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ABSTRACT 
 
Title: How Kalmar Industries and Trelleborg AB developed their business in the 

emerging markets of China and Russia 

 

Background and Purpose: The world is becoming more global and companies are quick 

to grab hold of this opportunity to internationalize and expand into emerging markets. 

The emerging markets studied in this paper are China and Russia, which boast growing 

economics, large sources of labor, and are reportedly highly corrupt.  The research for 

this paper focuses on Kalmar Industries – a leading supplier of cargo handling equipment 

to ports, terminals, and Trelleborg AB Fluid Systems – an industrial company that sells 

industrial hose and other industrial rubber components. Both companies have entered the 

markets of China and Russia and are presently expanding operations there. This paper’s 

aim is to get a better insight into how they entered these emerging markets and what 

difficulties they have faced developing in these markets. 

 

Method: A survey was sent in advance to potential interviewees working closely with 

the subject markets. The authors then followed up with interviews, phone interviews, and 

emailed responses. 

 

Theory:  Market entry strategies, framework for integrated risk management in 

international business, international risk perception and mode of entry, two dimensions of 

corruption, and relationship marketing 

 

Findings and Conclusion: Both Kalmar Industries and Trelleborg AB Fluid Systems 

entered the market through exportation and have gradually increased investments in these 

markets. Both have experienced challenges in these markets mostly due to government 

policies and other general risks associated with entering into foreign markets. Although 

corruption is present in China and Russia, neither company feels that it affects the way 

they do business. In spite of the risks, both companies feel the benefits outweigh the 

drawbacks and they plan to continue growing in these markets. 
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1. INTRODUCTION 
  

  

This chapter aims at introducing the main subject of the thesis. First is presented a 

general description on the international business, followed by a presentation of the 

subject companies, Kalmar Industries and Trelleborg AB. Then the reader will come 

across an explanation on emerging markets in general followed by more specific 

information regarding the two emerging markets of China and Russia. Then we present a 

brief problem discussion followed by problem statements. Finally, the purpose, an outline 

of the thesis, and limitations are presented at the end of this chapter. 

 

 

  
 1.1 Background 
According to Czinkota, “globalization reflects a business orientation based on the belief 

that the world is becoming more homogeneous and that distinctions between national 

markets are not only fading but, for some projects, will eventually disappear”.1 In this 

paper, it is implied that as globalization increases, cultural, political and economic 

barriers break down and foster better communication and opportunities between 

countries. More international business opportunities develop and enable a company to 

exploit new markets, which were not easily accessible before, thereby increasing a 

company’s growth. 

 

With the acceptance of globalization, companies take advantage of opportunities to grow 

their business internationally. By internationalizing, they are able to broaden the size of 

their market so as to exploit strategic capabilities.2 Internationalization is a dynamic field 

of activity involving an extensive exchange process that encompasses not only goods but 

social, cultural, and human interactions across national boundaries. According to Vaghefi 

et al, “international business takes the following factors into consideration: governmental 

                                                 
1 Czinkota, Michael et al., International Marketing, 8th edition, 2007, p.189 
2 Johnson et al. Exploring Corporate Strategy, 7th edition, 2006, p. 292 
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policies and politics, geography and natural resources, multinational enterprises, social 

culture, finance and economics, and communication and transportation systems.” 3 These 

are illustrated below:  

 

 

Figure 1 

 

 
1.1.1 Subject Companies 

 

Kalmar Industries 

Kalmar Industries is a global provider of container and heavy duty materials handling 

equipment, automation applications and related services. It is the world's leading supplier 

of cargo handling equipment to ports, terminals and intermodal facilities. Kalmar 

Industries’ product range is enhanced by value added services such as maintenance 

contracts and fleet management. The production plants are situated in Sweden, Finland, 

the Netherlands, Malaysia, Ireland, Poland, Spain, Korea, China and the USA.4 

 
Trelleborg AB Fluid Systems 

Trelleborg AB is a global industrial group whose leading positions are based on advanced 

polymer technology and in-depth applications know-how. The company develops high-

performance solutions that seal, damp and protect in demanding industrial environments. 

                                                 
3 M. Reza Vaghefi, Steven K. Paulson, International business Theory & Practice, 1987, p. 5 
4 http://www.Kalmar Industries ind.com/show.php?id=575 2007-04-07 
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In this paper, members of the Fluid Systems subsidiary were interviewed. The subsidiary 

is responsible for selling industrial hose and other industrial rubber components. 

 

1.1.2 Emerging Markets 

“Emerging markets are countries in which a company wants to establish an initial 

presence, and prepare itself for further development”.5 Throughout the research process, 

the term emerging market has been used interchangeably with emerging market 

economies, underdeveloped countries, transitioning economies, and developing countries. 

According to Krugman and Obstfeld, compared to industrialized economies, most 

developing countries are poor in the factors of production essential to modern industry: 

capital and skilled labor. Krugman and Obstfeld argue that, “the relative scarcity of these 

factors contributes to low levels of per-capita income and often prevents developing 

countries from realizing economies of scale from which many richer nations benefit.” 

Moreover, it is contended that political instability, insecure property rights, and 

misguided economic policies frequently have discouraged investment in capital and 

skills, while also reducing economic efficiency in other ways.6 “These markets are the 

capital markets of poorer, developing countries that have liberalized their financial 

systems to allow private asset trade with foreigners.” 7  They have generally proven to be 

weaker than those in industrialized countries. Among other problems, “developing 

countries tend to lack experience in bank regulation, and have looser standards than 

developed countries.”8  

 

Arguably, China and Russia are both major developing markets with vast growth 

potential. Through economic reforms, these markets are opening up and inviting foreign 

investments. In such, they are emerging markets. It is contended that they are 

experiencing economic growth, and in general, the middle class is growing and becoming 

more consumer oriented due to exposure to western ways.  

                                                 
5 Gerald Albaum, Jesper Strandskov and Edwin Duerr, International Marketing and Export Management 
fourth edition, 2002. p.327 
6 Paul R. Krugman and Maurice Obstfeld, International Economics Theory and Policy, sixth edition, 2003, 
p.665-666  
7 Ibid., p.652 
8 Ibid., p.652 
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1.1.2.1 China as an Emerging Market 

According to the U.S. CIA (Central Intelligence Agency), “China’s economy during the 

last quarter century has changed from a centrally planned system that was largely closed 

to international trade, to a more market-oriented economy that has a rapidly growing 

private sector and is a major player in the global economy. The restructuring of the 

economy and resulting efficiency have contributed to a significant increase in GDP 

(Gross Domestic Product) since 1978. By 2006, China reached the status of second-

largest economy in the world after the US.”9 “China’s membership of the WTO (World 

Trade Organization) in 2001 has been significant to international business and makes it a 

more viable and liberalized place for trade and investments. Thus, the emergence of a 

huge, growing Chinese market is attracting the attention of global marketers.”10 This 

country “accounts for more than 20% of the global population. It is inevitable that as 

incomes grow and the minerals-intensity of consumption grows as it has in other 

countries, this will continue to lead to rising demand for imported materials.”11 In 

addition, a large reserve of labor, showing a strong growth of educated and skilled 

people, adds to the equation.12  

 

Shaumburg further exemplifies the attractiveness of this market to western companies 

when he states “Europe’s relationship with China is driven by commerce, an increasing 

cultural attraction, Europe’s desire to assist China’s reform programs, and a shared vision 

for building a more egalitarian and institutional international order.”13 The view of 

Ganster is that, “The last decade in China can be described as the "gold rush" period. 

Fortune 1000 companies have been scrambling to grab a share of the newly opened China 

market, with more than 1 billion consumers and a latent market opportunity that could be 

prospected for decades to come.”14 

                                                 
9 https://www.cia.gov/cia/publications/factbook/geos/ch.html#Govt. 2007-04-01 
10 James Agarwal, Terry Wu, China’s entry to WTO: global marketing issues, impact, and implications for 
China, 2003 
11 Raphael Kaplinksy, World Development Vol. 34, No. 6, 2006, Revisiting the Revisited Terms of Trade, 
p. 989 
12 Raphael Kaplinksy, World Development Vol. 34, No. 6, 2006, Revisiting the Revisited Terms of Trade, 
p. 992 
13 David Shambaugh, The Washington Quarterly, The New Strategic Triangle: U.S. and European 
Reactions to China’s Rise, Summer 2005, p.21 
14 Steven H. Ganster, China Business Review, Strategies for SMEs 
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China is financially feasible for some foreign companies due to favorable tax rates that 

are provided in certain parts of the country. “In the Southeast coastal region, a special 

policy package was granted by the central government. As economic reforms have 

progressed, the economy of this region has become highly liberalized and shifted from 

the traditional centrally-planned system to a market economy and economic efficiency 

has been improved considerably. Starting in 1979, this region has led the economic 

growth of China. Furthermore, economic liberalization and special favorable policies on 

foreign trade and investment significantly ameliorate the investment of this region, and 

strengthen its attraction for foreign investment. For instance, in the Special Economic 

Zones located in this region, a special preferential tax rate (15 percent) rather than a 

normal tax rate (33 percent) is applied to foreign investments. However, some other 

areas, especially the inland regions, lack a liberalized market economic condition and 

preferential policies. To a great extent, the central planning system still governs the 

economy.”15 

 

In somewhat of a contrast to Haishun’s writing, Quinn et al. intervenes to say beware 

because “China also tops the list of countries that pose the greatest tax challenge in the 

Asia-Pacific region, according to a 2005 PricewaterhouseCoopers survey on regional tax 

challenges. Companies that want to successfully manufacture, source, distribute, and 

conduct research and development operates in China must understand the written and 

unwritten rules of doing business in that country before making any irreversible 

commitments. They must also establish a tax-efficient structure to support the company’s 

operating strategies.” 16  

 

Upon entering the Chinese market, it is imperative for Western companies to consider the 

socio- cultural aspects of the market environment or it could cause difficulties in 

                                                                                                                                                 
Smaller companies going to China need to think ahead, plan carefully, and remember the "Six Ds", 
Copyright 2007 US-China Business Council 
15 Sun, Haishun. 1999. Entry modes of multinational corporations into China’s market: a socioeconomic 
analysis. International Journal of Social Economics. MCB University Press, 0306-8293, Vol.26 No. 5, 
p.649, 652 
16 Quinn, Thomas et al, Aligning Tax and Operational Strategies Foreign investors must choose carefully 
among myriad legal vehicles to meet their China objectives, 2007, p.34 
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becoming successful in this emerging market. Here is an example of some items to be 

considered:17  “Chinese cultural values are largely formed from interpersonal 

relationships and social orientations and are influenced by Confucian ethics and 

philosophies which mean that the Chinese tend to focus on the goals of the collective 

rather than individual goals.18 Tradition is very significant as well when it comes to 

dining and drinking etiquette, gift giving and ceremonial events. Language is always the 

first barrier that foreigners run into. It is also very important that Western companies 

understand the value of good communication and attempt to overcome any possible 

problems themselves when communicating with Chinese associates.19 It is taught that one 

should have no personal ambitions, only an overriding desire to “serve the people” and 

do what the Chinese Communist Party desires. The Chinese, compared to Western 

business partners, don’t share the same priorities, such as efficiency and profit, but rather 

uphold socialist values and goals.”20 

 

1.1.2.2 Russia as an Emerging Market  

Russia is in the process of negotiating terms to join the World Trade Organization 

(WTO). According to the CIA Fact book, in 2006, Russia had its eighth straight year of 

growth, averaging 6.7 percent annually since the financial crisis of 1998. Since mid 2003 

consumer demand and, more recently, investment have played a significant role. During 

this time, poverty has declined and the middle class has continued to expand.21 

Similar to China, Russia moved from a centrally planned economy to a free market 

system and its labor force is still undergoing tremendous changes. Official unemployment 

has dropped in recent years to 7.6% and the standard of living has been on the rise.22 

"Although well educated and skilled, the labor force is largely mismatched to the 

changing needs of the economy.” 23 “The collapse of the Communist regime had the 

results that with rare exceptions all goods produced in these countries were incompatible 

                                                 
17 Brett Martin, Gretchen Larsen, Taming the tiger: key success factors for trade in China, 1999, p.202-207 
18 Ibid, p. 202-207 
19 Ibid, p. 202-207 
20 Ibid, p. 202-207 
21 https://www.cia.gov/cia/publications/factbook/geos/rs.html#Govt. 2007-03-31 
22 http://www.state.gov/r/pa/ei/bgn/3183.htm, 2007-03-31 
23 http://www.state.gov/r/pa/ei/bgn/3183.htm, 2007-03-31 
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with international standards due to low quality and/or high prices.”24 This leaves a big 

opportunity for foreign companies who have advanced technology and high quality 

products, to enter the market. 

 

According to the U.S. Department of State, however, “although the economy has begun 

to rebound and diversify after a 1998 financial crisis, the investment climate is still poor, 

with excessive bureaucracy, corruption, and limited and poorly enforced legislation, 

selective interpretation of laws (particularly tax laws), unclear limits and conditions on 

foreign investment, obsolete infrastructure, and stalled economic reforms. In addition, 

Russia’s non-tariff barriers are frequently used to restrict foreign access to the market and 

consequently are a significant topic in negotiations to join the WTO.”25 “The government 

has promised additional legislation to make its intellectual property protection WTO- 

consistent, but enforcement remains problematic.”26A major challenge facing Russia is 

the problem of income inequality. “Privatization of land and public enterprise has made 

some groups extremely rich, while the majority has sunk into poverty. Higher incomes 

for the few have created social stratification in society. Today, the richest one-tenth of the 

population earns 14 times that of the poorest one-tenth.”27 It can be said that the current 

Russian society is “polarized by generations, separating those who came of age in the 

Soviet period from those whose adult experience postdates the Gorbachev reforms.”28 

 

                                                 
24 Zineldin et al, Beyond the Necroeconomics Major Factors Impacting the international Market 
Relationship and Entry Modes: A case of Swedish Multination Enterprises (MNEs) in Some CEE 
Countries, p.1 
25 http://www.state.gov/r/pa/ei/bgn/3183.htm, 2007-03-31 
26 https://www.cia.gov/cia/publications/factbook/geos/rs.html#Govt. 2007-03-31 
27 Asfaw Kumssa, John F. Jones,The social consequences of reform in transitional economies. International 
Journal of Social Economics, vol. 26 no. 1/2/3, 1999, p. 203 
28 Peter Jackson, Local consumption cultures in a globalizing world. Revised manuscript, 2004. P. 171 
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1.2 Problem Discussion 
Both China and Russia have strong labor forces and their GDPs are growing. China 

recently became a member of the World Trade Organization (WTO) and Russia is in 

talks to join. However, even though membership of WTO indicates opportunity, there are 

still risks faced by companies in these emerging markets. For example, according to the 

Corruption Perceptions Index 2006, China is rated 3.0-3.6 and Russia 2.3-2.7 on a scale 

of 10 (highly clean) to 0 (highly corrupt).29 Certainly it is clear here that both countries 

are perceived as highly corrupted; with Russia receiving an even lower score. Being that 

this is the case, it is interesting to understand why foreign companies are determined to 

grow their business in these markets.  

 

One could say that copycats, mafia, and corruption are more present in these emerging 

markets, and therefore assume that doing business is more challenging.30 These markets 

are assumed to some extent to be unstable, experiencing certain levels of poverty, lacking 

acceptable levels of transparency, still in development, and are perceived as being highly 

corrupted.  

 

In countries such as China and Russia, it is interesting to see what kind of risks have been 

facing Kalmar Industries and Trelleborg AB, and in what ways these companies might 

have to change the way they conduct business to succeed in these markets. Maybe the 

risks are not as difficult to overcome as some may think. Could it be that these 

transitioning economies provide an optimal environment for conducting business? If we 

were to compare Russia and China, which market appears to be more promising? These 

are all interesting questions that should be explored further. With recent expansion 

initiatives in world trade, it is indeed interesting to study companies like Kalmar 

Industries and Trelleborg AB to better understand why foreign companies are attracted to 

emerging markets and what real risks they face.   

                                                 
29 http://www.transparency.org/policy_research/surveys_indices/cpi/2006 2007-04-14 
30 Interview of Robert Widetoft of 30Degrees, 2007-04-04 
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1.3 Problem Questions 
As a logical extension of the problem statement, the following research questions can be 

derived:  

 

 What is the impact of corruption on Kalmar Industries and Trelleborg AB Fluid 

System in the emerging markets of China and Russia?  

 Why are foreign companies such as Kalmar Industries and Trelleborg AB Fluid 

System determined to grow their business in the emerging markets of China and 

Russia? 

 

 

1.4 Objective 
The purpose of this thesis is to get insight into Kalmar Industries and Trelleborg AB 

Fluid systems´ perceptions on doing business in the emerging markets of China and 

Russia, and to understand what market indicators motivate these companies to grow in 

these markets. In addition, the present paper investigates the perceived impact of 

corruption on the way these companies conduct business.

 

1.5 Limitations 
International business consists of different elements, such as illustrated in the Figure on 

page 7, but this paper will only mention a few of those elements. Our research will be 

conducted at two Swedish companies, Kalmar Industries and Trelleborg AB Fluid 

System, which operate in the industrial sector. These companies have global operations 

and were chosen because they are currently developing their markets in both China and 

Russia. 

 Our research will be based on external factors facing the companies. In line with 

this focus, not much data was requested concerning internal operations of the 

companies. 
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 This paper will not identify or investigate other companies’ perceptions, other 

than that of our subject companies who are working closely with the target 

markets.  

 A consultant at 30Drgrees, located in China, was interviewed. Information from 

this interview will not be applied in this paper; however, it was helpful to get a 

better understanding and knowledge about the Chinese market. See appendix. 

 This paper will not talk about all factors that affect a company while doing 

international business. The authors have focused on the governmental policies and 

politics and social culture factors to be able to answer the research questions. 

 

 

1.7 Theoretical Relevance 
The theoretical relevance of this paper is to gain further understanding into the threats 

and opportunities faced by western companies as they conduct business in emerging 

markets that are dealing with the pressures of overcoming huge hurdles as they transform 

into big market economies. By putting a spotlight on this kind of information, we hope 

that it will be useful for future studies that deal with other companies establishing 

themselves in emerging markets and how they perceive and manage entry modes 

environmental risks. This, we hope, will give our research theoretical relevance.   

 

 

1.8 Practical relevance 
The practical relevance of this paper is that, as many businesses today are reacting 

quickly to internationalize in emerging markets, managers can take a look at this study to 

see how two companies perceived the business climate. In other words, managers can get 

a good insight into the realities of what to expect when entering and developing in an 

emerging market. These managers might be better prepared to deal with challenges and 

might even see that what first appears as a challenge, might actually be an opportunity. 

To contribute to the practical relevance, we have contacted several employees at the 

companies who are working close to the subject matter. The interviewees have been 
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involved in developing company strategy in these markets or they have been part of team 

implementing the strategy.  
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2. THE RESEARCH JOURNEY 
 

 
 This chapter explains the choice of subject and goes on to describe how access 

was gained to the companies.  

 

 

 

2.1 Choice of subject 
This paper focuses on international business, specifically as it pertains to emerging 

markets. First, one author was interested in writing about a Swedish company and its 

operations in Mexico; however, it proved difficult to receive any information from the 

company. Then, the authors discussed local companies for easier access and decided to 

focus on two companies that are currently selling industrial machinery and industrial 

products, respectively, in the emerging markets of China and Russia.  

 

The decision to focus on China and Russia is in part due to considerable attention that 

both nations have been receiving based on the opening of their markets and significant 

efforts to develop their economies. In addition, both countries represent vast potential for 

foreign companies to grow their markets. Neither author has any prior first hand 

experience of doing business in these countries. Most of our previous knowledge has 

been based on general information in media concerning the World Trade Organization 

(WTO) and the push for well-known companies to enter these markets. Because so much 

attention has been focused on these emerging markets, the task of researching how 

companies function in them was motivated.  

 

At the beginning of this investigation, the assumption was that business success in both 

these markets would be heavily influenced by the political climate of these countries. In 

addition, both these countries have reputations of rampant corruption, mafia activity, and 
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laws that are not as well established to protect the interests of companies as in developed 

economies. 

 

 
2.2 The problem of gaining access 
Both Kalmar Industries and Trelleborg AB Fluid Systems are very active on the global 

market, and therefore we thought they would be perfect companies to interview. Their 

global activity had a downside as it pertains to our paper, simply due to the fact that our 

contacts had busy travel schedules that hampered our ability to interview them.  

 

The authors chose to research these companies in part because of contacts we had 

established prior to the research. At the time of inquiring about their ability to assist with 

the research, contacts from both companies were ready and able. However, as we moved 

forward with preparation of questions and setting up interviews, it became increasingly 

difficult to set up in-person interviews and to speak with multiple people in each 

organization due to travel schedules. In the end, we were able to speak with two 

individuals from each company. In addition, we were able to speak with a Swedish 

company currently located and operating in China, 30Degrees.se, who was able to 

supplement our empirical data. 
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3. METHODOLOGY 
 

 
 The first part of this chapter describes the researchers’ influence of knowledge. 

Then, it goes on to describe how the research was carried out, and the various scientific 

approaches used.  The techniques employed for data collection are explained and a table 

is provided to show who was interviewed and how long the interviews lasted. 

 

 

 

3.1 The influence of knowledge and personal attributes 
According to Gummesson, the following should be considered in the influence of 

knowledge and personal attributes. These influences affect the researcher’s knowledge 

and attitude: 31 

 
1. General knowledge of theories: Theories help students to identify and analyze 

factors and relationships in order to provide a structure to a given situation 

and to be able to place this understanding to others. It is a question of 

intellectual understanding, which is the first concern of university training. 

2. General knowledge of techniques: This kind of knowledge comprises 

methods, techniques and for example the use of different computer programs. 

If one does not have this type of knowledge, assignments will be very time-

consuming and academic researchers will have to develop these attributes 

during their projects. 

3. Specific knowledge of institutional conditions: This kind of knowledge 

comprises knowledge of technical attributes, customary practice, key 

decision-makers and other factors relating to a specific company or the 

industry in question. 

                                                 
31 Gummesson, Evert, 2000. Qualitative Methods in Management Research, p. 72-79 
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4. Specific knowledge of social patterns: Every Company creates its own 

corporate culture value system, the way to communicate and so on. Social 

relationships exist between colleagues like informal hierarchies and networks. 

The problem for researchers is to gain a deeper understanding of these social 

patterns within a company that is not familiar to them. The only way to 

achieve this is to actually spend time in the company. 

5. Personal attributes: You also have to consider the personality of the 

researcher, which in many cases can decide the outcome of the assignment. 

Personal attributes like intuition, creativity and human understanding are 

essential here. 

 
Keeping these factors in mind, some of the researchers’ influence is attributed to having a 

university education in marketing, which includes general knowledge of marketing 

theories. Neither had intimate experience with the subject companies before taking on 

this project, but became more familiar with them as the research topic was narrowed 

down. Both members were comfortable using technology as a research tools and mode of 

communication. Some attempts were made to develop knowledge of social patterns 

within the subject companies, but this was difficult due to the limitations of gaining 

access.  

 

One team member comes from Sweden and the other from the U.S. Each has lived 

abroad at one point or another. The difference in backgrounds and travel experience, lent 

itself well to the research as both members had a curiosity about how business is 

conducted in foreign markets. The differences in backgrounds and work experiences also 

encouraged discussion on varying viewpoints to develop the project. 

 

 

3.2 Scientific approaches 
In this section of the paper, different approaches to be considered when conducting 

research are introduced. Each research approach is described and a brief statement 

follows explaining which one was chosen. 
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3.2.1 Hermeneutic or positivistic approach  
There are two main scientific approaches one can choose from when conducting research. 

The first approach is the positivistic approach, which has its base in science, where the 

focus is on observing with our senses and using logic as a tool. The other approach, the 

hermeneutic, is based on the humanistic approach, where understanding and absolute 

knowledge is central. Important terms in the hermeneutic approach are context, meaning 

and intention, where the researcher is, to a certain extent, required to make some 

subjective conclusions.32   

 

In this paper, the hermeneutic approach was used because we start with empirical data 

and then found theories relevant to the subject. These theories were applied to help 

understand the empirical data from a scientific point of view. 

 

3.2.2 Deductive or inductive approach 

When our purpose is to produce knowledge about the society, the organizations or the 

behavior of the human beings, normally there are two different ways to go. One of them 

is deductive (to prove) and the other one is inductive (to discover). Both of them state 

different approaches to come up with the same scientific conclusion. A deductive 

conclusion is when we from general principles make conclusions about individual events. 

When you assume from a theory and from there, take or make some sort of statement. In 

contrast, an inductive conclusion is when you start from an individual event or empirical 

point of view and from there you find some kind of theories to apply or general 

knowledge.33 

 

In this paper the inductive approach was used because information was gathered from 

these companies regarding their experience in these markets. This data formed our 

empirical point of view, which was then applied to several theories and business models.  

 

                                                 
32 Thurén, T., Vetenskapsteori för nybörjare, Malmö, 2004, p.14, 46 
33 Ib Andersen, Den uppenbara verkligheten Val av samhällsvetenskaplig metod, 1998, p. 29-30 
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3.2.3 Qualitative versus quantitative method 

Qualitative and quantitative methods concern how data is gathered and analyzed.  

 

“The qualitative method can be exemplified as different types of data that help provide 

deeper understanding of the problem that is being studied, and one of the central 

moments is when the connection between the problem and the whole picture is 

understood. The quantitative method is used more for statistic, mathematics and in 

formulas and normally they also show how to carry out the investigation.34     

 

In order to fulfill the purpose of this thesis, the qualitative method of research was used.  

Several employees closely involved with doing business in the target markets were 

interviewed to gain broader knowledge of our research topic and to give insight into their 

real life experiences. The interviews were conducted with the assistance of questionnaires 

with open-ended questions. In addition, relevant articles, books, and other information 

taken from various websites have been used. 

 

 

3.3 Research methodology 
Regarding research methodology, this paper is being treated as a case study. According to 

Gummesson, there are two types of case studies. The first one attempts to derive general 

conclusions from a limited number of cases. The second type seeks to arrive at specific 

conclusions regarding a single case because this “case history” is of particular interest. 35 

 

The present paper belongs to the first category because it describes two companies in 

order to grasp their perception of the main threats and opportunities faced while doing 

business in the emerging markets of China and Russia. The main units of analysis are the 

subject companies. Data obtained concerning the paper’s subject matter will be tied to the 

research question in order to fully develop all aspects of the paper. 

 

                                                 
34 Ib Andersen, Den uppenbara verkligheten Val av samhällsvetenskaplig metod, 1998, p. 31 
35 Gummesson, Evert, 2000. Qualitative Methods in Management Research, p,84 
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Yin differentiates between five major research strategies: experiments, surveys, archival, 

analysis, history and case study and each of these research strategies has their own 

advantages and disadvantages.36 The advantage of the case study method is that it allows 

“investigators to retain the holistic and meaningful characteristics of real-life events.”37   

 

The research question of this paper is mainly focused on answering “what”, such as 

“What propells companies to do business in an emerging market?” This type of question 

is a justifiable rationale for conducting an exploratory study, the goal being to develop 

pertinent hypotheses and propositions for further inquiry. However, as an exploratory 

study, any of the five research strategies can be used.38 In this paper, the reader will 

follow an exploratory case study.  

 

 

3.4 Data collection 
There are different techniques of collecting data, which decide the outcome of the data, 

which in turn can either be quantitative and qualitative.  It is possible to define two kinds 

of data: theoretical and empirical. The first one is collected by other people, researchers, 

or institutions. The latter is information that the researchers themselves collect. 39 

 

3.4.1 Theoretical data collection 

In this paper, data is collected using both techniques: empirical and theoretical. The 

research data used were books, articles and websites. Various databases were accessed, 

such as ELIN (Electronic Library Information Navigator) and Emerald. After gathering 

these resources, we excerpted various theories that appeared to be most relevant to the 

present study. As with the databases, the books used also came from the Växjö University 

library. In addition, the Internet was used to find definitions of terms as well as to 

research other sources appropriate to the research. 

  

                                                 
36 Yin Robert K., Case study research: design and methods. 2003, p. 5 
37 Ibid., p.2 
38 Ibid., p. 6 
39 Ib Andersen, Den uppenbara verkligheten Val av samhällsvetenskaplig metod, 1998, p. 150 
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3.4.2 Empirical data collection 

According to Yin, there are six main sources of evidence that are relevant in practical 

data collection: documentation, archival records, interviews, direct observations, 

participant observations and physical artifacts.40 This paper’s empirical data was 

collected through interviews – these were conducted by telephone and in person, and 

documentation – these were survey and emailed responses.  

 

Interviews 

Two companies were interviewed as choice of subject - Kalmar Industries and Trelleborg 

AB Fluid Systems. At Kalmar Industries, we spoke to two individuals: the manager of 

product lines and an area sales manager for the Russian market. We tried to contact the 

area sales manager for China, he was not available; however, we were able to interview 

his manager – the manager of product lines – who is instrumental in planning strategy in 

this market. At Trelleborg AB, the sales and market manager of Nordic and Baltic 

regions was interviewed as well as the sales assistant for Asian markets. All empirical 

data, both interviews and questionnaires, were provided in English as the contacts were 

accustomed to working in an international environment. 

 

The same questionnaire was emailed to all contacts to allow each person to read it in 

advance and prepare for a possible face-to-face interview. The questionnaire was open-

ended with the intention that the interviewee would develop his/her answers as 

appropriate. According to Yin, open-ended questionnaires allow one to ask key 

respondents about the facts of a matter as well as their opinions about events.41 A face-to-

face interview with the director at Kalmar Industries was secured. The second Kalmar 

Industries interview was conducted over the phone and then followed up in-person.  

 

The in-person and phone interviews were conducted as “guided conversation rather than 

structured queries. Throughout the interview process, we kept in mind Yin’s approach to 

interviews: (a) to follow our own line of inquiry, as reflected by the case study protocol, 

                                                 
40 Yin Robert K., Case study research: design and methods. 2003. p. 85 
41 Ibid,. p. 90 
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and (b) to ask conversational questions in an unbiased manner that serves the needs of the 

line of inquiry.”42  

 

In regards to Trelleborg AB, access was more limited. The Nordic sales and market 

manager responded to the questionnaire by email and we held a phone interview with 

sales assistant for the Asian market. 

 

Overview of personnel interviewed 

 
Interview Position Date of 

Interview 
 

Length of Interview 

1 Trade Consultant - 30Degrees 
 

04.04.2007 1 hour, by phone 

2 Product Line Manager - 
Kalmar Industries  
 

04.30.2007 2 hours, in person 

3 Sales and Market Manager, 
Nordic & Baltic - Trelleborg 
AB 

05.07.2007 Received by email 

4 Area Sales Manager -Kalmar 
Industries  
 

05.22.2007 1 hour, by phone & 
follow-up in person 

5 Sales Assistant - Trelleborg 
AB 
 

05.24.2007 1 hour, by phone 

 

 

3.5 Scientific credibility 
“To build a credible research some criteria need to be fulfilled. It should be proved to the 

reader that the data is trustworthy. Credibility means how the researcher can avoid 

disturbing factors that cannot be predicted, which affect the exchange of information 

between the researcher and the focus of the study. It is a must for the researcher to be 

active during the research and show interest without influencing the result of the 

                                                 
42 Yin Robert K., Case study research: design and methods. 2003. p. 89-90 
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research.”43 Two ways of measuring the quality of a study is through validity and 

reliability. 

 

3.5.1 Validity 

Validity can be defined as “a continuous process that is integrated with theory and that 

requires the researcher to continuously assess his assumptions, revise his results, retest 

his theories and models and reappraise the given limitation that have been set for the 

study.”44 We have interviewed two large companies, which are located in Sweden and 

active on the global market; in particular, in the target markets. We felt it would be good 

for the research to investigate the experience of two different companies selling different 

products in the same markets. Both companies received the same questionnaire. The 

questions were simple, easy to read, and mostly open-ended to allow the respondents to 

explore the question and provide as much detailed information as possible.  

 

Questionnaire test 
 
A pilot of the questionnaire was tested among peers who provided feedback regarding 

question choices and how to better formulate them to encourage detailed responses. This 

feedback was used to further develop the research questions in order to receive better 

quality responses. 

 

3.5.2 Reliability 

Reliability can be explained as follows: “A researcher should come to the same results 

and conclusions as a second investigator, if both are studying the same phenomenon with 

nearly equal purposes.”45 The aim of reliability is to reduce errors that might occur in a 

study.46 Considering this paper, it might not be possible to come up with the same results. 

One could use the same questionnaire, but depending on whom they speak to in each 

company and that person’s responsibility in the market, the answer could be different. 

However, if the questionnaire is replicated and used to interview the same persons of 

                                                 
43 Yin Robert K., Case study research: design and methods. 2003. 
44 Gummesson, Evert, 2000. Qualitative Methods in Management Research, Sage Publications. p. 93 
45 Ibid., p. 91 
46 Yin Robert K., Case study research: design and methods. 2003, p. 37 
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responsibility, another researcher should be able to achieve the same results. Of course, 

this would be limited to the timing of the interview as the companies become more active 

in the markets and their strategies evolve. Each person interviewed was also asked if 

there was any additional information they felt would be helpful but was not requested in 

the questionnaire. This usually became a starting point for them to provide additional 

information and from there new questions would arise in the conversation.  

 

 

3.6 Methodology summary 

 
 General Chosen method 
Scientific approach 
 

Positivistic or Hermeneutic Hermeneutic 

Strategy 
 

Deductive or Inductive Inductive 

Data collection 
 

  

Theoretical: 
 

Qualitative or Quantitative 
Way of documentation  

Qualitative 
Books, articles, internet  

Empirical: Way of collecting the data Interviews by phone, in 
person, and email 

Scientific credibility 
 

Validity and Reliability Validity and Reliability 
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4. THEORETICAL FRAMEWORK 
 
  

In this chapter, it is hoped that the reader will get a better picture and a better 

knowledge about the chosen subject with help from the following theories; market entry 

strategies, perceptions of environmental uncertainties (PEU), international risk 

perception and mode of entry, two dimensions of corruption, and relationship marketing. 

 

 

  

4.1 Theory  
 

4.1.1 Market entry strategies 

When pondering the question of internationalization and how to enter a foreign market, 

companies tend to choose an entry mode consistent with one of the following: exporting, 

joint venturing, or direct investment. The following figure shows these routes to servicing 

the foreign markets along with the options that each one offers. In each route, a 

succeeding strategy involves more commitment and risk, but also more control and 

potential profit. 47 

 

 

                                                 
47 Kotler et al. Principles of Marketing, 4th European edition, 2005, p. 226 

      Exporting  
 
-Indirect 
-Direct  
 

   Joint Venturing 
 
-Licensing 
-Contact manufacturing
-Management 
contracting 
-Joint ownership 
 

 Direct Investment 
 
-Assemble facilities 
-Manufacturing 
facilities 

 Amount of commitment, risk, control and profit potential 
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Figure 248 

 

“Exporting is the most common way to enter a foreign market. It involves the least 

change in the company’s product lines, organization, investment or mission. Exporting 

can fall into two categories –indirect and direct.” 49 

 

 “Indirect exporting involves less investment because the firm does not require an 

overseas sales force or set of contacts. It also involves less risk. International 

marketing intermediaries –home-based export merchants or agents, cooperative 

organizations, government export agencies and export-management companies –

bring know-how and services to the relationship, so the seller normally makes 

fewer mistakes.  

 Direct exporting is when the companies handle their own exports. The investment 

and risk are somewhat great in this strategy, but so is the potential return. A 

company can conduct direct exporting in several ways. It can set up a domestic 

export department that carries out export activities. Or it can set up an overseas 

sales branch that handles sales, distribution and perhaps promotion. The sales 

branch gives the seller more presence and program control in the foreign market 

and often serves as a display centre and customer service centre. Or the company 

can send home-based salespeople abroad at certain times in order to find 

business.”50 

 

“Joint venturing is another method of entering a foreign market, by which the company 

joins with foreign companies to produce or market projects or services. Joint venturing 

differs from exporting in that the company joins with a partner to sell or market abroad.  

 

 Licensing: is a simple way for a manufacturer to enter international 

market. The company enters into an agreement with a licensing in 

the foreign market. For a fee or royalty, the licensee buys right to 

                                                 
48 Kotler et al. Principles of Marketing, 4th European edition, 2005, p. 226 
49 Ibid p. 226 
50 Kotler et al. Principles of Marketing, 4th European edition, 2005, p 227 
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use the company’s manufacturing process, trademark, patent, trade 

secret or other item of value. The company thus gains entry into 

market a little risk; the licensee gains production expertise or a 

well-known product or brand name without having start from 

scratch.  

 The company contracts with manufacturers in the foreign market 

to produce its product or provide its service. The drawbacks of 

contact manufacturing are the decreased control over the 

manufacturing process and the loss of potential profits on 

manufacturing. The benefits are the chance to start faster, with less 

risk, and the later opportunity either to form a partnership with or 

to buy out the local manufacturer.  

 Joint-ownership ventures consist of one company joining forces 

with foreign investors to create a local business in which they 

share joint ownership and control.  Therefore is important to enjoy 

partnership benefits, collaborators must clarify their expectations 

and objectives and work hard to secure a win-win outcome for all 

parties concerned.  

  

The biggest involvement in a foreign market comes through direct investment, which is 

the development of foreign-based assembly or manufacturing facilities. If a company has 

gained experience in exporting and if the foreign market is large enough or growing 

rapidly, foreign production makes economic sense.”51 

 

                                                 
51 Kotler et al. Principles of Marketing, 4th European edition, 2005, p. 227-229 
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According to Bing-Sheng Teng each entry mode has its own benefits and drawbacks as 

seen figure below. These factors dictate their usage in a foreign market. 

 

 

 
 
Figure 352  

  

4.1.2 Perceptions of Environmental Uncertainties (PEU) 

Miller created a framework dealing with the perceptions of environmental uncertainties 

(PEU) to help companies understand the risks that might be encountered in a new market. 

It is called the framework for integrated risk management in international business and it 

has three categorizes of uncertainties relevant to managerial decision-making. “Managers 

may perceive as uncertain 1) general environmental, 2) industry, and 3) firm-specific 

                                                 
52 Bing-Sheng Teng. 2004. The WTO and Entry Modes in China. Thunderbird International Business 
Review, Vol. 46 (4), July-August 2004, p.383   

       Benefits and Drawbacks  of Various Entry Modes 

 Entry Mode  Benefits  Drawbacks 

Exporting • Low entry cost 
and risk 

• Speedy 
• Control 

 
 

• Trade barriers (e.g, 
tariffas) 

• Low local 
resposiveness 

• High production and 
distribution cost 

•
Joint Ventures • Access to 

complementary 
resources 

• Shared cost and 
risk 

• Lack of control 
• Creating potential 

competitors 
• Managerial 

difficulties 

Wholly Owned 
Subsidiaries

• Self-reliance: no 
need to look for 
JV partners or 
acquisition 
targets 

• Control over 

• Slow 
• High resource 

requirement 
• High risk 
• Entry barrier 

Acquisitions • Speedy 
• Gain valuable 

resources 
• Low market risk

 
 

• Lack of targets 
• High 

acquisition 
costs 

• Unwanted
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variables.” 53 To sum it all up: “General environmental uncertainties include political and 

government policy instability, and macroeconomic uncertainty. Industry uncertainties 

encompass input market, product market, competitive, and technological uncertainties. 

The third category, firm-specific uncertainties, includes uncertainties regarding 

operations, research and development, and management and employee actions.”54  

 

In 1993, Miller built on his three-pronged framework with a focus on countries and 

industries. It hypothesize that managers’ perceptions of environmental uncertainties differ 

across countries and industries in a manner consistent with his 1992 typology of 

uncertainties. It postulated that political, government policy, and macroeconomic 

uncertainties were expected to differ across countries but not across industries. 55 Here, 

political uncertainty refers to “the unpredictability of changes in political regimes. Policy 

uncertainty indicates instability in government policies that have an impact on the 

business community.”56  

 

4.1.3 International Risk Perception and Mode of Entry 

Ahmed, Mohamad, Tan, and Johnson build on Miller’s framework by “identifying key 

components of international risk involved in strategic decision making and then exploring 

how management might minimize the impact of these risks on the firm through the entry 

mode selected in order to examine the risk/entry strategy relationship”.57  

Ahmed et al. study’s goal was to provide a better understanding of “the relationship 

between international risk and the entry mode strategy from the viewpoint of firms based 

in emerging economies”.58 

 

                                                 
53 Miller, Kent D. 2nd Qtr., 1992. A Framework for Integrated Risk Management in International Business. 
Journal of International Business Studies, Vol.23, p.318 
54 Miller, Kent D. 1993. Industry and Country Effects on Managers’ Perceptions of Environmental 
Uncertainties. Journal of International Business Studies. p.695 
55 Ibid., p.695 
56 Ibid., p.695-696 
57 Zafar U. Ahmed, Osman Mohamad, Brian Tan, James P. Johnson. 2002. International risk perceptions 
and mode of entry: a case study of Malaysian multinational firms. p,806 
58 Ibid., p.806 
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Figure 459 

 
 
4.1.4 Two Dimensions of Corruption 

What is corruption? One definition “refers both to a type of transaction – that is, one that 

involves the abuse (or misuse) of public power for private gain – and to a prominent 

statewide relationship among public officials, established institutions, and private 

parties.”60 According to Rodriguez et al., “The challenges firms face on entering foreign 

countries largely reflect their efforts to understand and adapt to local corruption.”61 For 

companies to effectively perform in a new environment, they should understand the 

characteristics of corruption. They also need to understand that corruption differs in every 

country and these factors should be considered in decisions on entry and expansion in 

new markets. Furthermore, grasping the concept of corruption can lead to a better 

understanding of how governments differ and how they matter in the decisions of firms.62  

 
Through their research, Rodriguez et al. devised a two dimensional framework of 

corruption – pervasiveness and arbitrariness – to help distinguish between different 

corruption environments and to help provide an understanding of corruption and how it 

affects entry modes of multinational companies in foreign markets. The framework 
                                                 
59 Ibid., p. 806 
60 Peter Rodriguez, Klaus Uhlenbruck, Lorraine Eden. 2005. Government Corruption and the Entry 
Strategies of Multinationals. p. 384 
61 Ibi., p. 383 
62 Peter Rodriguez, Klaus Uhlenbruck, Lorraine Eden. 2005. Government Corruption and the Entry 
Strategies of Multinationals, p. 383 
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attempts to analyze “corruption through the aggregate characteristics that apply to the set 

of all corrupt transactions with governments in a given country.” 63 

 

 “Pervasiveness is the average firm’s likelihood of encountering corruption in its normal 

interactions with state officials. It captures the degree to which a firm is obliged to 

address corrupt behavior.” In other words, pervasiveness “correlates with the necessity of 

actively addressing the opportunities or threats posed by corruption.” Arbitrariness is 

defined here as “the inherent degree of ambiguity associated with corrupt transactions in 

a given nation or state.” In other words, arbitrary corruption is less predictable and will 

vary depending on the transaction.64 “Where corruption is highly arbitrary, transactions 

with government officials are characterized by an enduring uncertainty regarding the size, 

target, and number of corrupt payments necessary to obtain an approval.” Rodriguez et al. 

suggest Russia in the 1990s as an example of highly arbitrary corruption and further 

explain that  “the two dimensions of corruption are independent, capturing wholly 

different aspects of corruption, but neither is sufficient to fully characterize the local 

environment; they are simultaneously experienced and must be considered together.”65 

 

                                                 
63 Ibid,p.385 
64 Peter Rodriguez, Klaus Uhlenbruck, Lorraine Eden. 2005. Government Corruption and the Entry 
Strategies of Multinationals. p.385 
65 Ibid., p.386 
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Figure 5.66  

 
According to Rodriguez et al. arbitrariness of corruption increases the incentives for an 

international organization entering via direct investment to partner with local firms. Most 

interestingly they state, “Arbitrariness increases the benefits of external legitimacy. 

Government officials face less risk when abusing non-legitimate firms and, thus, are 

more likely to support and/or engage in corrupt behavior toward them. The higher the 

external legitimacy of a firm, the lower the probability that corruption will limit its 

activities.” 67 

 

Unlike arbitrariness, pervasiveness reduces the likelihood that a firm entering via FDI 

will choose a local partner rather than a wholly owned subsidiary, because the benefits to 

                                                 
66 Rodriguez, Peter, Klaus Uhlenbruck, Lorraine Eden. 2005. Government Corruption and the Entry 
Strategies of Multinationals. and Lee, Seung-Hyun, Kyeungrae Kenny Oh. 2007. Corruption in Asia: 
Pervasiveness and arbitrariness.  
67 Rodriguez, Peter, Klaus Uhlenbruck, Lorraine Eden. 2005. Government Corruption and the Entry 
Strategies of Multinationals, p.389 
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partnering are reduced and compliance with pressures to engage in corruption is 

expected.68 

 

Corruption affects institutional distance the most where it is highly pervasive. Under 

pervasive (ie, broadly diffused) corruption, an international organization sub units can 

largely be expected to comply with corrupt government agents. If a company is able to 

blend into a pervasively corrupt environment, it refers to their ability to comply with 

pressures to pay bribes, engage in corrupt activities, and so on, which may support the 

subsidiary’s external legitimacy, because it conforms to local business norms and creates 

acceptance by government agencies.69 

 
Lee et al. go a step further to apply Rodriguez et al’s. two dimensions of corruption to 

Asia. They propose various types of corrupt environments that foreign companies might 

face while doing business in Asia. 

 

1- “When pervasiveness is high and arbitrariness is low, more firms will pay bribes, 

but will receive the service agreed upon at the time of bribery. 

2- When both pervasiveness and arbitrariness are low, fewer firms will pay bribes 

and will receive the service agreed upon even when bribery is required. 

3- When both pervasiveness and arbitrariness are high, more firms will pay bribes 

and will be unable to expect to receive the service agreed upon at the time of 

bribery. 

4- When pervasiveness is low, but arbitrariness is high, fewer firms will pay bribes, 

but will be unable to expect to receive the service agreed upon at the time of 

bribery.  

5- When pervasiveness is high, but arbitrariness is low, more inbound FDI will 

happen. In addition, foreign firms will feel less disadvantaged compared to local 

firms because it is rather certain that the bribery will deliver the service promised 

at the time of bribery. 

                                                 
68 Rodriguez, Peter, Klaus Uhlenbruck, Lorraine Eden. 2005. Government Corruption and the Entry 
Strategies of Multinationals, p.390 
69 Ibid.,p.391 
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6- When both pervasiveness and arbitrariness are low, more inbound FDI will 

happen. In addition, foreign firms will feel less disadvantaged compared to local 

firms because it is less likely to have to pay bribes and even when it is required to 

bribe, it is predictable that the service will be delivered. 

7- When both pervasiveness and arbitrariness are high, less inbound FDI will 

happen. In addition, foreign firms will feel more disadvantaged compared to local 

firms because it is more likely to have to pay bribes and when it is required to 

bribe, it is unpredictable if the service will be delivered. 

8- When pervasiveness is low but arbitrariness is high, less inbound FDI will 

happen. Foreign firms will feel more disadvantaged compared to local firms 

because, even though bribery is prevalent, it is more likely that it will be 

unpredictable if the service will be delivered when bribery is needed.”70 

 

4.1.5 Relationship marketing 

Empirical research has argues that firms in industrial markets establish and develop 

lasting business relationships with other businesses. This is known as relationship 

marketing. In particular, this is true in international markets, where a company is engaged 

in a network of business relationships comprising a number of different firms – export 

distributors, agents, foreign customers, competitors, and consultants as well as regulatory 

and other public agencies. Networks connect these business relationships where the 

parties build mutual trust and knowledge through interaction, and that interaction means 

strong commitment to the relationships.71 

 

                                                 
70 Lee, Seung-Hyun, Kyeungrae Kenny Oh. 2007. Corruption in Asia: Pervasiveness and arbitrariness, p. 
102-106 
71 Albaum, Strandskov, Duerr, 2002, International Marketing and Export Management 4th edition, p. 58 
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5. EMPIRICAL FINDINGS 

 
  

In this chapter, market specific information is presented on the subject 

companies, the interviewees are introduced, and their responses follow. The responses 

are broken out by country. In each country, the empirical information is written in a 

logical order. Please see Appendix for the questionnaire and interview responses.  

 
 

 

5.1 Presentation of Companies 
 
5.1.1 Kalmar Industries 

• Kalmar Industries first entered the Asian market in the mid 1980s and currently 

has three main operating hubs in Hong Kong, Shanghai (opened in1996), and 

Singapore with other service centers. Sales offices are entirely owned by Kalmar 

Industries. In China, Shanghai also has a production facility that is wholly owned 

by the company and is separate from the sales departments. In 2005-2006 Kalmar 

Industries developed a training center here to train service personnel.72 The 

company is currently marketing seven of 12 product ranges in China.73 There are 

approximately 700 employees, of which maybe a handful is European. 

 

• Kalmar Industries has been operating in Russia since the 1980s. Market entry was 

eased because it is a part of the Finnish company, Cargotec, which has a long 

history and good business relations in Russia. In 2005, Kalmar Industries 

established a local operating company, fully owned by Kalmar Industries. Offices 

are located in Moscow, St. Petersburg, and Novorossiysk by the Black Sea.74 

There are currently 10 of 12 product lines existing in Russia.75 In this market 

                                                 
72 www.Kalmar Industries asia.com 2007-03-22 
73 Interview with Dan Pettersson, 2007-04-30 
74 Cargotec Annual Report 2006 
75 Interview with Dan Pettersson, 2007-04-30 
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there is one ex-pat manager and the other employees are local. There are 

approximately 20 employees - five in sales and 15 service technicians.76 

 
5.1.2 Trelleborg AB   

• The company is divided into various subsidiaries, and the subsidiary interviewed 

is called Fluid Systems. Trelleborg AB Fluid Systems has been operating in 

China for many years. This subsidiary bought a factory in Shanghai in 2005 and it 

is fully-owned. They plan to open a sales office in the near future and hire a local 

manager. The company has a small factory in Sweden and they bought one in 

France in 1998. Today there are around 700 employees working for Fluid 

Systems in France. The products offered are rubber hoses for industrial use, 

construction products, and transport hoses for petroleum, oil, and even wine. 

There are approximately 150 types of rubber hose product.  

 

• Trelleborg AB Fluid Systems first entered the Russian market in early 1990 but 

was closed two years later due to unstable and un-secure environment. Then in 

1997, Trelleborg AB established an office in Moscow mainly to take care of BA 

Automotive and BA Wheel, still running. The plan is to further build on this 

stronghold with other BA and BU.  
 

 

5.2 Presentation of interviewees 
Interview #1 – Robert Widetoft, Trade consultant at 30Degrees 

Interview #2 – Dan Petterrson, Product Line Manager, Kalmar Industries  Industries 

Interview #3 – Michael Wilhelms, Sales & Market Manager, Isp Nordic & Baltic 

Interview #4 – Anna Turlova, Area Sales Manager  

Interview #5 – Katrin Larsson, Sales Assistant, Overseas Department 

 

                                                 
76 Interview with Dan Pettersson, 2007-04-30 
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5.3 Presentation of interview responses 
The responses in this section will be addressed first in category of emerging market: for 

example we’ll take a look a look at Kalmar Industries and Trelleborg AB Fluid Systems 

in China. Then we will do the same for Russia. In each market we will address how each 

company entered the market and then provide data in terms of how they developed in the 

market and any challenges they encountered. 

 
5.3.1 Presentation of responses on China  

 Kalmar Industries  

Kalmar Industries has been in Asia since the 1980s and they entered the market through 

sales people that were sent from Europe. They eventually set up sales offices and a 

partnership with a local company. Now the sales offices are entirely owned by Kalmar 

Industries. There is also a factory in Shanghai, which has been fully owned by the 

company from the start. In 2005, a training center was developed there to train service 

personnel. Shanghai and Hong Kong were obvious points of entry for Kalmar Industries 

because they have big seaports. From a legal perspective, the perception is that access to 

mainland China was eased due to British influence in neighboring Hong Kong (now 

returned to Chinese rule but acting as a separate country with its own currency and 

British legal system77).  

 

With the increasing development of world trade, Kalmar Industries correctly surmised 

that China would need equipment to ship things. The initial strategy was to target main 

ports by the sea that were more open to western business than say inland ports. Then, the 

company eventually spread out to the inland ports, which was an opportunity that came 

with its own unique challenges as far as dealing with currency because the inland 

companies usually conduct business in only local currency because they are smaller and 

don’t do as much business with foreign currencies. At times, this puts a burden on 

Kalmar because it has to convert local currency back into the operating currency, which 

is not always so easy. The situation is better with coastal companies as they have the 

ability to use foreign currency because they deal more with foreign companies. 

                                                 
77 http://news.yahoo.com/s/ap/20070623/ap_on_re_as/hong_kong_handover_anniversary, 2007-06-24 
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China represents the biggest growth potential for Kalmar Industries. It’s WTO 

membership did not really seem to affect Kalmar Industries’ business because China’s 

own products are not nearly as good; therefore Kalmar Industries ’s equipment is needed.  

The company knows of five global competitors. There are copycat concerns in this 

market and the company is aware of some Chinese replications of their machines. The 

strategy to combat copycats is to keep improving products, continue reinforcing 

relationships with existing clients and provide a range of service offerings. But the 

company believes that since it is a truly global company, it will have no problem 

differentiating itself from the competition. In addition, they focus a lot on service and 

support and are prepared to follow where their customers go.  

 

Kalmar Industries has approximately 700 people working in China of which maybe a 

handful is European. The Europeans are mainly there to provide training and act as 

financial controllers. However, local managers have decision-making power and the 

organization is not top management heavy. Having local workers is considered a key to 

success because they understand the customer best.  

 

Concerning local operation, customs procedures are perceived as being very complex in 

this market.  Importation of components to China is a nightmare because China wants to 

promote the locally produced components. However, Kalmar Industries prefers its own 

components due to strict quality standards. In addition, at the factories they notice that 

quality control is an obstacle compared to other factories owned by the company. For 

example, instead of following assembly instructions, workers try to be creative by taking 

shortcuts and using cheaper materials. So Kalmar Industries has to take extra measures to 

ensure quality control.  

 

On the question of perceptions of the labor force in China, there is a perception that 

loyalty is lacking here. There is a 25% turn over rate at the factory. The more educated 

they are and the better their English skills, the more likely workers are to move. Money 

seems to be the motivating factor here. As the middle class workers are upwardly mobile 
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and want to create a better life for themselves, this is not necessarily a surprise. This high 

turnover is compared to 5% turnover in Sweden location, and is not reflected in the local 

sales offices, which have lower turnover rates and more motivated employees. However, 

this difference could be attributed to the sales offices being more established than the 

factory, which is newer. 

 

In terms of local bureaucracy, the interviewee gave an example of drivers who only care 

about driving products from point A to point B; not making sure it is safely transported. 

Kalmar Industries has now developed good relationships with the local government 

officials, which should help to address such issues in local bureaucracy. 

 

Regarding the communist government, the interviewee considers this market to be more 

stable for Kalmar Industries’s business because they know the government won’t change. 

Concerning mafia concerns, there is a bribery culture, but it doesn’t seem to be affecting 

their business. Business systems appear to basically remain the same and there don’t 

seem to be any major deviation from company rules. Kalmar Industries uses western law 

firms that are located in the country to assist in resolving legal matters.  However, it also 

helps that their customers have local political contacts to help facilitate business. 

 

Now that Kalmar Industries has built up its brand in China, in the future they intend to 

expand with new products to new customers and most importantly, build up service 

organizations. But before introducing new product ranges, they will have to decide if the 

products will be built there or shipped. 

 

 Fluid Systems subsidiary of Trelleborg AB  

As Trelleborg AB is a global company, it was not difficult for the subsidiary to enter the 

Chinese market since other parts of the company have been operating there for several 

years. The entry mode for this subsidiary was mostly by exportation. The business is 

located in coastal cities like Beijing, Shanghai and Hong Kong. Presently, products are 

still being exported to the Chinese market. The transportation of products to China is not 

always paid of the company itself, the have different agreements with their clients. 
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To become more profitable, this subsidiary bought a factory in Shanghai in 2005. The 

factory is fully-owned. They plan to open a sales office and are now looking for a 

salesman that can speak the native language to help grow business there. The factory will 

only produce part of the range, so other parts will still be exported to be able to offer all 

ranges. In the factory, the labour force is mostly native, but there are also some foreigners 

from France there as engineers working on machine installations. 

 

According to the interviewee, some great indicators for remaining in this market include: 

industrial development is growing very fast, clients are purchasing large quantities of the 

products, this is a new market so there are not many competitors, and they have the 

support of other company subsidiaries being in the local market. Depending on the price, 

business is conducted in Euros. There are some copycat problems, and sometimes the 

clients seem to see price as more important than quality. Also export documentation is 

quite strict here. To overcome the price barrier, Fluid Systems will up sell the quality 

aspect of products and, depending on the cost, they might split the cost of import tax. In 

addition, the subsidiary works to listen to the needs of the customers. Besides some of the 

threats listed above, the company is not overly concerned because the perception is that 

the market is continually growing so there will always be a need for their products, in 

spite of any competition. 

 

Some perceived difficulties operating in this market include that recently they are 

receiving more inquiries from trading companies. Many of these inquiries to place orders 

are not serious and the clients often disappear. It is a scam that seems to be a growing 

trend in general. The company attributes the increase of inquiries to China looking to 

develop its wine industry and the need for their products - hoses. Before the demand 

mostly concerned hoses for water and petrol use. As a result of almost falling prey to one 

such scam, the company is very careful about visiting customers they are unsure of. To 

avoid this kind of situations they have contact with the Swedish Trade Council to verify 

potential companies. The practice now is to only sell when they are sure of good 

business.  
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The interviewee says she has not noticed many changes while doing business in this area. 

One thing that can be a little bit different from other markets is the amount of exportation 

paperwork and long contracts. The Chinese are very careful and it is very important that 

everything goes by the law.  

 

Currently 10% of the Fluid Systems business is being conducted in this market. The 

interviewee could not provide the target goal. 

 

Language is not perceived as a large barrier to conducting business, but it certainly helps 

a lot to know Chinese to avoid misunderstandings. For example, the interviewee 

experiences difficulty communicating over the phone, but email communication is much 

easier because the Chinese counterparts tend to communicate better in written English. 

The company website was translated in Mandarin half a year ago to make it easier for 

their customers to get information about the company and services offered. 

 

When asked about doing business in the current political climate, the interviewee says 

she cannot see any special risks that will affect or change their way of doing business. 

The company doesn’t currently have many customers in this market, but the industrial 

market is quite stable and growing.   

 

5.3.2 Presentation of responses for Russia   

 Kalmar Industries 

Market entry was eased because it is a part of the Finnish company, Cargotec, which has 

a long history and good business relations in Russia. Kalmar Industries entered the 

market initially through exportation of their products from Europe to Russia and then a 

representative office was established. In 2005, Kalmar Industries established a local 

operating company, fully owned by the company. Local dealers are used to cover other 

parts of the country. The company does not currently have a manufacturer in Russia to 

produce equipment. The Russian market as good to enter because of the many port 

terminals and other industrial areas where Kalmar Industries container transport products 
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can be used. Based on a recent market research conducted by the company, 80% of 

Russian equipment is old and need to be changed. This provides a good opportunity for 

Kalmar Industries to expand its business in the market. The research was done several 

years after market entry to see if the company was correctly positioned in the market.  

 

Unlike China, there is no production plant here, but more sales offices are opening. In 

this market, Kalmar Industries is focusing on volume sales as it makes more sense than 

trying to spend money/effort marketing several products. In this market the manager is an 

ex-pat and the rest of the 20 employees are native Russian. There are five sales people 

and 15 service technicians. The interviewee has noticed that employees could be more 

proactive and creativity is lacking, unlike in China. However, a good thing is that 

turnover is not as high here. Local sales people are relied on to give feedback on how the 

market is developing and the company is seeing a trend that young western educated 

managers are coming back to the country. This is a positive trend that will help facilitate 

business in the future because they will be more open-minded and not as conservative as 

the older generation. 

 

There is not a lot of competition, but there are a lot of customers who need equipment of 

high quality. The company is developing its service offerings here to capitalize on a 

concept that didn’t really exist before. They have to teach the customers to take care of 

the machines and show how this saves money over time. In this industry, it can be seen 

that Russia has a culture to buy products that are not Russian because they are thought to 

be better quality. But the competition that exists on the market is mostly through agents 

representing other companies; not from any locally based subsidiaries. The copycat issues 

are not really a problem since Russian products are not as developed or as good in 

quality. 

 

Russia is a huge country and Kalmar Industries feels that there is great potential currently 

hampered by an economy that is still in transition. Russia is not as stable and is more 

difficult to do business in, than China for example, because bureaucracy is difficult to 

master as rules are always changing. And the regulations that are imposed cause 
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exportation headaches and sometimes delays machine sales, but Kalmar Industries pays 

the fees anyway.  There is also a problem creating a middle class and wealth is 

concentrated in only a few cities. 

 

The culture in Russia is very price oriented and to counter this Kalmar Industries will 

have to consider adjusting product offering to suit the market. For example, German 

clients inquire more about quality, while Russian clients inquire about price. It is helpful 

to know Russian as the older generation of managers, 40-50 year olds, tend not to speak 

English very well. In dealing with them, it is helpful to be able to communicate in 

Russian. The Finnish manager who is currently working in the sales office is experience 

some headaches due to the language barrier. It is also important to understand the 

Russian mentality. They are not quick to make decisions, but like to take their time to 

consider all options. 

 

One interviewee does not feel that the company is receiving any incentives from the 

government to be there. However, what continues to motivate them is the huge potential 

for business coming in the future. In contrast, China provides incentives to start business. 

In spite of obstacles, Russia shows huge potential, which is measured by the number of 

containers going through Russia. It is a bigger country than Finland and its steel and 

wood industries are huge; but it ships less containers. These two big industries provide 

good indicators of growth potential in the container shipping market. 
 
 

 Fluid Systems subsidiary of Trelleborg AB 

Trelleborg AB first entered the market in early 1990s, but had to close two years later due 

to the unstable and un-secure environment. Then in 1997, they established an office in 

Moscow mainly to take care of BA Automotive and BA Wheel, which were still running. 

The plan is to further build on this stronghold with other BA and BU. The mode of entry 

was by way of export sales combined with other Trelleborg AB product areas that had 

ongoing projects. The way of doing business has not changed much yet from the mode of 

entry, but later the company plans to build up partnerships with local distributors.  
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Trelleborg AB first learned about the market by trial and error method. Later they started 

to investigate the market structure by contacting other Scandinavian companies that had 

already established a presence in the region.  

 

This market is interesting because of its size and close proximity to the company’s 

production facilities in Scandinavia. A normal Russian factory is huge and has a 

population close to normal cities in Scandinavia. Also, as a result of the Soviet era 

breaking up, a big interest in western produced products grew.  Some other indicators are 

infrastructural changes and potentials. The forest, mining and agricultural areas are 

further indications that the company has huge potential in this market. The output and 

need for industrial rubber products are substantial. 

 

From the time of market entry, the interviewee has noticed a change in the ability to do 

business compared to the past. As the former political climate has improved, it makes it 

easier for local potential customers to contact them and vice verse. It is also easier to visit 

these areas. But they do not feel that it is risky to conduct business in Russia and consider 

the market to be relatively stable. As long as these countries (Russia and Baltics) look to 

join the EU, this perception will not change.  

 

When asked if they have to change the way they do business, the interviewee responded 

that he has always been a chameleon and has done business in most countries, so yes, one 

has to adopt local business culture. In these areas it is vital to first build up a relation 

before talking business. In terms of the current political system, the interviewee feels that 

working under this political system does not make them practice business differently. 

Their current market presence and export sales method are working quite nicely for them.  

 
Price levels have been the main barriers in selling products because local production used 

to be subsidized by the government. The company is overcoming these barriers through 

education, product training, and providing the availability and quick delivery of quality 

products.  
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Some developing opportunities have been found in huge projects in harbor and mining 

areas that they so far have not been well represented in. When asked how they deal with 

the government, the interviewee said that today they do export sales or sales via neighbor 

countries and it is those laws that control their business. For major local projects it is 

defined by the contract. He doesn’t feel that the political system affects the mode of entry 

or company policies. 
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6. ANALYSIS 
 
 
  

In this chapter, the reader will follow an analysis containing results received 

from questionnaires and interviews. This data will be applied to the theoretical 

framework. The analysis is presented by order of theories as they appear in Chapter 4.  

 
 
 

6.1 Introduction 
Responses from the interviews of Kalmar Industries and Trelleborg AB Fluid Systems 

were given in terms of things that were working for these companies in the markets and 

things that were/still are challenges and how they have been able to overcome them. By 

doing this study the authors learned how these companies entered the market and how 

they established themselves in the emerging markets of China and Russia.  

 

6.1.1 Entry modes 

Kalmar Industries and Trelleborg AB Fluid Systems entered both markets of China and 

Russia by exportation. Both companies used direct export and have been progressively 

growing on the markets. In Russia, Kalmar Industries entered the market initially through 

exportation of their products from Europe to Russia. Later, a representative office was 

established. In 2005, it became a fully owned local operating company. Kalmar Industries 

has progressively developed in this market and moved from direct exportation to wholly 

owned subsidiary.  

 

In the Chinese market, Kalmar Industries’ success in exportation led to the establishment 

of a local factory. They first entered the market through sales people who were sent from 

Europe and eventually set up sales offices and partnerships with local companies. 

Presently, the sales offices are fully owned by Kalmar Industries. The company has 

experienced difficulty with customs procedures and perceived them to be very complex 

in this market. 
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Trelleborg AB’s entry mode was also exportation to Russia by way of export sales 

combined with other Trelleborg AB projects. They later set up a local sales office in 

Moscow in 1997. Admittedly, in the beginning they experienced some problems due to 

the unsecured environment and had to leave the market, only to return a few years later.  

 

In China, Trelleborg AB Fluid Systems started mostly with exportation and still continue 

direct exportation. However, in 2006 they further invested in this market by purchasing a 

factory in Shanghai. Currently they are searching for a local sales person to head a sales 

office there.  However, it is important to note that the main mode is still exportation. 

 

We have found that both subject companies’ perspectives on market entry verify the 

market entry model in terms of direct market entry, subsequent growth, and more 

commitment in the market by establishing sales offices and building factories to reduce 

expenses and increase profits. By use of exportation both companies faced a lower entry 

cost and less risk because according to Kotler, export requires less investment and the 

least change in the company’s product lines, organization, and investment. According to 

Teng, the benefits these companies achieved was low entry cost, lower risk, speedy entry, 

and more control of their business. Teng also points out that this mode has certain 

drawbacks such as trade barriers, and higher distribution costs. For example, both 

companies perception is customs regulations have been complicated, however not enough 

to dissuade them from these markets. Teng’s list of drawbacks and benefits has also been 

verified by these companies establishing wholly owned investments (Kalmar Industries in 

Russia and China, and Trelleborg AB Fluid Systems in China). This ownership provides 

both companies more control over their business with the possibility for higher profits, 

while the drawback is high resource requirement and higher risk. 

  

We can actually see that the wholly owned subsidiaries have become an attractive option 

in both markets as both Kalmar Industries and Trelleborg AB entered through exportation 

and gradually progressed to ownership (not including Trelleborg AB in Russia). 

According to Teng, “In the 1980s and 1990s joint ventures had been the favored mode to 
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enter China. More recently, wholly owned subsidiaries have become increasingly 

attractive, since they offer more managerial control over joint ventures. This is due to 

China’s economic reforms and loosening government restrictions hat are creating 

opportunities for global organizations. After China’s WTO accession, significant market 

openings have been made, which facilitate entry strategies from exporting to acquisitions. 

In the case of Kalmar we found that they moved from export to full-ownership.78  

 

6.1.2 Perceptions of Environmental Uncertainties (PEU) 

Entering new markets poses uncertainties that companies will probably have to deal with. 

Miller’s PEU outlines three main uncertainties: general environmental, industry, and firm 

specific. The two companies that we have studied are facing a general environmental 

uncertainty according to Miller. Because they have to accept and understand the political 

environment that is very different from their own home countries and all the other factor 

that are include in the macro environment. In China and Russia, both companies have 

experienced various uncertainties in different categories. In the general environmental 

category, Kalmar Industries perception in China is that the communist government is 

seen as a stabling force in this market because the ruling party is not expected to change; 

therefore the assumption that current policies should remain. In addition, industrial 

markets tend to not change quickly.  

 

They both have encountered uncertainties in the industry category in terms of copycats as 

competition. Specifically, to combat this risk in China, Kalmar Industries is focusing on 

product improvement, continuing to reinforce relationships with existing clients and 

providing a range of serve offerings. In addition, the company believes that since it s a 

truly global company, it will have no problem differentiating itself from the competition. 

Kalmar acknowledges the presence of copycats in the Russian market, but it is not 

perceived as a big problem as Russian products are not as developed or good in quality. 

Fluid Systems in China has also faced copycat problems and have to deal with clients 

who see price as more important than quality and purchase imitation products. To 

                                                 
78 Teng, Bing-Sheng. 2004. The WTO and Entry Modes in China. Thunderbird International Business 
Review, p. 383   
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overcome this price barrier, the company usually emphasizes the quality aspect of 

products and further provides the buyer incentive by splitting the cost of import tax 

(depending on the cost). In Russia, they deal with the price issue by educating clients, 

product training and providing the availability and quick delivery of quality products. 

 

In the firm specific category, Kalmar gave an example of dealing with high turn over rate 

in the factory (25%) and learning how to deal with it (compared to low turnover rate in 

Russia). What they are seeing is that money seems to be the motivating factor because the 

middle class employees are more upwardly mobile and want to improve their lifestyle.  

 

In addition, Miller (1993) built on Miller (1992) first theory regarding a framework for 

integrated risk. It is interesting to mention Miller (1993) here for Kalmar Industries and 

Trelleborg AB Fluid System are in two different types of industries areas yet operating in 

the same emerging markets. That helps us when it comes to the uncertainty that these two 

companies are facing in the emerging markets, China and Russia, so we will only be able 

to see the differences between the two markets and not between the two companies in the 

two markets according to Miller (1993). 

 

6.1.3 International risk perception and mode of entry 

The interviewees from Kalmar Industries point out that the cultural differences are very 

important to consider when doing business abroad in both emerging markets. They mean 

that using local workers is the key to success because they understand the customer best 

and also know the socio-cultural environment, which include the native language. In 

China and Russia the English skills are not that good especially in the older generation of 

managers. However, the younger generation of managers, some of whom left the country 

to get western education, are coming back to work in Russia. They are more open-minded 

and Kalmar Industries believe this will help facilitate business in the future. The 

interviewee also believes that it is important to understand the Russian mentality.  The 

area sales manager for Russia also mentioned that Russian customers are sometimes 

skeptical about the price associated with products that provide more gadgets (advanced 

technology) than they feel is necessary to get the job done. This is a question of taste. 
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Kalmar Industries is faced with the idea of modifying products to meet customer tastes or 

showing them how the advanced technological features will actually benefit them. 

 

Trelleborg AB Fluid System also has considered cultural differences and therefore they 

are now looking for a salesman that can speak the local language and understand the 

client better. The interviewees also experience difficultly communicating over the phone, 

but email conversation is much easier because the Chinese counterparts communicate 

better in written English. The company website has also been translated in mandarin to 

make it easier for customers to get information about the company and services offered.  

 

Both companies feel that working under these political systems in China and Russia have 

not changed their way of conducting business, except that they have to deal with the 

headaches of customs rules and heavy paperwork.  In other words, they don’t feel that 

they have to operate differently in these markets than in others. 

 

Ahmed et al.’s theory about identifying key components of international risk include, but 

are not limited to – cultural differences, political risk, and differences of taste. The 

subject companies have experienced challenges in these areas and in hindsight they could 

have been better prepared if they had closely evaluated these risks upon determining 

market entry. Interestingly, according to the interviewees from both companies, no 

market research was done at market entry. Entry was initiated upon advice from contacts, 

or through trial and error. However, Kalmar Industries did say they recently concluded 

(within the past few years) a research study in Russia to better understand their position 

in that market.  
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6.1.4 Corruption 

As mentioned earlier in this paper, Transparency International rates the perception of 

Russia and China as highly corrupted countries (China is rated 3.0-3.6 and Russia 2.3-2.7 

on a scale of 10 (highly clean) to 0 (highly corrupt).79 Rodriguez et al. and Lee et al go 

further to provide an illustration comparing the types of corruption in these countries in 

Figure 5. The illustration places Russia and China on the arbitrariness and pervasiveness 

axis. China is perceived as a high pervasiveness and low in arbitrariness. Russia is 

perceived as a high in arbitrariness and low in pervasiveness. 

 

Rodriguez et al. proposed two dimensions of corruption: pervasiveness and arbitrariness. 

Lee et al. took this same model and focused it on Asia. According to Rodriguez et al. 

pervasiveness is characterized as the likelihood of a company encountering corruption in 

its normal interactions with state officials. Arbitrariness is characterized as less 

predictable and will vary by transaction. Based on Lee et al.’s study, China is considered 

highly pervasive and low arbitrary, ie: more firms will pay bribes, but will receive the 

service agreed upon at the time of bribery.  

 

Neither Kalmar Industries nor Trelleborg AB Fluid Systems feels that they need to 

change the way they conduct business in China or Russia. Neither mentioned 

encountering corruption in these markets. In addition, the product line manager at Kalmar 

Industries mentioned that as far as he knows, business is being conducted by the books, 

and he doesn’t expect that local employees are conducting business differently, but if 

they are, he not is not aware of or told about it.  

 

However, one can argue that there are implications of corruption. For instance in China, 

Kalmar Industries says that building local relationships is important. They also mentioned 

developing good relationships with local government officials. Lee et al.’s study states,  

“While networking can be an important source of competitive advantage, in many Asian 

countries, some of the networking was done on the basis of under-the-table corruption 

transactions. In this sense, not all, but some of what has been seen as a network 

                                                 
79 http://www.transparency.org/policy_research/surveys_indices/cpi/2006 2007-04-14 
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advantage can also be seen as a corrupt behavior.”80 Furthermore, it is puzzling, but in 

some Asian countries “contrary to conventional wisdom, economic development was in 

place hand in hand with a high level of corruption.”81 Both companies acknowledge the 

existence of copycats in the Chinese market, while Kalmar Industries also notes that 

bribery is present in the Chinese culture.  

 

As mentioned above, Russia is perceived as highly arbitrary (Rodriguez et al) and highly 

corrupt (Transparency International). Our subject companies did not acknowledge 

encountering any corruption in the course of doing business in this market. However, 

Trelleborg AB mentioned having to temporarily leave the Russian market due to an 

unstable and un-secure environment.  

 

6.1.5 Relationship Marketing 

According to Albaum, networking, as a part of relationship marketing connects business 

relationships where parties build mutual trust and knowledge through interaction. Kalmar 

Industries has pointed out that in both Russia and China building strong relationships is 

important and they spend time entertaining customers. It also helped Kalmar Industries to 

enter both markets. In fact, they attribute ease of market entry due to its relationship with 

Cargotec, a Finnish company, which has a long history of good business relations in 

Russia. When faced with local bureaucratic problems in China, Kalmar Industries has 

provided an example of problems with local transporters and that these and other similar 

issues have been addressed by developing good relationships with the local government 

officials. Trelleborg AB also cites the importance of building partnerships in the future 

with local distributors in the Russian market. In addition, both companies cite the benefits 

of hiring local employees because they know the ins and outs of the markets and so are 

better suited to establish local relationships with other agencies, businesses, and clients. 

These examples verify the relationship marketing theory, which says that firms in 

industrial markets establish and develop lasting business relationships with other 

businesses, customers, public agencies, distributors, and agents.  

                                                 
80 Lee, Seung-Hyun, Kyeungrae Kenny Oh. 2007. Corruption in Asia: Pervasiveness and arbitrariness, p.98 
81 Ibid., p. 100 
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7. CONCLUSION 
 
   

In this conclusion, the research questions will be answered followed by a 

discussion about the areas studied. Furthermore, criticisms to the study, suggestions for 

continued research, and reflections will be provided. 

 
 

 

7.1 Conclusion 
 
Corruption is by many accounts, is prevalent in both the Chinese and Russian markets. 

Lee et al. go so far as to say that economic development in some Asian countries seems 

to go hand in hand with corruption. However, based on the perceptions of the subject 

companies, Kalmar Industries and Trelleborg AB Fluid Systems, corruption does not 

seem to have any impact on the way they conduct business in these emerging markets. If 

it is present in these countries, it seems to be a non-issue in terms of conducting business. 

 

According Trelleborg AB Fluid Systems in the Chinese market, some great indicators for 

remaining in this market include: industrial development is growing very fast, clients are 

purchasing large quantities of the products, this is a new market so there are not many 

competitors, and they have the support of other company subsidiaries being in the local 

market. Depending on the price, business is conducted in Euros. 

 

According to Kalmar Industries in Russia, based on a recent market research conducted 

by the company, 80% of Russian equipment is old and need to be changed. This provides 

a good opportunity for Kalmar Industries to expand its business in the market. The 

research was done several years after market entry to see if the company was correctly 

positioned in the market. Russia is a huge country and Kalmar Industries feels that there 

is great potential currently hampered by an economy that is still in transition. In spite of 

obstacles, Russia shows huge potential, which is measured by the number of containers 

going through Russia. It is a bigger country than Finland and its steel and wood industries 
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are huge; but it ships less containers. These two big industries provide good indicators of 

growth potential in the container shipping market. 
 

According to Trelleborg AB Fluid Systems in Russia, This market is interesting because 

of its size and close proximity to the company’s production facilities in Scandinavia. A 

normal Russian factory is huge and has a population close to normal cities in 

Scandinavia. Also, as a result of the Soviet era breaking up, a big interest in western 

produced products grew.  Some other indicators are infrastructural changes and 

potentials. The forest, mining and agricultural areas are further indications that the 

company has huge potential in this market. The output and need for industrial rubber 

products are substantial. 

 

 

7.2 Criticism  
As with any thesis, time is always a factor – managing time properly to be able to switch 

gears in the development of a concrete research subject and time to get critical feedback 

from respondents. As is probably the case with many other researchers, from the 

beginning until the end of this paper, it was a constant challenge to perfect the research 

question and follow the red thread. Also in retrospect, the questionnaires could have 

targeted more areas; for example, it would have been interesting to ask for timelines from 

market entry to market establishment and timelines for future development. In general, it 

would have helped to have more access to our subject companies; however, we are very 

grateful for the time they were able to allow us. 
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7.3 Suggestions for continued research 
Further down the road, it could be interesting to see how competition develops in these 

emerging markets and their impact on our subject companies. Currently, Kalmar 

Industries  and Trelleborg AB Fluid Systems seem to have entered these markets at the 

right time – the beginning, where an offer of quality products and advanced technology is 

unmatched by current local capabilities. In regards to Kalmar Industries, they are 

probably at least 10 years technologically advanced over their competition in both Russia 

and China. It would be interesting to see how long it takes the local competition to catch 

up and how these companies position themselves to address these challenges. 

  
 
7.4 Reflections 
We started this project with a healthy amount of scepticism about Russia and China as 

emerging markets, the role of government, and the state of their transitioning economies 

as, according to Transparency International and various sources, these markets are 

perceived as highly corrupted. However, as a result of this project, we have gained new 

insight to what it is like to conduct business in these countries. We have learned that 

concerns of corruption, mafia, and copycats - all present in these markets – are negligible 

in terms of how they affect the way our subject companies do business or their success in 

these markets. The market potential far outweighs the threats experienced. It is also 

interesting to learn that China’s communist government is not perceived as a threat. 

According to an interviewee at Kalmar Industries, the current government regime 

actually provides an opportunity because current policies affecting growth in the industry 

won’t be shuffled as a result of an incoming political party’s change in agenda. 

 

After doing this study the authors have notice that the Chinese market is perceived to 

have the greatest potential financially for both companies as both companies have made 

greater investments in this country with fully-owned investments. Russia is also 

profitable, but at a slower pace at it appears to be still in transition.  
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APPENDIX 
 
 
Appendix 1: Company Background 
 
Kalmar Industries Background 

 

Kalmar Industries is a global provider of container and heavy duty materials handling 

equipment, automation applications and related services. It is the world's leading supplier 

of cargo handling equipment to ports, terminals and intermodal facilities.  

 

     
 

Kalmar Industries’ product range is enhanced by value added services such as 

maintenance contracts and fleet management. The production plants are situated in 

Sweden, Finland, the Netherlands, Malaysia, Ireland, Poland, Spain, Korea, China and 

the USA.82 

Sales divisions are divided into three regions: Americas, Europe Middle East and Africa 

(EMEA), and Asia and the company operates under a matrix consisting of product lines 

and sales. Kalmar Industries  currently has 10 to 12 product lines, although not all 

products are offered in every market. They are currently selling in 166 countries and are 

listed on the Helsinki Stock Exchange as part of the larger company, Cargotec. Kalmar 

Industries ’s organigram is one where local management is given decision-making power; 

therefore, the communication inside the organization is centralized. 83  

 
 

                                                 
82 http://www.Kalmar Industries ind.com/show.php?id=575 2007-04-07 
83 Interview with Dan Pettersson, Kalmar Industries  Industries. 2007-04-30 
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Trelleborg AB AB Background 
 
 
Trelleborg AB AB is a global industrial group whose leading positions are based on 

advanced polymer technology and in-depth applications know-how.  

Trelleborg AB develops high-performance solutions that seal, damp and protect in 

demanding industrial environments.  
 

                                                            

The company is structured in 4 main business areas: Trelleborg AB Engineered 

Systems,Trelleborg AB Automotive, Trelleborg AB Sealing Solutions and Trelleborg AB 

Wheel Systems. Each BA has several business units (BU). The Trelleborg AB share has 

been listed on the Stockholm Stock Exchange since 1964 and is listed on the OMX 

Nordic List, large cap.84 

 

 

 

30Degrees Background 

 

The company was founded in 2002 under the name of Trade Initiative. During 2006 they 

changed the name to reflect a focus on service instead of trading. 30Degrees has its head 

office on the 30°N meridian in Ningbo, Zhejiang, China. 85 

 
Note: This was not a subject company and it did not receive the same questionnaire. However, they did 

provided supplementary empirical data concerning the business climate in China. 
 

 
                                                 
84 http://www.Trelleborg AB.com 2007-04-12 
85 http://www.30degrees.se/ 
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Appendix 2: Questionnaires 
 
Questionnaire 1:  
 
 
 
What indicators showed this market to be promising? 
 
What kind of barriers can be encountered trying to sell in this market? 
 
Is it a risk for the company to do business in this market? How so? 
 
Would you define this market as a stable market or not? If not, please describe why? 
 
What benefits outweigh the risks? 
 
What benefits are offered in this country to facilitate FDI? 
 
 
 
 
 
 
 
Note: This questionnaire was only used for 30Degrees 
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Questionnaire 2:  
 
1. How is the company structured? 
 
2. Are you providing information on the Chinese market or the Russian market? 
 
3. When did you enter this market and why? 
 
4. What indicators showed this market to be promising? 
 
5. How did you learn about this market?  
 
6. Why this market as opposed to another market? 
 
7. What mode of entry was used? Export, joint venture, franchising, etc 
 
8. Has the way you are doing business now changed from the mode of entry used? 
 
9. What product/service are you selling in this market? 
 
10. If you entered the market several years ago, what changes are you noticing nowadays 
in the ability to do business compared to the past?  
 
11. What barriers have you encountered trying to sell this product? 
 
12. How did you overcome the barriers? 
 
13. What opportunities have you encountered trying to sell this product? 
 
14. Do you feel that working under this political system makes you practice your 
business differently? If so, how? 
 
15. Is it a risk for the company to do business in this market? How so? 
 
16. Would you define this market as a stable market or not? If  not, please describe why? 
 
17. If you feel this is a risky environment how is the company dealing with that? 
 
18. What are the indicators that make you decide to continue doing business here? 
 
19. What benefits outweigh the risks? 
 
20. How do you deal with the government? Are you subject to the same laws as national 
companies? 
 
21. What benefits are offered in this country to facilitate FDI? 
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22. In what way did entering this market affect the company’s stock price? Rise, slump, 
no change? 
 
23. Do you find yourself changing the way you do business to accommodate this market? 
In what ways? 
 
24. Does the political system affect the mode of entry in this market compared to other 
markets you have entered? 
 
25. Does the political system affect your company policy? How so? 
 
26. Do you feel that employees’ values are the same in this country? 
 
27. Do you have ex-pats working in this country? Why or why not? 
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Appendix 3 - Interviews 
 

 
Appendix 3 - Interview 1 
 
30 Degrees – Trade consultant 
 
The interviewee represents 30Degree, which is a trade consulting company located in 
China. His business helps western countries set up relationships to import Chinese made 
products. As his business currently operates in a trade capacity, his input has been helpful 
to understand the Chinese market.  
 
According to the interviewee, challenge of selling in this market can be difficult if there 
are Chinese competitors already on the market. Copycats are another problem as they try 
to steal the name and concept. If they have better sales channels than you have, then they 
can be successful in stealing. Laws are not yet developed to help prevent copycats. Mafia 
is a factor in this market.  
 
Where the Chinese companies are weak, a EU company offering a stronger product will 
be very successful. According to the interviewee, the cultural aspect is very much one of 
the major keys to success. It is more important to understand why things are the way they 
are in China, than to be able to speak good Chinese. 
 
Chinese government giving both Chinese and foreign companies benefits to conduct 
business. These benefits cannot be found anywhere else. For example; companies can set 
up factories and not pay taxes for five years, there are tax free zones, and taxes are very 
low initially. The government is more than happy to help foreign companies if it doesn’t 
mean anything negative to the government. In the interviewee’s opinion, the government 
is probably more company friendly than any other government. 
 
Regarding political threats, the interviewee feels the balance between US, Russia, China, 
and the UN can affect companies doing business in China as the success of companies 
could be affected by world politics. 
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Appendix 3 - Interview 2 
 
 Kalmar Industries  Industries – Director of Product Lines  
 
Interviewee two is the director of product lines at Kalmar Industries  Industries in 
Jungby, Sweden. He has been with the company for eight years and became responsible 
for product lines in 2003. When asked about the company structure he replied: sales is 
divided into three regions -Americas, EMEA, and Asia. The company operates under a 
matrix consisting of product lines and sales. Kalmar Industries  has 10-12 product lines. 
There are five globally known competitors and 10 companies that specialize in certain 
areas. What differentiates Kalmar Industries  from the others is that it is a truly global 
company. They focus a lot on service and support, and are prepared to follow where their 
customers go. They are currently selling in 166 countries and are listed on the Helsinki 
Stock Exchange as part of the larger company, Cargotec. 
 
The first part of the interview concerns operations in China.  
 
Asia has three main operating hubs in Hong Kong, Shanghai (opened in1996), and 
Singapore, with other service centers. Shanghai also has production facilities, which are 
separate from the sales departments. In 2005-2006, a training center was developed there 
to train service personnel. Kalmar Industries  has been in Asia since the 1980s. 
 
From a legal perspective, the perception is that business is easy to conduct in Hong Kong 
because of historical British influence. With the increasing development of world trade, 
China will need equipment to ship things. Kalmar Industries ’s strategy was to target 
main ports by the sea, which were more open to western business, than inland ports. 
Now that Kalmar Industries  has built up its brand in China, they intend to expand with 
new products to new customers and most importantly, build up service organizations.  
Kalmar Industries  is currently marketing seven of 12 product ranges in China. Before 
introducing new ones, they will have to decide if the products will be built there or 
shipped. 
 
How did Kalmar Industries  enter China? First, sales people were sent from Europe. 
Then, they set up sales offices and partnerships with a local company. Now the sales 
offices are entirely owned by Kalmar Industries . They do have a factory, which has been 
fully owned by the company from the start. China represents the biggest growth potential 
for Kalmar Industries  Industries. It’s WTO membership didn’t really seem to affect their 
business because China’s own products are not nearly as good, so Kalmar Industries ’s 
equipment is needed.  
 
The interviewee listed some threat items and how they are dealing with them:   
-There are copycat concerns and the company is aware of some Chinese replications of 
their machines, but they are far behind in technology. The strategy to combat copycats is 
to keep improving products, continue reinforcing relationships with existing clients and 
provide service offerings. 
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-Customs procedures are very complex.  Importation of components to China is a 
nightmare because China wants to promote their own locally produced components.  
However Kalmar Industries  prefers its own components due to strict quality standards. 
 
-Currency issues are another concern since local companies inland have to buy in local 
currency. This concerns Kalmar Industries  because they need to change money back to 
European currency, which is not always so easy. The situation is better with coastal 
companies as they have the ability to use foreign currency because they deal more with 
foreign companies.  
 
-To help combat barriers, Kalmar Industries  uses western law firms that are located in 
the country.  It also helps that their customers have local political contacts to help 
facilitate business. 
 
-Quality control is an obstacle here compared to other company factories. For example, 
instead of following assembly instructions, workers try to be creative by taking shortcuts 
and using cheaper materials. So Kalmar Industries  has to take extra measures to ensure 
quality control.  
 
-In terms of bureaucracy, the interviewee gave an example of drivers who only care about 
driving the product; not making sure it is safely transported. Kalmar Industries  has now 
developed good relationships with the local government officials, which should help in 
matters such as these. 
 
Kalmar Industries  has approximately 700 people working in China of which maybe a 
handful is European. The Europeans are there to provide training and act as financial 
controllers, but local managers have decision-making power and the organization is not 
top management heavy. However, in the factory there are more Europeans at this time 
because it is in the start up phase. Having local workers is considered a key to success 
because they understand the customers best. The interviewee thinks that it is necessary to 
know the local language to become profitable in this market. Business in China is built on 
strong networks. It is important to develop relationships and spend time entertaining 
customers.  
 
Regarding the communist government, the interviewee perceives this market to be more 
stable for Kalmar Industries ’s business because they know the government won’t 
change. 
 
Regarding mafia concerns, there is a bribery culture, but it doesn’t seem to be affecting 
their business. Business systems appear to basically remain the same and there don’t 
seem to be any major deviation from company rules. 
 
On the question of loyalty, there is a 25% turn over rate at the factory. The more educated 
they are and the better their English skills, the more likely they are to move. Money 
seems to be the motivating factor here. As the middle class workers are upwardly mobile 
and want to create a better life for themselves, this is not really a surprise.  This high 
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turnover is compared to 5% turnover in Sweden location, and is not reflected in the local 
sales offices, which have lower turnover rates and more motivated employees. However, 
this difference could be attributed to the sales offices being more established than the 
factory, which is more recent. 
 
The second part of the interview concerns operations in Russia. 
 
Kalmar Industries  is part of a Finnish company, Cargotec, which has been doing 
business in Russia for a long while. Finland has a big stake in Russia. 
This market is not as stable and is perceived to be more difficult because the economy is 
still transitioning. It is helpful to know Russian as their English isn’t very good. 
Bureaucracy is difficult to maneuver as rules are always changing. There is definitely a 
problem creating a middle class since the wealth is concentrated in only a few cities. 
 
There is some competition on the market mostly through agents representing other 
companies; not from any locally based subsidiaries. Copycat issues are not really a 
problem since Russian products are not as developed or as good in quality. 
Another huge opportunity is that a service market is developing which really didn’t exist 
before. Customers have to be taught to take care of the machines and learn that this will 
cost them less over time. 
 
Market entry- Kalmar Industries  sent parts from Europe then established a representative 
office. In 2005, they became a fully owned local operating company. Unlike China, there 
is no production plant here, but more sales offices are opening. Current offices are 
located in Moscow, St. Petersburg, and Novorisk - by the Black Sea. They work through 
local dealers to cover the rest of the country. In this market, Kalmar Industries  is 
focusing on volume sales as it makes more sense than trying to spend money/effort 
marketing several products. 
 
In spite of obstacles, Russia shows huge potential, which is measured by the number of 
containers going through Russia. It is a bigger country than Finland and its steel industry 
is huge; but it ships less containers. The growth potential is obvious. 
 
The interviewee does not feel that they are receiving much encouragement or assistance 
from the government to be there. However, what motivates them is the huge potential for 
business coming in the future. In contrast, China provides incentives to start business. 
Local sales people are relied on to give feedback on how the market is developing. The 
company is seeing a trend that young western educated managers are coming back to the 
country. This is a positive trend that will help facilitate business in the future. 
 
In this market there is one ex-pat manager and the other employees are local. There are 
approximately 20 employees - five in sales and 15 service technicians. The interviewee 
has noticed that employees could be more proactive. Creativity is lacking, unlike in 
China. However, turnover isn’t as high here. 
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Appendix 3 – Interview 3 
 
 
Trelleborg AB AB - Sales and Market Manager, ISP NORDIC & BALTIC 
 
The interviewee’s task is to develop new business/markets and expand the company’s 
presence. He is also responsible for the sales force in Sweden and Denmark. The 
company is structured in 4 main business areas (BA) and each BA has several business 
units (BU). The company is selling industrial hose and other industrial rubber 
components in this market. They first entered the market in early 1990, but had to close 
two years later due to the unstable and un-secure environment. Then in 1997, they 
established an office in Moscow mainly to take care of BA Automotive and BA Wheel, 
which were still running. The plan is to further build on this stronghold with other BA 
and BU. 
 
This market is interesting due to its close proximity to the company’s production 
facilities in Scandinavia and of course due to the size of this market. A normal Russian 
factory is huge and has a population close to normal cities in Scandinavia. Also, as a 
result of the Soviet era breaking up, a big interest in western produced products grew.  
Some other indicators are infrastructural changes and potentials. The forest, mining and 
agricultural areas are indications that the company has huge potential in this market. The 
output and need for industrial rubber products are substantial. 
 
Trelleborg AB first learned about the market by trial and error method. Later they started 
to investigate the market structure by contacting other Scandinavian companies that had 
already established a presence in the region. Again, this market is interesting due to the 
geographical situation and that it is a new market area for the company.  
 
The mode of entry was by way of export sales combined with other Trelleborg AB 
product areas that had ongoing projects. The way of doing business has not changed 
much yet from the mode of entry, but later they will build up partnerships with local 
distributors.  
 
From the time of market entry, the interviewee has noticed a change nowadays in the 
ability to do business compared to the past. As the former political climate has improved, 
it makes it easier for local potential customers to contact them and vice verse. It is also 
easier to visit these areas. 
 
Price levels have been the main barriers in selling products because local production was 
formerly subsidized by the government. The company is overcoming these barriers 
through education, product training, and providing the availability and quick delivery of 
quality products. Some developing opportunities have been found in huge projects in 
harbor and mining areas that they so far have not been well represented in. 
 
In terms of the current political system, the interviewee feels that working under this 
political system does not make them practice business differently. Their current market 
presence and export sales method  are working quite nicely for them. They do not feel 
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that it is risky to conduct business in Russia and consider the market to be relatively 
stable. As long as these countries (Russia and Baltics) look to join the EU it will not 
change. Admittedly, some areas are risky and the company avoids personally entering 
those. Instead, they start business from neighbor countries. 
 
 
When asked how they deal with the government, the interviewee said that today they do 
export sales or sales via neighbor countries and it is those laws that control their business. 
For major local projects it is defined by the contract. He doesn’t feel that the political 
system affects the mode of entry or that the political system affects company policies. 
 
When asked if they have to change the way they do business, the interviewee responded 
that he has always been a chameleon and has done business in most countries, so yes one 
has to adopt local business culture. In these areas it is vital to first build up a relation 
before talking business. 
 
When asked if employees’ values are the same in this country, he responded that it was 
difficult to give a short answer as it differs in all the countries in this area. There are 
currently no e-pats working in this country. 
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Appendix 3 - Interview 4  
 
 
Kalmar Industries  Industries, Area Sales Manager – Russia market 
 
Interviewee is an area sales manager responsible for Russia market.  Part of her 
responsibilities includes taking orders, answering technical questions, and providing 
marketing assistance to sales offices in Russia. Interviewee works at the manufacturing 
office and is a liason between that office and sales offices in the field. 
Not so many political problems as regulations that are imposed that cause exportation 
headaches. 
 
In her opinion, the culture in Russia is very price oriented. For example; in Germany 
clients inquire more about quality; Russia is more price oriented. In addition, the older 
generation 40-50 year olds don’t have very good English skills. In dealing with them, it is 
helpful to be able to communicate in Russian. The Finnish manager currently working in 
the sales office is experience some headaches due to the language barrier. It is also 
important to understand the Russian mentality. They are not quick to make decisions. 
They like to take their time to consider their options. 
 
Russian market is good to enter because of the many port terminals and other industrial 
areas where Kalmar Industries  products, forklifts, can be used. Based on a recent market 
research, 80% of Russian equipment is old, and this provides a good opportunity for 
Kalmar Industries  to expand its business in the market.  The research was done to see if 
Kalmar Industries  was correctly positioned in the market. Kalmar Industries  does not 
currently have a manufacturer in Russia to produce equipment. But Russia wants foreign 
companies who can provide high quality products. A reason for going to Russia is that 
Kalmar Industries  was looking for developing markets. Russia is big and still developing 
and there are so many potential customers to get.  Currently, the competition is not there 
and this was another incentive to enter the market. There is one company existing in the 
market, but Kalmar Industries  offers better quality products, therefore, the other 
company is not seen as a big threat. 
 
Kalmar Industries  first entered the market by way of a representative, who was an ex-pat 
from Sweden. After some time Kalmar Industries  bought the sales office. As there is no 
manufacturing plant, Kalmar Industries ’s business is still mainly export. They first only 
operated in Moscow, now they are doing business across Russia. 
 
Barriers due exist. One is technical as customers need simpler versions of the products. 
For this Kalmar Industries  will have to consider adjusting product offering to suit the 
market. Another barrier is import regulations which requires many documents and 
complicates matters and sometimes delays the sale of the machines, but Kalmar 
Industries  pays the fees anyway.   
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Opportunities are that there is not a lot of competition, but there are a lot of customers 
who need equipment of high quality. In this industry, it can be seen that Russia has a 
culture to buy products that are not Russian because they are thought to be better quality. 
Russia is also a developing country with a huge market for Kalmar Industries  to grow 
on. It also needs to change old equipment and the technology there is not so advanced. 
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Appendix 3 – Interview 5 
 
Trelleborg AB AB, Overseas Sales Assistant – China market 
 
The interviewee has been working for Trelleborg AB one and a half years. She is a sales 
assistant for North and South America, Australia and all of Asia. She manages the 
relationship between the manufacturer and the area sales teams and their clients.  
 
The company is divided into various subsidiaries, and the subsidiary that she works for is 
called Fluid Systems.  The company has a small factory in Sweden and they bought one 
in France in 1998. Today there are around 700 employees working for Fluid Systems in 
France.  
 
The products offered are rubber hoses for industrial use, construction products, and 
transport hoses for petroleum, oil, and even wine. There are approximately 150 types of 
rubber hose product.  
 
As Trelleborg AB is a global company it was not so hard for the subsidiary to enter the 
Chinese market because other parts of the company have been operating there for several 
years. The entry mode for this subsidiary was mostly by exportation from the office in 
France, and also from Sweden. The business is located in coastal cities like Beijing, 
Shanghai and Hong Kong. They are still exporting their products to the Chinese 
market.The transportation of products to China is not always paid of the company itself, 
the have different agreements with their clients.  
 
According to the interviewee, some great indicators for this market include: industrial 
development is growing very fast, clients are purchasing large quantities of the products, 
this is a new market so there are not many competitors, and other subsidiaries are 
currently there. Depending on the price, business is conducted in Euros. 
 
To become more profitable, this subsidiary bought a factory in Shanghai in 2005. The 
factory is fully-owned. They plan to open a sales office and are now looking for a 
salesman that can speak the native language to help grow business there. The factory will 
only produce part of the range, so other parts will still be exported to be able to offer all 
ranges of the product.  In the factory, the labour force is mostly native, but there are also 
some foreigners from France there as engineers to install the machines. Currently, 10% of 
the fluid systems business is being conducted in this market. The interviewee couldn’t 
provide the target goal. 
 
The company website was translated in mandarin half a year ago to make it easier for 
their customers to get information about the company and services offered. 
 
The interviewee says she has not noticed many changes by doing business in this area. 
One thing that can be a little bit different from other markets is the amount of exportation 
paperwork and long contracts. The Chinese are very careful and it is very important that 
everything goes by the law. Language is not a barrier but it helps a lot if you know 
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Chinese to avoid misunderstandings. For example, she experiences difficulty 
communicating over the phone, but email communication is much easier because the 
Chinese counterparts tend to communicate better in written English.  
 
Some barriers are that they are receiving more inquiries from trading companies. 
However, many of these inquiries to place orders are not serious and the clients then 
disappear. It is a scam that seems to be a growing trend in general. She attributes the 
increase of inquiries to China looking to increase its wine industry and the need for hoses. 
Before the demand was mostly for water and petrol use. Because of almost falling prey to 
one such scam, they are very careful about visiting customers they are unsure of. To 
avoid this kind of situation they keep in contact with the Swedish Trade Council to keep 
updated on scam companies.  Trelleborg AB now will only sell when they are sure of 
good business. 
 
There are some copycat problems and sometimes the price seems to be more important 
than quality to clients here. Also export documentation is quite strict. To overcome the 
price barrier, they will up-sell the quality aspect and, depending on the cost, might split 
the cost of import tax. In addition, the subsidiary works hard to listen to the needs of the 
customers. Besides these threats, they are not overly concerned because the market is 
continually growing so there will always be a need in spite of any competition. 
 
 
When asked about doing business in the current political climate, the interviewee says 
she cannot see any special risks that will affect or change their way of doing business. 
They don’t currently have many customers in this market, but the industrial market is 
quite stable and growing.   
 


