion in China by 21,3%, from 80 

to 97 enterprise groups (Tillväxtanalys, 2008), can argues for China's rising attractiveness and 
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expanding interest from Swedish groups through the past decade be strengthened, whereas in 

2013 there were 237 Swedish groups in China (Tillväxtanalys, 2015). 

The argument for that the selected companies to have a common foreign geographical 

location is that we believe it simplifies the process of finding common values and behavior of 

the reality. 

To achieve a breadth in the study the selected companies exist in various industries. However, 

the breadth of this study has been to a certain degree, since it is difficult to achieve due to the 

limited time frame. Through a network stationed in China, contact between the selected 

companies and us could be created. The selected companies needed to have been operating on 

the Chinese market for a while, so that they were out of the internationalization process, and 

therefore transformed into the post-entry phase. The companies that were contacted, had to 

confirm if they found themselves as legitimized actors on the Chinese market. And then we 

evaluated their answer and assessed if it was reliable or not.  

Within this study we also decided to interview two so called external respondents. Two 

companies, that works as a helping hand for the Swedish company in foreign countries. These 

two external companies encounter the general problems that the Swedish companies possess 

both during the entry- and the post-entry phase. With this fact, we believe that access to 

significant information can be achieved when external observations have been taken into 

account. 

The respondents in this study are represented by fictional names. This was not something that 

was requested by the companies, but we did not find it important for the study to outline the 

company names. The fact that the company fulfilled the criterion that was requested in this 

research, was enough for us. We believe that if the company names were given, the reader 

might take other factors, which are irrelevant for the research, into account while reading this 

paper. Both companies and respondents have been anonymized and are represented by 

fictional names.  
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Table 3.2: Information about the companies. Fictional names. 

Company number Company Name Industry Role in the study 

1 Alfa Furniture Internal 

2 Beta Law Internal 

3 Gamma Machinery Industry Internal 

4 Delta Corporate Promo, 

Sports & Leisure and 

Gifts & Home 

Furnishing 

Internal 

5 Epsilon Hygiene and Forest 

Industry  

Internal 

6 Eta Bank Internal 

7 Sigma Trade and Business 

Council 

External 

8 Theta Nonprofit Members 

organization 

External 

3.2.3 Selection of Respondents 

When choosing respondents, it is important to find those who have knowledge and have the 

ability to answer the questions. Through connections we contacted the companies with a short 

introduction to the study, which is shown in Appendix 2 and 3. This enabled the company to 

be a part of the selection of respondents. Thanks to this, we secured that the respondent could 

provide the information that was needed. This study examines a part of the IHRM within 

companies that both can be answered by the HR-department but also the manager in the 

foreign area. The respondents were needed to possess information regarding the choice of 

manager within the host-country.   
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Table 3.3: Information about the respondents. Fictional names. 

Company Respondents Position Interview 

method 

Date and time 

Alfa Andersson HR-Manager Visit 2016-03-28  

10.00 

Beta Bengtsson Chief Executive 

Officer (CEO) 

for Shanghai/ 

Partner 

Visit 2016-03-10 

10.00 

Gamma Gustavsson Managing 

Director (MD)/ 

CEO Asia  

Visit 2016-03-11 

14.00 

Delta Davidsson CEO Asia Visit 2016-03-04 

11.30 

Epsilon Eriksson CEO Asia Phone 2016-03-15 

16.00 

Eta Evertsson CEO Asia Visit 2016-02-29 

13.30 

Sigma Svensson Market Unit 

Manager (East 

& West China) 

Visit 2016-03-04 

15.00 

Theta Turesson Office Manager 

Shanghai 

Visit 2016-03-24 

16.00 

3.3 Data Analysis 

The selected data has been analyzed in two steps. The first analysis was made when 

transferring the interview answers into the empirical findings, and was conducted through 

within case analysis. Seven of the interviews were freely translated from Swedish to English. 

The second part of the analyze process were made in the analysis chapter. And a cross-case 

analysis was made. This means that the analysis has been carried out between the various 

interviews (cases), which Ayres, Kavanaugh and Knafl (2003) and Eisenhardt (1989) state is 

made because of the authors strive to find similarities and differences between the various 

companies. 

3.4 Generalization 
This study adapts an abductive approach and is designed as qualitative research and the aim of 

this study is to create new theories. According to Mack et al. (2005) the result from a 

qualitative research often can be generalized because the findings mostly can be applied to 

other, similar cases. This result can be applied on other geographical areas or other 

nationalities than the examined ones. As all international companies will face different phases 

during their foreign operations, the findings within this study can be applied to companies 

worldwide.  

3.5 Validity and Reliability 

As the use of the qualitative approach has been carried out in this study, a high internal 

validity is achieved when no given answer categories have been used (Jacobsen, 2002). 
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Internal validity refers to whether the examination really is what is desired to measure. In 

other words, if the independent variable caused the dependent variable, or so called 

consequence (Bickman & Rog, 2009). In this study focus has been on the openness to the 

individuals who have been interviewed, so that the information gathered is shaped by the 

people who have given answers during the interviews. 

This thesis is designed to be able to generalize companies worldwide in their discussion of the 

selection of managers in the post-entry phase. We are aware that the choice of using only 

Swedish MNEs operating in China may signal weakness regarding the external validity. 

External validity is connected with geographic, population and time limitations (Bickman & 

Rog, 2009) and concerns whether the results can be generalized to other contexts or not 

(Jacobsen, 2002). However, due to the social structures existence worldwide (Berger & 

Luckmann, 1979) and the different phases that companies can find themselves in the 

international activities should be seen as a global phenomenon, we believe that generalization 

regarding the host-country could be done. 

To achieve credibility or the so called reliability on the empirical data (Jacobsen, 2002), we 

strive after information that can actually examine the area that has been chosen to be 

investigated. By critically examining the interview themes that were prepared for data 

collection, development and transformation has been made of the themes. Through this, the 

authors believe that the right information which provides answers to the research question is 

being collected. 

3.6 Ethical Considerations 

An important part of the investigation process has been to work with fulfilling the three basic 

requirements that Jacobsen (2002) believes should be accomplished; informed consent, the 

right to privacy and to completely reproduce the data that was given. To meet the requirement 

for information agreement, individuals who were asked to participate in interviews could 

freely choose to participate or not, and sufficient information have been presented to the 

respondents regarding the purpose and how the results of the thesis will be used. To meet the 

requirement of the right to privacy, we have tried to avoid sensitive issues that directly or 

indirectly can harm the respondent. And that the opportunity for anonymity was possible. To 

completely reproduce the data that was given, feedback and recognition to those interviewed 

afterwards has been made to correct any unconscious manipulations. 
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4 Empirical Data 

The empirical chapter in this thesis is based on our findings from the interviews. The results 

from the eight respondents are presented case by case, which provide the reader with each 

company’s view on the examined subject. The presented data is the summarized and analyzed 

results from the respondents’ answers to our questions during the interview which are based 

on the theoretical framework in chapter 2.  

4.1 ALFA 

Alfa is a multinational group who operates in a total of 43 countries worldwide, with over 

155,000 employees. The company started up in Sweden and mainly works in the furniture 

industry. Alfa has today 328 stores around the world and China is their fastest growing 

market. Today, one of the company‟s goals is to open three new stores every year by 2020, on 

the Chinese market. The unique part for Alfa in China is that, except for the parent-country, 

this market is the only market that has the whole supply chain, which includes creating, 

supplying and selling. The reason is that China is a fast growing market and therefore there is 

a need for shorter product cycles. Andersson has been working at Alfa for four years and is 

the HR-manager at the Shanghai purchasing office. Before coming to Alfa, Andersson had 

previous experience on working in international companies. Andersson is born and raised in 

China. 

Andersson explains that Alfa entered China little by little over time and opened new units and 

stores when the market was susceptible for more. Alfa‟s first business with China started in 

the 80s as purchasing and in 1997 they opened their first purchasing office in China, 

Shanghai. Now the purchasing in China is 20% of the global purchasing in Alfa and this is the 

biggest share compared to the other countries. Andersson tells that when Alfa entered the 

Chinese market the majority of the managers were non-Chinese but not necessarily Swedish 

either. 

“Actually, when we started the business in China, I would say 80% of the management 

team was foreigners, so called transferred employees.” 

The reason for the high level of expatiates was, according to Andersson, that almost nobody 

in China knew about the company. Alfa was already famous at many places around the world 

but the Chinese mainstream population had no relationship to the company. And therefore, 

Andersson explains, that it was needed to use experienced and professional staff to implement 

the company within China. They needed to promote Alfa in China so that the population 

would understand the greatness of the company and to build up the brand at the same way as 

it was around the world. The professional and experienced managers were selected from other 

parts of the organization and came from all around the world. The aim of this entering 

process, was to set up the whole brand in the right way, which included an implementation of 

the organization culture, the way of working and how to do business with the customers and 

the suppliers. According to Andersson, it was also important to mediate the range of Alfa so 

that the new employees get the right mindset regarding the business and organization. 

Andersson states that is was almost a must to use expatriates, or transferred employees as they 
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call it at Alfa, since the level of knowledge was zero before they opened their first purchasing 

office in the area. There was a need to put the best and the right person at the managerial 

positions, mostly the top management positions, but also some of the middle manager 

positions such as the business development managers. This because this position is part of 

Alfas purchasing core competences. And another reason for using foreigners as middle 

managers was because the local people were doing quite good business and are very good at 

what they do, but they lacked English knowledge at that time. This was around the end of the 

90s.   

Anderson then additionally states that the language problem gradually started to change and 

around year 2004 and 2005 the range of English speaking Chinese was much bigger. 

Andersson also explains that the average Chinese was still not very good at English. But the 

locals that Alfa recruited during their first period in China, in the 90s, had by 2004 and 2005 

grown up and learned English. This is part of Alfa‟s strategy, to develop a sustainable talent 

pool, so they do not have to recruit the management positions externally. Andersson argues of 

the importance of using the best, knowledgeable people to set up Alfa when entering a new 

market because one of the manager key responsibilities is to develop the local talent pool. 

This, to create a sustainable competence environment within the organization. So those who 

were targeted as potential or successor in the 90s had then grown up in the middle of 00‟s, and 

gained experience. And by this time, the managers, the competence positions like the business 

development managers, then started to be replaced by the locals. And Andersson explains that 

this an ongoing trend for their operation in China. 

This replacement process resulted how the top management team looks today, within the 

purchasing in China. Andersson explains that today the top management team is represented 

by eight people, were only two of them are expatriates. The reasons that those two still are 

expatriates are many. The first position is the site manager of Alfa‟s purchasing office in 

Qingdao. Andersson explains that Alfa has three purchasing offices in China; Shanghai, 

Qingdao and Shenzhen. Qingdao is the smallest division in China and the talent pool is not 

growing very fast. Therefore, Andersson states that it sometimes is challenging for them to 

find the right person to fill some positions. Most of those who work in Shanghai and 

Shenzhen do not want to transfer to a smaller city. The expatriates on the other hand care 

more about the working task and position while transferring. 

“For the expatriates, it is not that important which city to live in since it is already far 

away, but their work tasks and employee positions matter. So in this case, it is easier to 

get a transfer employee instead of a local, to take this job.” 

The second expatriate that is part of the top management team works as a sustainability 

manager. This is an area that has grown rapidly and Alfa has a leading position within this 

area. This person needs to be experienced and know what is needed and how the leading 

countries are working. Andersson argues that this area is not well developed in China and 

therefore there is a gap in knowledge. And this leads to a lack of candidates for this position 

among the local staff. 
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In Alfa there is a policy for hiring local staff as priority. The strategy of Alfa is to develop 

their own talent pool, so they do not have to recruit from elsewhere. Andersson tells that, for 

example if a position needs a foreigner you have to define why you cannot use a local 

employee for this position. 

4.2 BETA 

Beta is a law firm that works with Swedish and international companies worldwide. Except in 

Sweden, there are corporate offices in the countries: China, USA, Germany, Russia and 

Belgium. The number of employees for the company extends up to 520 employees, and their 

main goal is to offer its clients in business and industry groups, a strong legal- and high 

industry competence. Beta was formed in 1990 through a merger of two Swedish law firms. 

The two companies had been around since the 40‟s and 50‟s, and both of the two agencies 

were established internationally before their merger. The reason for Beta‟s interest in 

international activities is simple, as one of their strategic decisions is to be available for their 

clients around the world, where there is a need for their services. In generally, large and 

medium-sized Swedish companies are the core among their clients. The large companies that 

Beta is working with are most often listed multinational enterprises. But their main clients are 

not only the large companies, it is also the middle sized companies that are just below the 

large companies. 

One of the seven offices that Beta has abroad is stationed in Shanghai, China. The operations 

in Shanghai and also the one that Beta has in Hong Kong opened in 2007, on the occasion of 

that there was a demand for legal consultation for their clients operating in China, as the 

market works differently than the Swedish market. In other words, Beta serves as the bridge 

between China and their clients who are mostly Swedish. The respondent is Bengtsson, who 

is the CEO/Partner for Shanghai since 2014. Bengtsson has previous international experience 

in the same industry and company, as having previously worked for the company's office in 

New York. 

When it comes to the entry-phase in China, Bengtsson claims that entering the Chinese 

market was a challenge as it is a very dynamic place with different views of how things 

should work, than people have in the western countries. Despite the difficulty of establishing 

the company in such an environment, Bengtsson claims that the company believes that it has 

been rewarding and fun. But still it has required a lot of thought through decisions when it 

comes to recruiting staff. Bengtsson further explains that because of the Chinese restrictions 

that concerns foreigners‟ rights to operate in the country, a need for recruiting and cooperate 

with Chinese lawyers was created, so that the company could become established in China. 

This because of the simple reason, that Beta is seen as a foreign law firm by the Chinese 

government. Which means that they do not have the same rights to work in the country as a 

Chinese company has. This is according to Bengtsson due to that the country wants to protect 

their own domestic businesses and residents from the foreign forces that enter the country. 

"We are not allowed to apply or practicing Chinese law. But we can advise our clients 

about the Chinese legal culture." 
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Beta was established in China in 2007 with two Swedish managers situated in Shanghai. 

Bengtsson claims that the reason for having two Swedish managers when entering the 

Chinese market was because the firm wanted someone who could keep the company's 

Swedish culture alive. The decision-makers behind the choice of who should be appointed 

leadership roles in the company, are according to Bengtsson their board and CEO. The 

decisions are based on internal discussions involving the entire business. 

As it stands at present, Bengtsson is the only Swedish and expatriate left on the office in 

Shanghai. However, Bengtsson says that there have been more expatriates before but since the 

beginning of 2015 Bengtsson has been the only Swedish link from the Shanghai office. 

Despite the fact that there is only one expatriate left in the office in Shanghai, Bengtsson says 

that it would be preferable to have at least one more expatriate to manage the operations in 

Shanghai. The reason is due to that Bengtsson feels that there is a lack of communication with 

the local employees when it comes to discussing ideas and the business. The reason for this is 

believed to be due to that an open relationship between managers and other employees do not 

exist in China to the same extent as it does in Sweden. To better position Beta as a company 

towards cultural differences between the parent-company nationals and local Chinese 

employees, the company has an office manager, who is working under Bengtsson. The office 

manager is a host-country national which takes care of practical details such as reception, 

driver, secretary etc. Using a local office manager is according to Bengtsson due to their 

language skills. 

Something Bengtsson claims to influence Beta's choice of manager and other staff during 

both of the establishment phase and the post-entry phase is to find a person who understands 

the Western tradition and way of acting. And also to find someone who is loyal to the 

company, since corruption is a commonly occurring phenomenon in China. Although 

Bengtsson highlighted above reasons for making use of expatriate managers, the need to have 

a local manager is also highlighted, as he or she can facilitate communication with other 

Chinese stakeholders. However, Bengtsson points out that there will always be a Swedish top 

manager who works at the foreign offices as the company mainly works with Scandinavian 

clients. Bengtsson states that one reason is to simplify the communication with their clients.  

“It always easier to speak Swedish with a Swedish person.” 

But also that the understanding for the clients‟ needs is greater if you have the same 

background, such as nationality.  

4.3 GAMMA 

Gamma is a company that works as subcontractors for various industrial projects, where 

processing of various materials such as sheet metal, metal and plastic are offered. In 1985 the 

company was founded by a Swedish family in southern Sweden and has since then been 

privately owned. In essence, the company is geographically located in Sweden but also has 

facilities in China and in Poland. Although the company has chosen to operate in China due to 

the Free Trade Zone that exists in Shanghai and reduced production costs, the majority of 
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customers in that part of the world are Swedish and other international companies. Gamma 

has been present in China since 2006 and has 112 employees at the office in Shanghai. The 

respondent is Gustavsson that has been working in China as Managing Director for the 

company since 2014, when replacing another Swedish manager. Gustavsson states that it is 

due to prior work experience in the Asian region that has opened up the opportunity for work 

at Gamma in China. 

When it comes to recruiting managers for the firm‟s international activities, Gustavsson states 

that the company does not have any policies about who should be appointed a managerial 

position. However, Gustavsson claims that the company thinks it is better to have a Swedish 

Managing Director as the transparency in the company will be better and the implementation 

of the “right” values of the firm will be simplified. This is, according to Gustavsson, the 

reasons why the firm chose to have Swedish expatriate managers when entering the Chinese 

market. This Swedish expatriate stayed for a couple of years on the Managing Director 

position, and when it was time to move on, this expatriate was replaced by a Chinese. This 

was a plan that Gamma has had from the beginning when entering China, to replace the 

Swedish manager with a local manager. During the company's establishment in China, 

prejudices about the cultural differences have emerged. Gustavsson describes that the 

corruption problem is something that everyone that is operating in China should be aware of. 

Even though it is getting better, there is still an issue that needs to been taken into account. 

Gustavsson also enlightens, that a manager‟s job is different in China than in Sweden, and 

that it therefore requires clarity to the employees when managing the business in China. 

“The difference between working with Chinese and Swedish people, is that you need to be 

clearer to a Chinese about what should be done [...] And there is more that lands on my 

desk when I manage in China than when I manage in Sweden.” 

Gamma found it difficult to have a Chinese at the Managing Director position. Gustavsson 

explains that the main problem was loss in transparency between the headquarters in Sweden 

and the office in China. Therefore, Gamma decided to change back from the Chinese 

Managing Director to a Swedish expatriate again. At the moment, Gustavsson is the only 

Swedish employee working for the company in China. So there have been changes during the 

firm‟s operating time in Shanghai when it comes to the type and number of managers. 

Gustavsson says that the company in year 2013, sent two Swedish expatriates to the activities 

in China, for making new implementations of component production and transfer a new 

Swedish machine system. After about three years of successful implementations, the two 

Swedish expatriate were replaced by three Chinese from inside the company as they only 

were there for temporary work. Two of the locals were assigned tasks relating to the machine 

system. The third Chinese took over full responsibility for component business. The reason 

for sending two Swedish expatriates initially with the task of implementing new systems and 

production methods, is according to Gustavsson a question regarding knowledge and 

transferring of a machine system. 
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4.4 DELTA 

Delta is an international company that works with different brands and products through 

development, production and procurement. Their main areas that they work with are 

Corporate Promo, Sports & Leisure and Gifts & Home Furnishings. The company was 

established in 1990 in Sweden and has since expanded its operations in Europe, Asia and 

North America. Delta has been in China since 2003 and it was because China was an 

upcoming market that the firm decided to enter the market. Especially due to the low cost of 

production and the opportunity for sales. The main task for the office in China is to handle the 

whole company‟s purchasing, but the office does also work with smaller business areas, such 

as production and trading to companies outside of the Delta Company. But also a small 

department that works with sales to Chinese customers. The head office for Asia is situated in 

Shanghai and the decided corporate language is English. Davidsson is the respondent and has 

been working for the office in China as the CEO for Asia since 5 years back. 

The firm had a Chinese CEO when they entered the Chinese market. Davidsson says that 

using a Chinese manager in the top positions when entering the Chinese market is a must. 

This because it will be easier to establish a solid network in the new market. And even before 

the CEO position was awarded to Davidsson, there was an American expatriate who was 

assigned the title of CEO for the Asian section. At the time Davidsson replaced the American 

CEO, Davidsson‟s goal was to implement a more Delta way of thinking.  

“We are a Swedish company and it is important that this is embedded and has an impact 

even in our offices outside Sweden.” 

In today's top management team for the Asian section, there are three Chinese. Davidsson 

argues that these three have a good understanding of the firm‟s objectives and culture. And 

the position right under Davidsson, is assigned one of the Chinese managers.  This is because 

this person has worked alongside with Davidsson for over 23 years and the other Chinese in 

the top management team has worked for Delta for approximately 9 years. The three local 

managers have, according to Davidsson, a sense of what is demanded from the company and 

are therefore included in the team. The other half of the team is Swedish, but to reduce their 

costs Delta have only two Swedish expatriates except Davidsson and the rest are local 

employed.  

Davidsson states that the reason to use Chinese people in the top management team is because 

they can provide the office with directives and decisions, in a more effective way, the Chinese 

way. Davidsson further explains that by using Chinese top managers it also gives them a 

greater ability to negotiate prices with the factories. But, Davidsson explains that it fore sure 

brings problems as well. Gamma has to fully trust them because of their positions, but 

Chinese people are incredibly difficult to control. Therefore, Delta has chosen to not give all 

the power to the Chinese managers and they therefore have the Swedish managers there so 

they can control them easier. Davidsson claims another reason that they have chosen to recruit 

Swedish people for the Asian top management team is to bring and preserve the Swedish 

company culture. 
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Although Delta choose to look at the individual's competence and whether they have 

characteristics that fit the entrepreneurial way of thinking when they recruit managers, it is not 

easy for the company to choose between local and expatriates. Davidsson says that loyalty 

weigh heavily in the selection of managers, when companies are on the Chinese market as the 

firms can easily run into corruption. Because of this, there is always an uncertainty in the 

choice of using a local manager or other local staff. 

"If we had had a Chinese Top Management Team, it would have meant a greater risk for 

the company to be cheated." 

Still, Davidsson encourage the employees to make own decisions and be more independent. 

Davidsson explains that it is something that is under development in the office, but there has 

been progress. 

Delta has also chosen to have host-country national middle managers. And Davidsson 

explains that the main reason is because most of the daily work is performed in their 

language. This because the closest units in the supply chain are Chinese speaking. Delta also 

requires host-country nationality on the middle managers because they have the knowledge 

regarding how to do businesses in China and with Chinese suppliers.  

4.5 EPSILON 

Epsilon is a multinational company that is among the world leaders in its three business areas, 

that focusing on developing and manufacturing personal care products, soft paper and forest 

industry products. The company was founded in 1929 and their sales of their many strong 

brands take place in approximately 100 countries. The number of employees worldwide is 

reached approximately to 44,000 employees. Epsilon has been in Asia since the 90s, but the 

business in China has been around since 2005. Two years after Epsilon managed to enter the 

Chinese market, the company managed to buy ownership and voting shares to have the 

majority over a Chinese soft paper company. The respondent is Eriksson who has been 

responsible for managing the hygiene section for the company in five years. Eriksson 

previously worked at the headquarters with business development strategy and Mergers & 

Acquisition. 

At the company's establishment in China, Epsilon found a solution to get access to an 

established distribution channel by acquiring a Chinese soft paper company. By doing this, 

Epsilon got access to knowledge regarding the market and then possessed the information on 

how to do business with China and how to work with the Chinese suppliers. When Epsilon 

established itself in China, the majority of managers were expatriates. Eriksson believes that it 

is normal for a company that establish themselves abroad to at least have a main management 

that is expatriates. And that the company then recruits local sellers, marketers and people for 

the support functions. The reason for the employment structure is that Epsilon wants 

managers who can convey the culture and approach that the company uses and conducts. 

It is decided that Eriksson will leave the CEO post in China within a few weeks but it is also 

decided that no Swedish will take over the manager position. Eriksson states that it is thanks 
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to Epsilon's unique set-up in Asia, that this decision has been taken. Epsilon has realized that 

by acquiring a Chinese firm they can reduce the complexity of international activities by 

handing over large parts of the business process to the host-country nationals and transfer 

expertise from Sweden when and if it is needed. 

“From the political side, it becomes more and more difficult for Western companies to sell 

products here in China [...] And therefore we have chosen to ensure that we have the 

Chinese set-up. The company that we acquired is a company that we've worked with a 

long time, which we control, but we get the entire Chinese skills which I believe is needed 

out here [...] We have a long process and it takes a long time to make decisions and so on. 

But the Chinese are known for being fast and fearless. And to work on this market, you 

cannot work on taking important decisions, and let things go the long way. You have to be 

quick. Then maybe it is not done right in the beginning, but then you have to adjust as you 

go further on. And what we have told the company that we acquired is that they will be 

responsible for the operations and then we will support them with innovations, marketing, 

building strong brands and premium products, which is very important.” 

Eriksson says that the business in China shortly only will have four expatriates working out of 

total 10 000 employees. One CEO and CFO (Chief Financial Officer) and two that will work 

with the support function. Epsilon does not have any specific policy on how the management 

team should be, but Eriksson claims that cooperation with strong local players will provide 

security for the company, where both parties are dependent on each other's competencies and 

skills.  

4.6 ETA 

Eta is the largest Swedish bank in terms of number of customers, which is estimated to 7.2 

million retail customers and around 600,000 corporate customers. Eta‟s first bank was 

founded in Gothenburg, Sweden in the year 1820 and today Eta is a fusion of various savings 

banks. And besides that, the bank is a recognized international group that operates in 

countries like the United States, Luxembourg and China. Eta opened their office in China, 

Shanghai, for about 15 years ago. And their main task is to consult companies with businesses 

in China. Eta also works as the “spider in the web” to help the Swedish and other Nordic and 

also Baltic companies that in some way have a relationship with China. The respondent, 

Evertsson, is the CEO of the Asian region and has been working with this kind of 

responsibility for about 15-20 years. 

Evertsson explains that Eta was and still is quite unique regarding their managerial selection, 

at least when comparing with the other companies operating in the same industry. Very early 

in Eta‟s internationalization process, the company decided to work in a certain way while 

operating in so called regulatory intensive countries. 

“We do not have an official policy regarding the choice of the managers, but there is an 

unspoken rule that in regulatory intensive countries we should have a local manager as 

the number one manager.” 



36 
 

This is a term that is used in this industry and refers to a country that has a lot of regulations 

and inspectors that supervise the company. According to Evertsson, Eta has chosen to always 

have a local person at the highest position in the host-country. This because, for example in 

China there are a lot of dealing with authorities every day. And by using a local person as the 

number one in the company will be perceived and treated in a different way than if they 

would have had an expatriate as the number one. By using a person from the host-country as 

the so called number one, do not necessarily means that this person is the most powerful 

within the company, but according to Evertsson it looks like it from the authorities‟ 

perspective. This person needs to possess enough knowledge to answer the questions that 

might come up while representing the company. It is explained by Evertsson that this position 

is more a matter of responsibility than other work tasks. 

Therefore, already in the entering phase, it was important for us to hire a Chinese at this 

position, so that Eta was accepted from the authorities from the beginning. As mention, 

Evertsson states that Eta has a need to have a person that can represent them while dealing 

with authorities, but also someone that could communicate with the staff. Since the staff in the 

Shanghai office only are Chinese, except for one, there has to be a Chinese speaking person at 

the office top management level. It would be difficult to have an expatriate as the top manager 

in the Chinese office because the expatriate often lacks the language skills that are needed. 

Evertsson further states that Eta is working with local authorities and they expect you to 

understand the local language. If the manager does not, the company will have to hire an 

interpreter and in this industry the lead-time is often very short and therefore it will be a load 

to rely on an interpreter. 

Evertsson further states that is important to say that they have not left all the responsibility in 

the hands of a Chinese manager. Already from the beginning Eta also decided to have a 

Swedish expatriate alongside with the Chinese manager. In other words, Eta has two top 

managers. One, more or less works as the face of the company, to the local market. And one 

controls the more daily work tasks with the customers. 

It is a big difference to have a Chinese manager versus having a Swedish manager. The 

Chinese manager will never take responsibility if something goes wrong. Evertsson explains 

that the Chinese manager instead most likely will point finger at someone else rather than take 

the blame. Evertsson also describes that a Chinese manager do not have the same instinct to 

do a follow up and check that tasks are accomplished. And this is something that Evertsson is 

working with a lot, to get the Chinese manager to understand that this is important. Evertsson 

also states that it is important to understand that a Swedish management system do not work 

in China. 

“If you tell a Swedish person, could you look this up until Monday? The Swedish person 

would have done that until Monday. In China on the other hand you need to be more 

specific. You need to say, I need you to do this until Monday.” 

Evertsson tells that Eta‟s Chinese top manager has been working at the same position from the 

beginning of Eta‟s entry in China. And Evertsson is still developing this person's 
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understanding for how to act more Swedish. Evertsson explains that by having a manager 

from the host-country, you are more likely to be cheated on than if you have an expatriate. 

But on the other hand, if you choose to have an expatriate as the manager, this one would 

probably instead be scammed by the authorities and the employees.   

Evertsson explains that to implement a more Swedish thinking, Eta for instance have at least 

one Swedish manager at the office to promote the Swedish way of thinking and doing.  And 

the fact that Evertsson has a standard of being at the Shanghai office at least 6 times a year it 

contributes to a higher Swedish work climate in the office. 

“I have to check that the Chinese manager says hello to the employees in the morning 

when entering the office, instead of just passing by.” 

According to Evertsson, Eta needs to have one Swedish employee that represents Sweden at 

the Chinese office. The expatriate will then act as an intermediator between Sweden and 

China and handle the connection to Sweden. Therefore, Alfa has chosen to have one Chinese 

manager and one Swedish manager. Those two are working at the same level but with 

different things. 

Evertsson claims that it is almost impossible for the companies to find an expatriate that wants 

to move to China, because of the environmental factors that prevail in the cities. The 

expatriate is also very expensive for the company. For instant, Evertsson explains that the 

kindergarten costs around 250000 RMB (310000 SEK) per semester. But what costs the most 

is that the expatriate is generally in the country for 2-3 years. During year one, the expatriate 

mostly focuses on wondering why he or she is there. The second year he or she has got a hang 

of everything and starts to enjoy it, and the third year the expatriates only focus on what to do 

when he or she is coming back to Sweden. 

4.7 SIGMA 

Sigma is a state owned international company that works through consulting in over 50 

countries. Their mission is to work as a strategic advisor and provide support to its clients. 

The clients are mainly Swedish companies working or planning to work in an international 

market. However, Sigma also aims to attract foreign companies to make investments in 

Sweden. The company has existed since the beginning of 2013, when a merger of two state 

owned departments were conducted. In China, the company has chosen to look at health care, 

transportation and retail, as they see large opportunities for Swedish companies in that 

geographical area. Together with the Swedish royal family and Swedish ministers, Sigma 

invests in large project to support companies' operations in China and Sweden. Consulting for 

individual companies are also offered to facilitate companies' businesses abroad. Sigma has 

approximately 500 employees and China is the company's largest market globally, with two 

offices, Beijing and Shanghai. Shanghai is the largest business where they are helping and 

supporting about 250 companies. The respondent is Svensson who is the market unit manager 

for east and west China, and has been at this position since 2009. Svensson has been working 

for Sigma since 2003, but started in Taiwan and moved to Shanghai in 2007.  
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Although, Svensson is reasoning about the gap of skills in China, a large development has 

occurred in terms of the Swedish company's recruitment of Chinese managers. 20 years ago it 

was a given that the Swedish companies that would be established in China sent Swedish 

managers to lead over the process. But nowadays it varies. Svensson sees a trend of small and 

medium-sized enterprises employ Chinese managers directly in the process of 

internationalization and that the larger Swedish companies usually use Swedish managers.  

"If you say you came here the first time in the 70s, some came in the 80s but mainly 90s, 

you were going with a group of expatriates to start up the business. Because the 

competence in the Chinese industries was very small. Back then it was more expatriates 

who started up the business, to bring up the culture, conduct businesses, get everything 

right, they were a whole team. And then when the business has been in China for a long 

time, the amount of expatriates decreases and they are replaced by local managers, as 

they feel that the locals can do the job. Then some expatriates will be sent when it is 

needed, as technical expatriates. Some major companies have a policy that they retain the 

head management as Swedish. Not everyone has it. Here we're talking about maybe in the 

90's, 2000's, 2005. Then when the big companies came to China, then it was always a lot 

of expatriates. Even when Volvo Cars came, which was four years ago, they brought 70 

families to start everything. Now it's like 20 families left."  

Svensson states that the company currently has one-quarter to one-third expatriates, and the 

rest of the parts are locals. The argument to why the company uses Swedish managers instead 

of host-country national managers is that it is important to have individuals who understand 

the need and conditions of the Swedish companies that the company works with. Svensson 

states that the need to employ Chinese people is due to their understanding of how business 

should be done on the Chinese market and also due to their Chinese linguistic knowledge. 

However, Svensson argues that there is an underlying problem when it comes to finding 

qualified Chinese to work for the company. 

"Here in China you will find people who are really good, that can their thing, but they 

might not have the development part, as we have in Sweden. And here it is very different. 

It is difficult to find the right profile for the required job. We more or less have to educate 

the person, to know that they can perform to what is needed. It is the biggest challenge 

that companies have to deal with. " 

Svensson says that in general, there are many Swedish companies that are concerned about 

recruiting Chinese individuals due to their different way of operating, compared with the 

Swedish people. But also due to the risk of getting copied by other competitors as this is a 

very common phenomenon in the Chinese business culture. 

Currently, according to Svensson, the general image of Swedish companies that exist in 

China, the number of expatriate managers decreases. This is mainly due to that an expatriate 

manager is a major cost for companies, but also because it has become more difficult to find 

qualified individuals as many rather choose to stay in Sweden. However, despite this 

Svensson claims that Shanghai is still a very attractive area to operate in, and that the number 
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of expatriate managers are still great, but it also depends on which phase the company exists 

in. Another reason for that companies reduce the number of expatriates is according to 

Svensson because companies feel more secure about the Chinese market after they managed 

to establish themselves. Despite this, Svensson claims that the use of expatriates in general 

cannot be completely removed as the local expertise in many industry areas do not exist. 

Svensson says that there is a trend among companies that sell to Swedish, to use Swedish 

managers. But for companies that have Chinese customers and suppliers, companies often 

realize that there is no need for expatriate managers.  

4.8 THETA  

Theta takes care of various activities that improve or somehow develops its members' 

business interests in China. Theta stems from an informal together merging of chief 

representatives of Swedish companies in China. The interest then was to share different ideas 

and business problems that had or could occur on the Chinese market. Their main activity is 

to provide its members with information, events and lobbying in regard to their common 

business interests in China. From the start, Theta had 30 member companies and today they 

have almost 300, and this is a result of the major expansion of companies entering China. 

Even though Theta has been here since 1998, most of the members have joined during the last 

15 years, which reflects Theta‟s development. Theta started in Beijing but they opened an 

office in Shanghai 7-8 years ago and today the majority of the members belong to the 

Shanghai office. At the Shanghai office there are three employees. And the respondent, 

Turesson, has been working at Theta for 2 years now, and arrived to China for about 3 years 

ago. Turesson is the office manager in Shanghai and mostly works with the event planning, 

such as seminars, educations and get-togethers. But Turesson do also work with the 

recruitment of new member companies. Most members are Swedish companies, but there are 

also non-Swedish companies that work towards the Swedish market. Theta‟s main task is 

therefore to interlace the Swedish company community and in some way create a Swedish 

feeling. Theta operates only where the members want them to be.   

“Theta has no raison d'etre without our members.” 

Turesson explains that through this profession a lot of knowledge regarding the market can be 

gathered. And all the events that Theta arranges, Turesson gets to meet a lot of different 

companies and a lot of people at different position within the companies.  

From what Turesson has heard and experienced about the way companies entering China, 

there has not really been a big change in the way of thinking while choosing manager. The 

large companies that entering the Chinese market (which are not many, since almost everyone 

is already here) do still come with a lot of expatriates to set up the new division. The reason is 

mostly because the company wants to put their mark at things and implement “the right way” 

to work. Turesson explains that another reason is that the level of skills and knowledge is still 

too low compared to the Swedish level. And the expatriates will be sent for a one-time project 

for implementation, and has no intention to stay long in the new branch.  
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Turesson further explains that the majority of the new companies that entering the Chinese 

market are the small-sized ones. And those companies cannot afford to hire expensive 

expatriates, and they therefore hire single individuals that do not need to have the luxury that 

the most experienced manager demands. Turesson claims that it would be difficult and 

challenging to enter the Chinese market with a host-country national manager, with the 

highest decision power for the Chinese office. This because it would be difficult to implement 

the right company culture.  But Turesson, do not believe it is those companies that entering 

the Chinese market, that questioning whether they should have expatriates or host-country 

national managers. Instead Turesson thinks it is those that have been there for a longer time. 

And by that Turesson states that it is a matter of which majority phase the company is in, 

whether they pull back their expatriates from the host-country or not.   

Turesson claims that nowadays not many big companies are entering China as they did 

before. Because the big Swedish companies are already established in the area or due to the 

fact that some companies have chosen not to establish themselves in the country. However, 

today it is common for the smaller companies to establish themselves in the country. 

According to Turesson, it is now common to replace one expatriate manager, whose contract 

has expired, with a Chinese. And if it would be that the company chooses to replace one 

expatriate manager with another Westerner, the individual would very likely be hired locally, 

as the employment of expatriate is a major cost issue for firms in China. However, Turesson 

claims that Swedish companies in China have more options when it comes to the selection of 

managers, than they had about 30 years ago. This is very much because it is no longer as 

difficult to find a Chinese person with the same qualifications as an expatriate, and also 

because the locals might have worked for the company for many years. Despite the change 

between the choice of expatriate and local managers in the post-entry phase, Turesson argues 

that many of the major Swedish companies often make the mistake of sending home their 

expatriate managers to early, when the company was not ready to operate without them. 

Despite this fact, Turesson says that nowadays it is easier to find a local manager suited for 

CEO assignments than to find a local with specific skills as for example a middle manager is 

required to have. 
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5 Analysis 

This chapter provides an in-depth analysis of the empirical data which are made through 

cross-case analysis. The chapter starts with an analyze of the entry-phase to find what 

features characterize this operationalization phase. Later on we analyze the characteristic in 

the post-entry phase and narrow it down to the three significant factors that can be found in 

the cases as the most common ones.  

5.1 Entry-Phase  

The most common managerial selection in the entry-phase was to have expatriates in the top 

management team when establishing in a new foreign market. Which is the type of selection 

that was done by the companies Alfa, Beta, Delta, Epsilon and Gamma. This is something that 

Briscoe and Schuler (2004) and Chitakornkijsil (2010) enlighten when claiming that a firm‟s 

international strategy of control will have an impact on the selection of managers. In Beta, this 

is shown by using two Swedish managers in the entry-phase with the explanation to keep the 

firm‟s Swedish culture alive. Also Gamma, Delta, Alfa and Epsilon used Swedish managers 

when entering the Chinese market, to get the company culture implemented. Despite this, 

Alfa differed from many of the companies by not only focusing on either parent- or host-

country national managers when entering the Chinese market. Instead, Alfa mostly sent 

expatriates, or as they would say “transferred employees”, from other parts of the world, as 

they according to the firm where experienced employees that could build up the company 

brand and culture. This goes in line with Holtbrügge and Mohr (2011), who state that using 

third-country nationals is beneficial for a firm‟s internationalization process, as they will not 

favor a party over another.  The two companies Delta and Eta clearly stand out as they have 

had a different managerial selection than the majority of the companies had. As Delta used a 

local CEO and Eta had one local and one Swedish CEO at the same time. Both of the 

companies argue that their selection of using a local top manager is due to the benefits of the 

local‟s network that could be used for the firms‟ operations. They seem to acknowledge the 

benefits, stated by Zheng, Zhow, Lam and Tse (2006), of having a local manager, as they can 

provide the firm with valuable knowledge that is from his or her social and cultural 

background. 

When it comes to the entry-phase, the theory that this study made use of, can be matched with 

the empirical data collected. In other words, it is clear that the majority of companies choose 

to make use of expatriate managers, for the most part parent-country nationals. It can also be 

seen that the majority of companies have built their managerial selection decisions on the 

prioritization of corporate culture implementation, which also according to Briscoe and 

Schuler (2004) and Chitakornkijsil (2010) can be achieved through using Ethnocentrism as a 

strategy of control. Which indicates a selection of parent-country managers with an 

assignment to maintain the culture of the parent-company. This can also be emphasized by the 

companies Sigma and Theta‟s general perception of foreign companies' choice of managers 

for the entry-phase. Svensson from Sigma states that there nowadays is a variation of 

managers when Swedish companies are entering China, but that large Swedish companies in 
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the process of internationalization still use Swedish expatriate managers. Turesson from Theta 

also claims that the large companies are using expatriates when entering the Chinese market. 

5.2 Post-Entry Phase  

When it comes to the post-entry phase, the trend is that the majority of the company's number 

of expatriate managers decreases. But it also turns out that the majority of companies choose 

to retain at least a top manager who is a Swedish expatriate, that usually is assigned with a 

CEO post. This is lifted by all the companies studied except of Alfa. Beta, Delta, Epsilon, Eta 

and Gamma have reduced the number of expatriate managers in their companies by replacing 

them with host-country nationals, who then often will be disconnected to the implementation 

responsibility for the firm. Despite that, the just-mentioned companies choose to maintain a 

Swedish expatriate top manager to check that the units in China are following the corporate 

values and way of working. This is something that Gong (2003) highlights when claiming that 

shared values between parent- and host-country units will increase the cultural control and 

help the company to achieve their goals. Alfa is the only of the studied companies that differ 

from the others by not necessarily have Swedish expatriate as managers. Instead Alfa is using 

expatriate managers from different parts of the world, which in one way or another have a 

history within the company and that also have embraced the firm‟s values. According to 

Andersson, Alfa wants managers that have the knowledge about the company‟s culture and 

how the company operates. This confirms Seol and Sarkis‟ (2005) statement that a manager 

needs to possess organizational skills. However, Andersson from Alfa claims that the 

company is aiming to replace expatriate managers with host-country nationals, which is 

achieved through their internal training pool. According to Evertsson from Eta, Svensson 

from Sigma and Turesson from Theta, the decreasing number of expatriates have in some 

extent too, due with the costs of having an expatriate manager. They claim that the expenses 

that companies have to pay for having expatriate managers forces some firms to hire local 

managers instead. To gain local market knowledge i.e. how to communicate and operate, 

Epsilon, Delta and Eta use host-country national managers, which Svensson at Sigma also 

confirms as a general view among Swedish companies that operates in China. Turesson also 

claims that the change of managers depends on the maturity phase the company is in. We 

claim that is because there is no longer a large need of implementation of new things within 

the company when they enter a more mature phase in the company‟s lifecycle.  

Further on, we narrow down to three underlying factors that influences the managerial 

selection, which were found as common features among most of the cases. We have also 

identified indirect factors; control, market maturity and stakeholder that will have impact on 

the three features; trust, knowledge gap and legitimacy. This is summarized in Figure 5.1. 
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Figure 5.1. Illustrates common factors that influence managerial selections in the host-

country. Trust is a factor that is evaluated towards the intended host-country manager. The 

knowledge gap is a factor that is evaluated between the company and the intended host-

country manager and legitimacy is a factor that is based on the company’s commitment 

towards the host-country market. 

5.2.1 Trust  

Throughout the empirical data, loyalty and trust have been mentioned in the reasoning for the 

selection of managers in the post-entry phase, which is lifted up by Beta, Delta, Epsilon, Eta, 

Gamma and Sigma. Epsilon chose to hand over responsibility and large managing parts to a 

Chinese company that was partly acquired. Eriksson states that the company has been 

working with the partly acquired company for a long time and can therefore exchange skills 

and experiences with each other. Despite this, Epsilon still keeps four expatriates to monitor 

the activities in China. Epsilon‟s decision of keeping some expatriates in China goes in line 

with Volkmar (2003), who states that it is not sure that a local manager will make similar 

decisions under similar situations as the parent-company would prefer them to do, as they 

might not have a similar world-view. Eta also argues about not wanting to leave all the 

responsibility in the hands of Chinese managers, as they, according to Evert will not take the 

responsibility if somethings goes wrong. This indicates that there is a lack of trust when it 

comes to using local managers. This concern, confirm Schwens and Kabst‟s (2009a) 

statement that companies that work in a foreign country are likely to experience a low liability 

and trustworthiness of host-country nationals as their information flow of economics, laws, 

languages and policies differ. Beta, Delta, Gamma and Sigma point out that corruption in 

China is common and can affect the businesses that exist on the Chinese market, which in turn 

affects their selection of managers and other employees, as it is a question of loyalty. 

Evertsson says that selection of managers in China will involve options relating to either, the 

companies hire local managers and other employees. Which might increase the risk that the 

firms‟ guidelines are not followed, and that the companies become exposed to corruption. Or, 
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the companies use expatriate managers, which can lead to that companies being cheated by 

the authorities or other stakeholders. Davidsson at Delta also explains that they always find an 

uncertainty when deciding to use a local manager or local staff in general. 

Given the empirical data that was gathered for this study, trust has a big impact on companies‟ 

selection of managers. If fulfillment of premises is succeeded, such as companies knowing an 

individual well, the chance for her or him to be appointed a manager role in the company is 

increased. An example of this is Alfa's use of an internal recruitment pool, which involves 

recruiting host-country nationals who have been internally trained for future managerial roles 

within the firm. This strategy demonstrates that trust is an important underlying factor in the 

selection of managers and that it also depends on whether trust is considered high or low in, 

for example, using host-country national managers. In other words, the level of trust is likely 

to provide different outcomes for the selection of managers. In the case of Alfa, a low trust in 

host-country nationals was claimed when the company expressed that the host-country 

nationals did not possess the knowledge of how the organization should be managed in “the 

right” way. I.e., the company did not trust host-country national to manage the activities in the 

host-country. This low level of trust in host-country nationals can be seen as an explanation 

for why Alfa was using expatriate managers during the entry-phase, as these expatriates were 

already shaped by the organization's values and approach. The fact that, trust is a factor that 

impacts the selection of managers can further be strengthened by Alfa‟s reasons for recruiting 

host-country national managers in the post-entry phase. Alfa demonstrates that the 

recruitment of host-country nationals is taken from their internal pool, that trains future 

leaders within the company. Through the use of the internal educational process, an increased 

level of trust in host-country nationals can be achieved, when the company has control over 

how they will be taught when it comes to working for Alfa and their values. However, the 

empirical data also demonstrates that a high trust of host-country nationals does not 

necessarily mean that the company replaces its entire top management team with host-country 

national managers. Even if the trend is seen to decrease the amount of expatriate managers. 

For example, Epsilon has had long time cooperation together with the partially acquired 

Chinese company and that they developed a high trust in. This gained trust lead to the 

outcome of giving managerial responsibilities to host-country nationals in the post-entry 

phase. Despite the high level of trust, Epsilon still wants to keep control by having some 

expatriate managers in the host-country. Which also is a pattern that fits in with all of the 

interviewed companies.  

With trust as an often occurring subject in the empirical data, it is seen that circumstances like 

the host-country‟s level of existing corruption will decrease the level of trust (-) in local 

managers. However, this can be countered by internal corporate training or developing a good 

relationship between the company and the host-country nationals. Which will increase the 

level of trust (+) and the possibilities for host-country nationals to be appointed a managerial 

role. The high and low level of trust and the suggested prioritizing when selecting managers is 

illustrated in Table 5.1. 
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5.2.2 Knowledge Gap 

Trust is not the only thing the cases have in common. In the empirical findings knowledge is 

something that has been noted in some of the cases. Alfa, Gamma, Epsilon, Sigma and Theta 

are all companies where knowledge is taken into account when making the decision regarding 

who should be a manager in the post-entry phase. It appears in the empirical data that there in 

some cases arise knowledge gaps between the parent-country and the host-country. 

These knowledge gaps are shown in different ways in the companies, were the main focus has 

been on choosing the right manager. For example, in Gamma the knowledge gap was 

identified by the way the company chose to implement new working processes, which was 

done through sending managers from the parent-country. Later on these managers handed 

over the responsibility to host-country employees, who have been trained of the parent-

country managers to carry on the new working tasks. This is mainly done because a lack of 

knowledge within certain areas. This therefore confirms Saremi, et al. (2009) and Seol and 

Sarkis‟ (2005) statements that the manager need to possess technical skills. This is also 

highlighted in Alfa, through the way of selecting manager. In Alfa almost no manager is 

recruited externally. Therefore, Alfa needs to possess a broad range of internally developed 

managers. And if the company enters a new market, it will be impossible for the company to 

recruit host-country national managers, since Alfa have not been able to build up a solid base 

of host-country national managers. The knowledge gap between the company and the host-

country will therefore decrease over time, but in Alfa there is still shown that the company 

faces knowledge gaps in the host-country. Andersson at Alfa explained that their internal 

management base is weaker in some parts of the host-country and some management 

positions are quite new which indicates of a lack of technical skills. 

Both Alfa and Gamma highlights the knowledge gap between the parent-country and the host-

country nationalities among the managers. This strengthens Shen and Edwards‟ (2004) 

statement that the host-country might lack skilled managers. In Epsilon on the other hand, the 

technical skills is also highlighted and aligns with Saremi, et al. (2009) and Seol and Sarkis‟ 

(2005) argument that the manager needs to possess technical skills. The management team in 

Epsilon comprises both host-country- and parent-country national managers and Eriksson at 

Epsilon explain this by stating that the host-country national managers possess other skills 

than the parent-country national managers do. 

The way Alfa carry through their sustainable internal management development, entails that 

the company ensures that the managers possess the right knowledge before they are given the 

managerial positions. This does, to some extent, acknowledges Chien and Chen (2008), 

Güngör et al. (2009), Mehrabad and Brojeny (2007) and Shih et al.‟s (2005) statements that 

the work experience also is a factor that needs to be taken into account when recruiting 

managers. 

To solve the knowledge gap, the companies have met the challenge in different ways. Both 

Sigma and Theta mention that the knowledge gap can be solved by using expatriate managers 

instead of using host-country national managers. Svensson at Sigma explains that expatriates 

still are used in the post-entry phase because experienced host-country nationals do not exist 
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in many industries and areas. This aligns with Chitakornkijsil‟s (2010) argument that the 

reason companies chose to use expatriates is because it does not exist qualified host-country 

national managers for the positions. Also Gamma uses this strategy while selecting managers. 

Alfa uses this strategy when their primary strategy fails. Alfa‟s main strategy is to develop the 

manager within the current country. This is done through so called talent pools at each 

division. This supports Wood and Els‟ (2000) statement that the company‟s overall strategy 

needs to take the development of the human resources within the company. It does also 

confirm Briscoe and Schuler‟s (2004) assertion regarding the need for the HRM to enable 

development of certain expertise and capabilities within the organization.  

Turesson at Theta mentions that today the host-country national managers in China are easier 

to find compared how it was a couple of years ago. Both because the companies that operate 

on the Chinese market have been there for a while and have then managed to recruit host-

country national employees and train them within the company. But also because the overall 

skills and knowledge among the Chinese population have progressed. Turesson at Theta also 

implies that it is easier to find a qualified host-country national manager for the higher 

positions in a company, than for the middle manager positions. We claim that this indicates 

that the chosen market (in China) for the selected empirical data still is under development 

and can be seen as an emerging market. On an emerging market a large knowledge gap (+) 

will most likely appears, if the parent-country has a more developed market than the host-

country. The knowledge gap will be smaller (-) if the knowledge level is more equal between 

both markets, which we claim is influenced by the markets majority phase. The different level 

of knowledge gap and the suggested prioritizing when selecting managers is illustrated in 

Table 5.1. 

Based on the collected empirical data, we imply that there are different types of knowledge 

gaps that allow companies to highly value expatriate managers, often because their knowledge 

concerning organizational and technical skills are higher than the knowledge of the host-

country nationals. This confirms Holtbrügge and Mohr‟s (2011) statement that different 

environments require different managers with different specific skills. This mentioned 

situation implies that the knowledge gap can be seen as big, or in other words having a high 

knowledge gap level. We claim that companies that are in the post-entry phase, can 

decrease the knowledge gap that exists in the host country, by for example doing as Alfa, 

which is to invest in host-country nationals by including them into their talent pool in order to 

increase their knowledge about the organization and how the company works. It also turns out 

that other companies, such as Sigma and Theta, have instead chosen to use the parent-country 

national managers to avoid problems that can occur with the usage of host-country nationals, 

as their knowledge is not as high valued as the expatriates. However, it turns out that this 

solution does not have a direct impact on the existing knowledge gap that were discussed in 

the empirical data, as it did not make any change for the existing gap. Which in other words 

mean that the level of the gap may continue to be high (+). Selecting expatriate managers due 

to a high level of knowledge gap of host-country nationals confirms Chitakornkijsil‟s (2010) 

statement, that companies are forced to select parent-country national managers, when there 

are no existing qualified local managers in the host-country. For the study's specific 
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environment China, it can be seen that its emerging market have an impact on how companies 

from other countries perceive China‟s knowledge capacity of the population in different 

business areas. As mentioned before, an emerging market is under development, which 

clearly could be seen from the empirical data as the knowledge gap of the host-country 

nationals was perceived as reduced after the companies have been established in the country 

for some time. We also claim that emerging markets can change the level of knowledge gap 

through time, as Turesson from Theta states that companies perceive the knowledge of host-

country nationals as higher when they were in the post-entry phase than in the entry-phase. 

This also indicates that emerging markets can have an impact on knowledge gap and therefore 

also have an indirect impact on managerial selections. 

5.2.3 Legitimacy 

It is clear from the collected empirical data that companies adjust the selection of managers in 

regard to who their stakeholders are. Bengtsson from Beta and Gustavsson from Gamma say 

that their companies have chosen to have expatriate managers as their clients and customers 

mainly are Swedish companies. Bengtsson states that the main reason is to simplify the 

communication with the clients and to understand their needs. However, Bengtsson also states 

that the company also is in need of a local manager as he or she can simplify the 

communication with their Chinese stakeholders, because they know the language and the 

Chinese culture, which will simplify the networking with the company‟s stakeholders. This 

clarifies Kelemenis et al.‟s (2011) argument that different management positions require 

different managerial skills. This reasoning about using managers for different tasks and 

reasons is also discussed by the respondents from Delta, Epsilon, Eta, Gamma and Sigma. 

Delta and Epsilon also use local managers to facilitate the communication with their Chinese 

suppliers. Evertsson from Eta also claims that a top manager is needed due to their language 

skills, as it is needed for the communication with the local authorities. This reasoning is also 

shown by Svensson‟s perception of the selection of managers in the host-country, as Svensson 

claims that companies that have Chinese customers and suppliers often realize that they are in 

no need of expatriate managers. The above mentioned benefits of using a local manager in the 

host-country is something that Briscoe and Schuler (2004) and Chitakornkijsil (2010) argue 

about when claiming that a local manager will simplify the working process as he or she takes 

the host-country‟s culture and practices into account. In fact, we believe that by adjusting the 

selection of managers to the company‟s stakeholders it will improve the relationship between 

them. As Larsson (1992) claims, building up strong networks with stakeholders will 

strengthen the firm‟s brand and also proven the relationships between them. 

In consideration of this study‟s empirical data, companies‟ set of stakeholders have a 

significant impact on their managerial selections. In other words, if a company has a high 

level of legitimacy among their main stakeholders, which they have chosen to prioritize, in 

the host country (+), it means that the company most likely evaluates the employment of the 

host-country managers as relevant and needed. If a firm has a low level of legitimacy among 

the main stakeholders in the host country (-), the selection of expatriate managers is usually 

prioritized. In Table 5.1 the illustration, of the suggested prioritizing when selecting managers 

depending on the level of legitimacy, is given.  
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We claim that the companies need to evaluate if there is a need for high level of legitimacy 

among the local stakeholders and/or the parent-country national stakeholders. For example, 

Beta uses parent-country national managers because they work with companies from the 

parent-country. Beta does also work closely with the firms in the same industry in the host-

country but do not see the need of using a host-country national manager to ease this 

cooperation. Which we state is a matter of priority. This is an example of choosing or 

deciding which stakeholder that needs possess a higher level of legitimacy from the company. 

Eta is another example of how to approach the dilemma while working with both main 

stakeholders from the parent- and host-country. Eta solved the legitimacy problem by using 

one manager from the host-country, that is in charge of the host-country national stakeholders, 

and a manager from the parent-country to work with the stakeholders from the parent-country. 

By choosing to work this way, Eta has decided that there is a need for high level of legitimacy 

among both host- and parent- country national stakeholders. 

 

Table 5.1. Illustrate a proposition of managerial selection depending on different levels of the 

factors trust and knowledge existing among host-country nationals in the host-country and the 

company's existing legitimacy in the host-country.  

TRUST KNOWLEDGE GAP LEGITIMACY 

High level 

(+) 

Low level 

(-) 

High level 

(+) 

Low level   

(-) 

High level 

(+) 

Low level 

(-) 

Host-Country 

National 
Expatriate Expatriate 

Host-Country 

National 
Host-Country 

National 
Expatriate 

5.2.4 Optimal Priority  

Further on we claim that it is possible to create an optimum managerial selection in the host-

country, by combining the levels of factors that emphasizes the selection of either host- 

country nationals or expatriates. This is illustrated in Table 5.2. One company that achieves 

the “optimal prioritizing” of managerial selection in the post-entry phase is Alfa. However, 

we imply that companies evaluate the factors differently, which will also influence the 

selection. For example, Delta‟s level of legitimacy of the host-country stakeholders is low (-) 

because their main stakeholders are parent-country nationals. This implies that the company 

should prioritize expatriate managers when selecting managers. Nevertheless, their level of 

trust is high (+) among some host-country nationals due to long time relationships to the 

company or the host-country CEO. Delta‟s level of legitimacy and trust forces the company to 

evaluate the most valuable factor when selecting managers. Despite the “optimal priority” of 

the managerial selection, companies‟ various evaluations and prioritizing of the three factors, 

will create different managerial outcomes.   
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Table 5.2. Presents the “optimal priority” of managerial selection depending on the level of 

trust and knowledge gap of host-country nationals in the host-country and a company’s 

legitimacy in the host-country. 

5.2.5 Social Capital  

A common aspect, found in the empirical data, that influenced the underlying factors of 

managerial selection is social capital. According to Prashantham and Young (2011) social 

capital, which is internal and external network of relationships, contributes with knowledge 

that can be used for different business activities. Social capital plays an essential role when 

influencing the trust and knowledge gap between a company and individuals. One example 

that illustrates the importance of social capital, when working with trust and knowledge gap is 

Alfa. Through Alfa‟s talent pool interactions between the company and host-country 

nationals‟ relationships can be created which will influence the trust. The knowledge gap is 

also influenced by Alfa‟s talent pool strategy, as it has an impact on the knowledge outcome 

among their employees. As stated by Larson (1992) and Prashantham and Young (2011) 

social capital will contribute with increased market commitment, which entails trust and 

mutuality between a company and their stakeholders. One example of this is the higher 

market commitment and legitimacy that both Beta and Gamma have to their Swedish 

stakeholders, than the Chinese local market. Which therefore have had an impact on their 

managerial selections, as they have prioritized Swedish top managers. We therefore claim that 

social capital is influencing all three underlying factors that influence the managerial selection 

of host-country managers in the post-entry phase. This is summarized in Figure 5.2.  

 
Figure 5.2. The social capital's impact on selection of managers in host-countries.   

OPTIMAL PRIORITY TRUST KNOWLEDGE GAP LEGITIMACY 

Host-Country Nationals + - + 

Expatriate - + - 
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6 Conclusion  

In this chapter findings and conclusions, which are based on the analyzes from the previous 

chapter, for this study is presented. Further on practical implications, limitations for the study 

and recommendations for future research are discussed.  

6.1 Conclusions and Findings 

In the first chapter an actualization of the ongoing globalization and companies‟ challenges 

when operating in foreign countries was presented. One of the main challenges is the cultural 

differences between boarders and therefore it is important for the company to find a manager 

that can manage these differences. This is something that is well presented in previous 

researches, when examine the internationalization process of firms. Companies that 

internationalize and continue with their foreign activity in the host-country, enter the post-

entry phase when the companies have more experience and higher knowledge regarding the 

host-country market. As companies, existing in the post-entry phase, gained more knowledge 

about the host-country context the management requirements might change. Due to the poorly 

researched area, managerial selection in the post-entry phase, this study‟s research question 

was founded:      

Which are the underlying factors that influence the selection of host-country managers in the 

post-entry phase? 

By identifying the underlying factors that influence the managerial selection of host-country 

managers in the post-entry phase, the purpose of this study was to increase the understanding 

for using a host- or parent-country national manager after a company‟s establishment in a 

foreign country. The aim of this study was also to enlighten the advantages and disadvantages 

of using parent- or host-country national managers in companies existing in the post-entry 

phase.   

The findings show that companies choses to use parent-country nationals as CEOs and at 

similar positions in the post-entry phase. By using a parent-country national at these positions, 

companies ease the transparency between the parent-company and the host-country units. 

This enables preservation of companies‟ organizational culture and control how the 

companies are presented in the host-country. The above mentioned arguments for using 

parent-country nationals or so called expatriates in the post-entry phase, is also shown in the 

theoretical framework and the empirical data of this study, that refer to the 

internationalization process/entry-phase. However, the parent-country nationals often lack the 

knowledge of how to operate on the host-country market compared to the host-country 

nationals. This is a disadvantage for companies that use parent-country national managers, 

which will therefore encourage the selection of using host-country national managers as they 

possess more knowledge of how to act and communicate on the local market. These pros and 

cons influence the managerial selection trend in the post-entry phase, which is to keep 

expatriates at top management level but replace expatriates with locals.  
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To conclude, the result of this study demonstrates three underlying factors that have an impact 

on the managerial selection of host-country managers in the post-entry phase. These factors 

are; trust, knowledge gap and legitimacy, which we conclude all are influenced by social 

capital. However, in this study it is also found that each underlying factor is indirect 

influenced by specific factors. The company‟s trust is a factor that is evaluated towards the 

intended host-country manager and is indirect influenced by the company's needed amount of 

control. The knowledge gap is also a factor that is evaluated between the company and the 

intended host-country manager and is indirect influenced by the different market majority 

between the parent- and host-country. On the other hand, legitimacy is a factor that is based 

on the company‟s commitment towards the host-country market and is indirect influenced by 

the company‟s stakeholders. Depending on how the company chooses to value these three 

underlying factors, the managerial selection will have different outcomes. There might be 

other factors that can influence the selection and there is no right or wrong when it comes to 

selecting host-country managers. However, this study has created evaluation-instructions of 

managerial selection strategies. Such as, whether a host-country national or an expatriate 

should be prioritized while selecting host-country manager in the post-entry phase.  

6.2 Practical Implications 

As a result of the globalization among companies, strategies for managing foreign activities 

are highly important to evaluate, as it can give the company competitive advantages. 

Therefore, this study is of high practical relevance, by using the provided knowledge of 

influencing factors for managerial selection strategies in the post-entry phase. If companies 

evaluate the level of the three underlying factors; trust, knowledge gap and legitimacy, 

support for managerial selection of either host- country national or expatriate manager is 

created. As this study concludes, prioritizing between the underlying factors may be needed, 

since each factor might suggest different managerial outcomes (expatriates or host-country 

nationals). This study is provided for companies‟ managerial selections that intend or already 

operate in the post-entry phase. 

6.3 Limitations 

In this study no specific management position was examined, which might have limited the 

depth of the research. However, the result of this study gets a higher relevance among general 

management, which we believe will enable a broader usage of this study. Time, which always 

is a crucial factor, has limited this study. With more time, we could have collected larger 

amount of data through more and deeper interviews both with the current respondents as well 

as new once.   

6.4 Recommendations for Further Research  

Since managerial selection in the post-entry phase is a poorly examined area, the result of this 

study contributes awareness of the need for further research. As this study has focused on 

general company aspects regarding managerial selection in the post-entry phase, further 

deeper research on the area can be made. One recommendation is to examine if there are 

distinguishing evaluation differences of the underlying factors or specific underlying factors, 
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linked to specific branches or industries. For deeper research, studies of how or if the 

company size influence the underlying factor and the evaluation of them, are recommended. 

Also how different management positions influence the evaluation of the underlying factors 

that influence managerial selection in the post-entry phase, would contribute to a higher 

knowledge within the area. Lastly, we recommend further research on companies‟ 

international strategies regarding social capital and what impact this has on the managerial 

selection, in the post entry-phase. 
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Appendix  

Appendix 1 - Interview guide  

 

Themes:  

 

 Company information 

 

 Respondent information 

 

 Differences between entry- and post-entry phase. 

o Are there any managerial differences  

o Who worked during the different phases 

o Difficulties during the entry- versus post-entry phase 

 

 Pros and cons with using local or expatriates as managers.  

o Differences between the entry- and post-entry phase 

 

 Recruitment and relocation of staff within the company. 

o Amount of local and expatriates in the foreign operation 

 

 How to operate on a foreign market   

o Reason to operate abroad 
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Appendix 2 Introduction letter sent to respondents. English  

 

Hi! 

We are two students whom studying our fourth year in business and economics in Sweden at 

Halmstad University. This is our final semester and during this period we are going to do our 

thesis and then get a Degree of Master of Science in Business and Economics. 

Within this thesis we want to examine if the choice of managers in the host-country (China) 

changes after the company has been operating in the country for a while compared to the 

phase when the company establishes in the country. Our main focus is to see if the companies 

select to have local or expatriates as managers in the host-country. 

We are going to compare if the pros and cons has changed during the time the company has 

operated in the host-country, and if the selection of managers has changed over the years. 

To make this study possible we would need your help. We have the theoretical knowledge but 

now we need help from companies to move this work forward. We are looking for Swedish 

companies that operate and have office(s) in China, preferably in Shanghai or Beijing. We 

therefore hope to be in contact with you and through one or several interviews be able to 

create and finish our thesis, which will be useful for companies that intend to enter or already 

exist on the Chinese market. 

Thanks in advance 

Best regards 

Tilda Nithenius                and             Rebecka Nilsson 

+46704-383765                                     +46731-580274 

tildanithenius@hotmail.com                 Rebecka.Nilsson1990@gmail.com 
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Appendix 3 Introduction letter sent to respondents. Swedish  

 

Hej!  

Vi är två studenter som läser vårt 4:e och sista år på Civilekonomprogrammet på Högskolan i 

Halmstad och ska under denna termin skriva vår D-uppsats för att sedan stolta kunna ta 

examen i juni.   

Vårt arbete har som syfte att undersöka om valet av chefer i värdlandet (Kina) förändras efter 

att företaget väl har etablerat sig och varit verksamma i landet under några år, dvs. om 

företaget föredrar expat chef eller om man vill ha en chef från den lokala marknaden. 

Detta kommer att jämföras med valet av chef under själva inträdet på den nya marknaden. Det 

vi främst ska undersöka är om valet av chef i form av lokal eller expat ser annorlunda ut efter 

att företaget väl har fått en stabil grund att stå på i det nya värdlandet, eller om fördelarna och 

nackdelarna fortfarande ser likadana ut för en lokal chef eller en expat som chef.     

För att kunna genomföra vår studie skulle vi behöva er hjälp. Vi har den teoretiska kunskapen, 

men nu behöver vi få hjälp från företag för att komma vidare i vår studie. Vi söker nu Svenska 

företag som är verksamma och har kontor i Kina, gärna i Shanghai eller Peking. Vi önskar 

därför att få komma i kontakt med er och genom en eller flera intervjuer kunna färdigställa 

vår studie som kan vara givande för andra företag som planerar att expandera till den 

kinesiska marknaden, eller redan verksammar i landet.  

Tack på förhand 

Vänlig hälsning 

Tilda Nithenius                and             Rebecka Nilsson 

+46704-383765                                     +46731-580274 

tildanithenius@hotmail.com                 Rebecka.Nilsson1990@gmail.com 
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