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Abstract 

 

To integrate the previously disadvantaged population that suffered from the apartheid in 

South Africa, the government has implemented policies to let them participate in the 

country’s growing economy. These policies are called the Black Economic 

Empowerment (BEE) policies and are affecting both local and international businesses. 

Through a qualitative research method with a deductive approach, the research creates a 

deeper understanding of how Swedish firms adapt and commit as an effect of the BEE 

policies. Through already established internationalization theories, we created a 

theoretical framework as a platform to gather and analyze the empirical data. 

 

The theoretical implications show how the BEE policies can disrupt and challenge the 

commitment that is characterized in different entry modes. It also challenges previous 

research and brings up Swedish companies’ willingness to adapt with the policies and 

commit their resources in order to overcome the obstacles of BEE and benefit the 

growth of South Africa.  

 

Keywords: Black Economic Empowerment (BEE), South Africa, Internationalization, 

Commitment, Adaptation, Swedish companies, Governmental policies. 
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Concept Definitions 
 
Adaptation – Adjustments made to fit into a context. 
 
African National Congress (ANC) – The political party in South Africa that were the 
reason for the end of apartheid after winning the country’s first democratic election in 
1994. 
 
Apartheid - A former governmental policy in South Africa that forced the black people 
into segregation and economic and political disfavor. 
 
Black Economic Empowerment (BEE) – A governmental economic policy in South 
Africa with the goal to remove the fundamental inequalities and mistreatment of the 
black people since the apartheid era. 
 
Black people – A generic term used by Department of Trade and Industry in South 
Africa to divide Africans, Colored and Indians to an ethnic group, also called 
‘Previously disadvantaged group’. 
 
Commitment – Willingness to invest time and resources into something. 
 
Department of Trade and Industry (DTI) – A department of the South African 
government responsible for commercial and industrial policies and is involved to 
promote and implement the BEE policies. 
 
Governmental Policies – A plan or course of action, created by a government to 
influence decisions or actions in the society. 
 
Previously disadvantage group – A group of people that has suffered from previous 
disadvantages in the society.
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1 Introduction 
This chapter contains a background and a problem discussion of the main issues in 

which the thesis has its basis. Here, we identify a research gap whose relevance for 

deeper studies is argued for. Based on the problem discussion, two research 

questions are shaped highlighting the focus of the thesis. Lastly, a purpose is 

formulated. The research questions and the purpose will be used as a platform for 

the thesis’ design and will be further applied in the analysis and conclusion. The 

outline of the thesis is designed and explicated in the end of the chapter. 

 

1.1 Background 

Internationalization is by Johanson & Vahlne (2009) explained as a process where 

firms gradually increase their international commitment and involvement. As a part 

of a firm’s process to increased international commitment, one of the main concerns 

is the choice of entry mode. Root (1998) identifies the three main entry modes as 

export entry modes, contractual entry modes and investment entry modes which all 

differ in risk, flexibility, knowledge and commitment. The choice of market entry is 

influenced by internal factors such as firm characteristics, as well as external factors 

such as the chosen country. The political and sociocultural characteristics of the 

target country can also significantly influence the entry mode, where the most 

evident elements are governmental policies and regulations to trade and business 

(Root, 1998). When entering a new market, the internationalizing firms will need to 

adapt their operations to the business environment (Ghosal & Westney, 1993; 

Rosenzweig & Singh, 1991). A major variable of this environment is political factors 

implemented to affect the market behavior (Henisz, 2000) and in turn impact the 

entries, operations and exits of foreign firms (Boddewyn & Brewer, 1994). 

 

South Africa is identified as a country with an unstable political history affecting the 

interest from foreign companies (Lundahl & Moritz, 1996). In the late 19th century, 

South Africa’s gold and mining industry started to grow which led to a remarkable 

economic growth driven by very low wages for workers. This was the start of a racial 

discrimination that was one of the reasons for decades of stagnated growth in the 
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country (Lundahl & Moritz, 1996). Apartheid was a segregation policy established in 

South Africa in the middle of the 20th century. In a period when other parts of the 

world moved away from racism, apartheid was introduced through rigorous racial 

policies that restricted the human rights for black people. The black communities 

were ranked lowest in the hierarchy and apart from being restricted from higher 

education, they were also prohibited to self-employment, taking loans, own 

properties and starting their own companies (Department of Trade and Industry 

[DTI], 2015). 

 

In the 1970s, the emigration of well-educated white people was high and the black 

population became larger every year. Several industries had trouble finding the well-

educated labor they required and the economic growth kept stagnating (Thompson, 

2001). This was not only a result of that the educated population moved abroad, but 

also because of the comprehensive trade sanctions towards South Africa that the 

apartheid entailed (Lundahl & Moritz, 1996). 

 

In 1994 when the political party, African National Congress, won the election in 

South Africa, the party strove to create a strong economy in the country. Thereafter, 

the country had a decade of stable growth and as an effect of the growing economy, 

more investments in sectors such as the public services and infrastructure were made 

(Globalis, 2016). During this period, South Africa progressively opened up their 

previously protectionist market to international trade (OECD Publishing, 2008). 

However, the growth was not shared equally in the society as the black population 

remained poor. The government decided that to continue the growth, the whole 

population needed to have a meaningful connection to the national economy (South 

Africa Info, 2013). In order to succeed with this transformation and overcome the 

issues that apartheid had created, the government implemented a Black Economic 

Empowerment (BEE) strategy (South Africa Info, 2013). The BEE’s main objective 

was that through a set of policies remove fundamental labor inequalities (Kleyhans & 

Krüger, 2014) and ensure equal opportunities for all South Africans. This by 

enabling the black population’s increased management and ownership of enterprises 

and greater access to financial support, education and participation in economic 

activities (Chimhandamba, 2008).  
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Firms are evaluated according to their compliance to certain BEE criteria, where 

elements such as ownership, employment equity and skills development are 

considered (Chimhandamba, 2008). A company’s compliance is measured through a 

developed scorecard (Tucker, 2003). The criteria do not apply to companies that are 

only exporting to South Africa. However, every company with annual revenue higher 

than 340 000 US Dollars, and which are involved in business with government 

departments or public enterprises will need to provide their status of compliance to 

the BEE before a cooperation is commenced (Institute of Export, 2015). 

Furthermore, all governmental bodies need to comply with the BEE policies when 

taking economic decisions considering for instance procurement or public-private 

partnerships (South Africa Info, 2013).  

 

South Africa’s market opened up during the same period as the BEE policies was 

introduced (Institute of Export, 2015; OECD Publishing, 2008). In the meantime, the 

government increased their trade agreement commitments (Cavusgil et al., 2013) and 

they also introduced macroeconomic policies and frameworks to encourage foreign 

direct investment (FDI) (OECD, 2001). After 1993, the FDI inflow increased 

significantly (OECD, 2001) together with the lifted international trade transactions 

both to and from South Africa (Lisson, 2000). This implied a great interest for 

foreign firms to invest in the country and since the sanctions against the apartheid 

state were lifted in 1993, Swedish export to South Africa increased. Today, South 

Africa is the biggest African export market for Swedish enterprises (Business 

Sweden, n.d.) and in 2013, Sweden exported goods and services to South Africa with 

a value of 1.03 Billion US dollars. In 2011, Swedish direct investment in South 

Africa came up to a value of 6 Billion SEK (Statistics Sweden, 2012) and in 2013, 47 

Swedish enterprises had subsidiaries based in the country (Swedish Agency for 

Growth Analysis, 2013). 
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1.2 Problem Discussion 

A policy similar to BEE was in 1970 adopted in Malaysia. The policy aimed to 

reduce the major poverty gap in the country during this period, with a significant 

focus on the oppressed indigenous population: the Aborigines (Loh, 2002). Similar to 

the BEE policies in South Africa, the Malaysian policies involved licensing to 

companies, management structures and employment conditions (Loh, 2002). 

Furthermore, the government implemented regulations to offset the ethnic tensions in 

the country (Vejai, 2006). As the distribution of the country’s economy was 

improved, Malaysia also worked actively towards a more democratic political 

leadership (Loh, 2002). Jomo (2004) performed a research of the policy where he 

noticed that it had increased the Aborigines’ life standards. Moreover, the 

Aborigines’ enterprise ownership had increased with more than 90%, redistributions 

of the work market in favor of the aborigines had been implemented and a greater 

interest from Western markets to expand to the country was detected (Jomo, 2004). 
 

Due to the low education level among the black population (Statistics South Africa, 

2012), a barrier originating from the BEE policies for foreign firms operating in 

South Africa is identified by Owusu & Habiyakare (2011). For foreign firms 

complying with the BEE policies, the lack of knowledge and education among the 

previously disadvantaged population makes it difficult to employ skilled black 

workers (Owusu & Habiyakare, 2011). Moreover, Kleyhans & Krüger (2014) 

explain how micro-level firms in South Africa are facing various challenges when it 

comes to competitive advantages and profitability. In the same time as they comply 

with the BEE policies, one of the greatest challenges is balancing the workforce to 

survive in the competitive environment. 
 

As the political characteristics of a country can affect a company’s choice of entry 

mode (Root, 1998), the amount of FDI is also influenced by the country’s political 

policies (Asiedu, 2005; Bartels et al., 2009). Some research on foreign companies 

shows a desire to avoid further commitment in South Africa due to the BEE policies 

(Johnson, 2015; Owusu & Habiyakare, 2011). Johnson (2015) brings up how the 

government’s BEE policies have pushed away foreign investors from the country. 

Furthermore, because the BEE policies only apply to certain sizes of companies, 

Owusu & Habiyakare (2011) explicate how Finnish companies based in South Africa 
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prevent themselves from becoming legally bound by the policies through actions 

such as foreign production and outsourcing. Moreover, Alimadadi et al. (2012) 

explicate how the South African government’s desire to increase FDI and in the same 

time improve the equality between rich and poor creates challenges for foreign firms. 

This because their need to align with the BEE regulations impedes with resource 

commitment, adaptation and legitimacy creating.  
 

A more liberalized market together with trade agreements and encouragement to FDI 

(Cavusgil et al., 2013; OECD, 2001) makes it hard to measure how the BEE policies 

have impacted the internationalization of foreign companies to the country. On one 

hand, the levels of FDI and international trade have increased since the end of 

apartheid (OECD, 2001). Furthermore, similar policies in Malaysia are explained to 

increase the interest for foreign investments (Jomo, 2004). On the other hand 

however, research indicates the BEE policies’ ability to discourage this development 

(Alimadadi et al., 2012; Johnson, 2015; Owusu & Habiyakare, 2011). According to 

Owusu & Habiyakare (2011), firms did not only reduce their commitment, but they 

also used different strategies to deal with the issue of the BEE policies. Important to 

highlight is how companies internationalize differently (Hollensen, 2011) and this 

makes it hard to understand why they act as they do. Although Johnson (2015) 

explores the issue of the BEE policies’ tendency to push away foreign, there seems to 

be a lack of more thorough research on why these kinds of commitments have been 

avoided and the reasons for them. In contrary to this, examples of foreign firms 

embracing and supporting the BEE policies can be found. One example is SAAB, 

who proudly pronounces themselves as compliant with the policies (SAAB, n.d.). 
  

Although a qualitative approach to the BEE policies and their impact on the 

internationalization towards South Africa is feasible, the issue is briefly touched by 

Owusu & Habiyakare (2011), Johnson (2015) and Alimadadi et al. (2012). Various 

research show the interest of how the BEE policies have affected South Africa and 

its firms, however mainly with local focus on issues such as profit and 

competitiveness (Kleyhans & Krüger, 2014), performance (Acemoglu et al., 2007) 

and the policies’ implementation and impact (Bogopane, 2013; Boshoff, 2012). With 

previous research focusing mainly on the policies’ influence on South Africa’s own 

growth and equality efforts, we identify a research gap of how they have come to 

affect the view of doing business in South Africa. In addition, there are few studies 
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of how the BEE policies have affected Swedish companies and how they have 

responded to them in their internationalization processes.  

 

Considering that the policies are only mandatory to companies that enter an 

agreement with the public sector (Institute of Export, 2015), this is also where the 

BEE policies’ greatest effects of doing business ought to be. For Swedish companies 

with the aim to expand their businesses to South Africa, public companies’ demand 

for their products (Håkansson, 1982; OECD, 2013) might mean that they will come 

across the policies and its effects of doing business. Furthermore, companies who 

export products to public companies could also be affected due to the requirements to 

follow the policies through the procurement process in public-private partnerships 

(South Africa Info, 2013). As governmental policies have the ability to impact the 

behavior of the market (Boddewyn & Brewer, 1994), an interest to further explore 

how Swedish companies have committed to the market and adapted their operations 

to the BEE policies is identified. 

 

1.3 Research Questions 

 

- How do the BEE policies affect Swedish companies’ degree of 

commitment when doing business in South Africa? 

 

 

-  How do Swedish companies adapt their operations to the BEE policies 

when doing business in South Africa? 
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1.4 Purpose 

The purpose of the thesis is to understand how the BEE policies have impacted 

Swedish companies’ commitment in their internationalization to South Africa. 

Another objective is to explore how Swedish companies have been adapting to the 

BEE policies when cooperating with companies and how this has affected their 

operations in the country. 

 

1.5 Outline 

Outline 
 
 
Chapter 1: Introduction 

In the introduction chapter, a background regarding the 
research topic is described, followed by a problem 
discussion that is leading to the research questions and 
to the purpose of the thesis. 

 
 
Chapter 2: Literature review 

In the literature review, the concepts chosen for the 
thesis are presented and evaluated for the reader. A 
motivation for the relevance of the literature is 
explained through a conceptual framework. 

 
 
Chapter 3: Methodology 

The Methodology chapter presents and motivates the 
choice of methods that are implemented to obtain the 
necessary data for the report. 

 
 
Chapter 4: Empirical findings 

Empirical findings present the collected data from and 
concerning the chosen respondents for the study. The 
findings are presented with a connection to the 
literature review in order to connect the findings from a 
theoretical objective. 

 
Chapter 5: Analysis 

The analysis chapter connects the empirical findings 
together with the theoretical framework in order for the 
authors to present a valuable analysis in aim of the 
purpose of the report. 

Chapter 6: Conclusion 

The conclusion chapter summarizes the findings and 
fills the identified research gap. Implications are 
discussed and recommendations for further research on 
the subject are proposed. 
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2 Literature Review 
This chapter reviews theories and concepts chosen with reference to the background 

and the research questions. From this review, we develop a conceptual framework 

that explains their connection to both each other and the purpose of the thesis. 

Together, the theories highlight the subject of the thesis from different perspectives 

and thus they will be used to formulate the questions for the interview guide. 

Furthermore, they will be used to analyze and answer the research questions. Hence, 

this framework will be continuously considered throughout the thesis. 

 

2.1 Internationalization 

In research, there is no shared agreed definition of the term internationalization, 

although several researchers have tried to understand and explain the concept (Bell et 

al., 2003). Welch & Luostarinen (1988) and Johanson & Vahlne (2009) define 

internationalization as the process where firms increase their international market 

involvement. This is further stressed by Gerald (2007) who explains several 

internationalization theories with the aim to explain the reason why and how 

international activities occur. Haathi et al. (1998) argue for internationalization as a 

result caused by states that are connecting and integrating with each other. This 

integration opens up for possibilities across national borders (Haathi et al., 1998). 

The reason for expansion to other markets is according to Camuffo et al. (2006) to 

minimize the costs, invest in foreign knowledge, develop product flexibility or create 

new relationship networks. Welch & Luostarinen (1988) explicate the distinction 

between inward and outward activities in internationalization, where inward 

activities are exemplified as import, licensees and franchisees, whereas outward 

activities are exemplified as exporting, licensing, franchising and FDI. 

 

2.1.1 Commitment and the Uppsala model 

The Uppsala Model is a theory developed by Johanson & Vahlne (1977) and has, by 

the authors, been developed over the years to explain a company’s 

internationalization process when expanding to foreign markets. Despite 

considerable criticism of this theory (Andersen, 1993; Peng, 2011), the article 

‘Internationalization process of firm – model of knowledge development and 

increasing foreign market commitments’ (Johanson & Vahlne, 1977) is the most 
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cited in international business theory (Palgrave Macmillan, 2014). Durrieu & Solberg 

(2006) state the importance of international commitment when setting up a global 

market strategy. The size of an organization’s international network will impact the 

development of the business and provide knowledge and commitment to the market 

(Durrieu & Solberg, 2006). According to Johanson & Vahlne (2009), the 

internationalization process implies that knowledge is the one important variable 

before taking the next step in the internationalization process. Through knowledge, 

the company will increase their commitment and in the meantime reduce the 

uncertainty to the market (Johanson & Vahlne, 2009). 
 

Aharoni (1966) stresses that the amount of knowledge and commitment is essential 

in a firm’s internationalization as it affect the decision-making process and course of 

action. The degree of market commitment is highly dependent on how many 

resources the firm is willing to spend on the internationalization (Johanson & 

Vahlne, 2009). The more market knowledge an enterprise has towards a country or 

region, the faster the commitment increases. As the market commitment is affected 

by the market knowledge, the consequence is that also the commitment decision is 

affected by the knowledge. As an example, Johanson & Vahlne (2009) explicate how 

the knowledge of opportunities or problems creates confidence in the firm’s 

decision-making. 
 

Johanson & Vahlne (2009) argue for two different kinds of knowledge; objective 

knowledge, which can be taught, and experiential knowledge which is learned 

through personal experience. In order to make committed decisions in the 

internationalization process, the firm is dependent on which alternative decision that 

is relative and how it is chosen. As found in figure 2.1, the Uppsala Model describes 

how an organization’s international growth increases in the same pace as the 

obtained knowledge. This is because the company acquires more resources, while 

knowledge in these resources will be increased. By a firm operating on a foreign 

market, the resources and market knowledge is gathered according to time. Through 

enhanced market knowledge, companies reduce the risk for uncertainty and also 

failure on the market. This helps companies to identify business opportunities and 

acquire self-confidence in the form of commitment when entering a market different 

from the home market. Johanson & Vahlne’s (2009) Uppsala Model further explains 

that companies more often gradually internationalize themselves rather than 
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performing direct expansion to a completely new market. The gradual process is a 

result of how companies undergo a learning process where new knowledge and 

experience is gathering over time. This learning process is continually opening up for 

new markets (Johanson & Vahlne, 2009). 
 

 
Figure 2.1 Uppsala model (revisited model), (Johanson & Vahlne, 2009) 

 

As figure 2.1 shows; to make decisions in the internationalization process the 

knowledge and commitment are depending on each other. Thus, the more gained 

knowledge to the market a company has the more commitment will they not only 

have to their decisions, but also to the market and the relationships on the market. To 

continue their activities on the market, the knowledge to the market grows, but also 

the trust towards the market will increase (Johanson & Vahlne, 2009). 

 

Johansson & Vahlne (2006) also state that commitment and learning is important 

when taking the next step in the business process, which could lead to bigger 

investment and higher levels of control. Knowledge and commitment is also 

important in order to identify valuable opportunities to improve the business, which 

is a big part of the internationalization process.  

 

2.1.2 Foreign market entry modes 

Root (1998) identifies foreign market entry mode as one of the main concerns as a 

part of an enterprise’s internationalization process. The choice of entry mode is 

highly affected by both internal and external factors of the firm (Root, 1998) and can 

be divided into two major kinds of modes: Equity and Non-equity mode (Pan & Tse, 
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2000). The main distinction between these modes is the degree of risk, control and 

resource commitment that the firm strives for in the new market. An equity market 

entry mode equals a large amount of ownership on the new market. This is performed 

by using joint venture, wholly-owned subsidiaries or FDI. In a non-equity entry 

mode, the firm strives for the opposite as this entry mode wants the ownership and 

commitment to be as minimal as possible in order to minimize the level of risk and 

control. This mode is performed through exports or contractual agreements such as 

licensing and franchising (Pan & Tse, 2000).  
 

Doole & Lowe (2008) put entry modes in a perspective where the primary distinction 

between the different entry modes is the level of involvement that the company adds 

to their internationalization process. Its implication could be significant for a firm’s 

levels of risk and control (Doole & Lowe, 2008). Low levels of involvement would 

reduce the risk, it would however also minimize the control of the business. In the 

meantime, high levels of involvement would increase the risks in the same time as it 

will give the company more control (Arnold, 2004). Albaum & Duerr (2011) account 

for three main characteristics that affect the firm’s choice of entry mode in their 

internationalization process; Risk, Control, Flexibility and Commitment. 
 

The risk-averse companies prefer the non-equity entry modes because of the low 

levels of financial and management resource commitment that it brings. However, 

these kinds of entry modes tend not to foster the international development and could 

also result in a significant loss of opportunities. The degree of control can be 

explained as the level of management during the internationalization process. A high 

level of control equals ideal commitment to resources and is therefore closely 

connected to equity entry modes. Furthermore, the level of flexibility is important in 

the choice of a firm’s entry mode. A company that has chosen an entry mode with 

high flexibility can design and change their strategies even though the conditions of 

the market change rapidly. Usually, the degree of flexibility decreases together with 

the increasing amount of risk and control (Albaum & Duerr, 2011). 
 

From the perspective of Hollensen (2011), foreign market entry modes can be 

classified into three groups: Export modes, intermediate modes and hierarchical 

modes. An intermediate mode is the equivalent to contractual agreements such as 

licensing and franchising (Pan & Tse, 2008) and a hierarchical mode involves high 
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levels of investments including joint venture and FDI. As emphasized by other 

authors (Arnold, 2004; Doole & Lowe, 2008; Pan & Tse, 2008), these modes, as can 

be seen in table 2.1, differ in the amount of risk, control and flexibility involved. In 

contrary to the equity market entry modes (Pan & Tse, 2008), the export modes have 

the highest flexibility and the lowest amount of control and risk. The intermediate 

modes equals a medium level of flexibility, control and risk whereas the hierarchical 

modes implies low flexibility together with high control and risk (Hollensen, 2011). 

Table 2.1 Concluding table of entry mode characteristics (Brodin & Karemo, 2016) 

 

2.2 International Business Environment 

The international business environment is by Guisinger & Sethi (2002) explained as 

several elements which are merged and intertwined along social, political, 

geographical and economical dimensions. Guisinger & Sethi (2002) further argue 

how elements such as geography and culture are relatively stable, whilst elements 

such as exchange rates are less constant. The international business environment’s 

constantly increased integration forces international firms to spread their value chain 

activities over more countries, which in turn leads to more complex interactions 

including several of the identified elements. Ferreira et al. (2009) argue for a firm’s 

adaptation to this environment as a core to stay competitive. They further argue for 

adaptation as a process of continuously adjustments to an environment. 
 

The nature of this environment becomes multi-dimensioned because one element’s 

change can create reactions in a completely different place. Thus, challenges for 

firms are found when they constantly have to adapt to the increased complexity and 

uncertainty of the environment and in the same time stay consistent towards their 
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global entities as well as customers and partners (Ghoshal & Westney, 1993; 

Rosenzweig & Singh, 1991). In addition to the elements of the international business 

environment, Guisinger & Sethi (2002) identify the effect of the ‘global meta-

environment’, which is composed by several geo-strategic elements that influence 

state policy, economic sanctions and versatile treaties. These shape and affect a 

country’s policies and are also considered to affect international operating firms 

indirectly. By identifying and separating the above elements, firms can focus their 

environmental analysis and convert it into useful information and knowledge to adapt 

their operations (Guisinger & Sethi, 2002). 

 

2.2.1 Governmental policies 

The definitions of the term ‘governance’ are often broad and different from each 

other. Bevir (2012) refers to governance as processes of governing, interacting and 

decision-making, undertaken by either a government, market or a network over 

formal or informal actors to solve a shared problem through the practice of laws, 

norms or power. Grindle (2004) emphasizes how governance can be performed by a 

government through laws or reforms to encourage country development and reduce 

poverty. UNHCR (2013) defines ‘good governance’ as related to political and 

institutional processes with the goal to guarantee the compliance of human rights and 

the avoidance of abuse and corruption. This concept focuses on governing bodies’ 

responsibility to meet the demands of the society. 
 

In order to separate politics from the business environment itself, Boddewyn & 

Brewer (1994) define the ‘political’ term as applied to actors which belong to a non-

market environment, including the state, community and private-interest groups and 

actions such as compliance, negotiation and coalition building. Brought up by 

Rosenzweig & Singh (1991) are how political actors in the international business 

context oblige other actors to a more diverse response adaptation than in the 

domestic environment. Clark (1991) highlights however that the existence of states 

significantly creates borders in international business. Country borders create 

institutions and social structures that international business actors must bridge. 
 

Early research of the international business environment focus the subject as 

dependent on the home and host country’s environmental factors as triggers to move 

and locate enterprises abroad. Therefore, studies indirectly analyze government’s 
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policies and entry modes (Fagre & Wells, 1982; Anderson & Gatignon, 1986). 

Boddewyn & Brewer (1994) state how political factors in international business is a 

constantly emphasized variable because of the various political regimes that impact 

international firms’ entries, operations and exits. Governments create rules that 

businesses will need to adapt to, which implies the interaction between governments 

and business to become complex and interdependent processes.  
 

Governmental policies are implemented to affect the behavior of the market (Henisz, 

2000). Political economy theory emphasizes governments as controllers and 

regulators of the business sectors. They create legislation and establish the regulatory 

environment where business is conducted (Henisz, 2000). Porter (1998) develops 

that governments should act catalytic and boost firms to achieve high profitability 

and competitiveness. Leone (1986) explicates how governmental actions shape the 

marketplace’s winners and losers. This is done through policies in favor of some 

industries, and in contrary a disadvantage for others. But governmental policies are 

all a choice between present and future welfare (Nordhaus, 2001). Nordhaus (2001) 

explains them as investment decisions for a country’s growth over time. Further 

stressed by Grosse & Berhman (1992), is how the existence, formation and volume 

of international business are dependent on states’ decisions to either reject or 

encourage international business activities. This implies that political behavior 

interferes everywhere and constitutes the behavior of the market environment of 

international business. 
 

Globerman & Shapiro (1999) state the general assumption that all governments 

create barriers for investment and growth through either greater or less formality, or 

greater or less transparency. Good governance should be characterized by an honest 

and efficient public sector, encouragement of both foreign and domestic investments 

and minimum trade restrictions (Globerman et al., 2004).  Globerman et al. (2004) 

together with Brewer (1993) stress how governmental policies might both directly or 

indirectly affect and shape FDI. They can also affect FDI because of implemented 

policies as a result of market imperfections. Regardless, Brewer (1993) stresses how 

the effects of governmental policies’ in one country cannot be compared with 

another, as they are dependent on the features of each relative country and its 

government. 
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2.2.1.1 Black Economic Empowerment 

Alimadadi et al. (2012) highlight how the South African government’s desire to 

increase FDI and in the same time improve the equality in the country creates 

challenges for foreign firms when their compliance with the policies impedes with 

resource commitment, adaptation and legitimacy creating. Owusu & Habiyakare 

(2011) identify a barrier originating from the BEE policies, affecting foreign firms in 

the country. Here, the lack of knowledge and education among the black population 

creates difficulties for firms to employ workers with enough experience from this 

group. Further stressed by Kleyhans & Krüger (2014) is how micro-level firms in 

South Africa face challenges when they need to comply to the BEE policies in the 

same time as they balance the workforce. This impedes with the profitability of the 

firms as well as their ability to survive in the competitive business environment. 

  

Johnson (2015) and Owusu & Habiyakare (2011) bring up foreign the desire of 

foreign companies to avoid commitment to the South African market as a result of 

the BEE policies. Johnson (2015) states that the BEE policies have startled foreign 

investment from the country. Furthermore, Owusu & Habiyakare (2011) exemplify 

how Finnish companies avoid becoming legally bound by the policies through 

outsourcing and locating their production elsewhere. 

 

2.2.2 Political business relations 

When a firm enters a foreign market, the importance of developing and adapting 

their relationships with both local business partners as well as national and local 

governments is essential. The ability of political organizations to control firms has 

resulted in researchers’ focus on how the relationship between political organizations 

and companies are characterized. Further emphasized is how the management of 

business relationships with different actors is crucial for a firm’s internationalization 

activities (Elg et al. 2012a). Crane & Desmond (2002) explicate how the need of a 

durable relationship with government actors is a prerequisite for firms to gain 

influence and support. This is especially visible in emerging countries where the 

political actors are more active than in developed countries (Elg et al., 2012a). 

Although the interest for society and political organizations’ impact on 

internationalization activities has decreased in research, studies on the subject has 

been focusing on these relationships’ effect on firms. Elg et al. (2012b) however 
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highlights the issue from a more strategic view, focusing on the interaction between 

business, state and society in relation to for example firms’ entry strategies, market 

orientation and competitive advantage. 
 

Alimadadi et al. (2012) stress the importance of managing both business networks 

and political networks in the internationalization process because of the actors’ 

dependence on each other. This interaction has often been a research focus in China 

due to the nature of the government’s influence on business. One example is Luo’s 

(2001) research focus on relationship building with governmental authorities in 

China, where he emphasizes on the fact that these kinds of cooperation improve both 

the sales-related and financial performance. Furthermore, Luo (2001) also explicates 

how a firm’s actions and contribution to the country after entering it is crucial for the 

host government. Luo (2001) stresses the importance of re-investments in the 

country through activities and he also focuses on commitment of resources, personal 

relations, political accommodation and credibility to obtain a good relationship with 

the government.  

 

2.2.3 Risk and uncertainty 

For firms in international business, managing risks is one of the primary objectives 

(Ghoshal, 1987). Baird & Thomas (1985) explain that handling the risk concept has 

been hard and that thorough research has been made on the subject in the last 

decades. Risk and uncertainty are related to each other and is overlapping when 

defining the two subjects (Baird & Thomas, 1985). March & Shapira (1987:1409) 

argue that [...] “risk-taking is synonymous with decision making under uncertainty”. 

This explains that uncertainty and risk are closely connected and dependent on each 

other. Both risk and uncertainty is depending on different kinds of knowledge, where 

risk is based on explicit knowledge and uncertainty is based on implicit knowledge 

(Figueira-de-Lemos et al., 2011). Risk is often combined with the source of the 

market, such as economic and political risks. On the other hand, uncertainty is 

combined with the market’s environmental components, it comes from unforeseeable 

behavior, external disturbances or a combination of these two (Miller, 1992). 
 

March & Shapira (1987) identify two types of uncertainty; contingent uncertainty 

and pure uncertainty and they differ from each other through whether the uncertainty 

reduces or not. Contingent uncertainty can be reduced while pure uncertainty is 
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unchangeable. When getting more alternatives and solutions, the knowledge will 

increase. In turn, this will lead to the contingent uncertainty to decrease in the same 

pace as the increased amount of alternatives and knowledge gained. However, more 

alternatives and knowledge will not reduce pure uncertainty (Johanson & Vahlne, 

2009). 
 

When a firm deals with strategic risk, they need to perform three phases; risk 

identification, risk estimation and risk evaluation (Baird & Thomas, 1985). Baird & 

Thomas (1985) further state that first, the firm needs to identify the uncertainty and 

assess the dimensions of it. Secondly, the estimation phase increases the 

measurability of the problem. Thirdly, the risk evaluation concerns the actions of 

how to solve and deal with the risks and evaluate the relations to how much risk the 

firm is willing to commit themselves to (Baird & Thomas, 1985). 
 

The increasing internationalization of companies creates an issue where companies 

face both known and unknown risks (Figueira-de-Lemos, et al., 2011). It is hard to 

foresee internal and external risks that could occur in the environment (Miller, 1992). 

However, companies can utilize their resources to reduce the uncertainty and use 

them to prepare the companies for risks that could occur in the new environment 

(Alhawari et al., 2011).  

 

2.3 The Conceptual Framework 

Figure 2.2 The Conceptual framework. (Brodin & Karemo, 2016) 
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The conceptual framework found in figure 2.2 illustrates the chosen theories’ 

connection to each other and the phenomenon of South Africa’s BEE policies. For 

the reader, it is important to understand the purpose of the study and the researcher’s 

aim to explore the BEE policies’ effect on foreign firms’ commitment and adaptation 

in South Africa.  

 
(1) The international business environment is approached from theories of 

governmental policies, political business relations and risk and uncertainty and 

focuses on the environment that the internationalizing firm is both affected by and 

affecting through their own internationalization activities. First of all, the 

international business environment is affecting and is affected by (3) BEE policies, 

which are explained as governmental policies to affect the market behavior and the 

business environment. Also, political business relationships are brought up to 

highlight the importance for a firm to interact in consonance with political players in 

the internationalization process. Moreover, risk and uncertainty is explained as a 

theory affecting a firm’s decision-making process. Hence, a firm’s ability to adapt to 

the political environment and the risks that the business environment entails are also 

determinants of their (4) commitment and adaptation to the foreign market. 

 
 
(2) The internationalization literature is approached from concepts regarding the 

Uppsala model and foreign market entry mode and focuses on the activities and 

mindset of firms when they internationalize. What bring these theories together are 

the determinants of control, risk, flexibility and knowledge, which in turn determine 

the firm’s commitment and adaptation (4) in their internationalization process. As 

found in the figure, the (3) BEE policies affect these internationalization activities. 

This can be explained how a firm’s levels of knowledge about these policies and how 

they may affect the firm’s control, risk and flexibility will affect their (4) 

commitment and adaptation decisions to South Africa. 

 

The theories have a tendency to impact each other on other areas that are explained 

in this framework. However, our theoretical focus will be on the outline that is 

highlighted above in order to maintain the focus of the thesis.  
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3 Methodology 
 
This chapter accounts for the methodology of the thesis and how the collection and 

processing of data will be conducted in order to answer the research question and 

satisfy the purpose of the thesis. Each subchapter explains different approaches and 

methods that will be used for gathering of the material. In the end of each 

subchapter, a motivation for the approach of our choice is explained and discussed.  

 

3.1 Deductive research approach 

The research approach explains the relationship between the theory and the empirical 

data and authors like Ghauri & Grønhaug (2010) and Davidsson & Patel (1994) 

identify two different traditional approaches in the subject: inductive approach and 

deductive approach. In an inductive approach, the theories are obtained from the 

empirical findings, whereas in a deductive approach, the theories are obtained from 

facts, logics or assumptions prior the researcher starts to collect the empirical data 

(Ghauri & Grønhaug, 2010; Davidsson & Patel, 1994). A third approach has later 

been introduced as an abductive approach which combines the inductive and 

deductive approach (Alvesson & Sköldberg, 2009). This approach implies that the 

researcher uses the inductive and deductive approaches back and forth throughout the 

study (Alvesson & Sköldberg, 2009) and is according to Denzin & Lincoln (2011) 

the most common approach when performing a qualitative study.   
 

Deductive theory is the most common perception on how the relationship between 

the theory and the empirical findings is constructed in social science (Kumar, 2014). 

By using deductive approach, the researcher makes an assumption that derives from 

earlier research, theories or the researcher’s own perception of the environment. 

From this assumption, theories and literature are reviewed and explicated in order to 

be used as a platform for the development of data collection. The empirical data is 

thenceforth analyzed and discussed together with the theoretical framework (Ghauri 

& Grønhaug, 2010).  
 

As this thesis’ problem identification and purpose derive from previous research and 

assumptions within the international business field, rather than from empirical data, 

we have reached to the conclusion that the most suitable research approach for this 



 20 

essay should be a deductive approach. The research questions of the thesis are 

closely connected to previous theories of international business theory, and it is 

therefore our aim to use a conceptual framework based on previous research to 

connect with the empirical data that will be gathered later in the process. For 

additional development, the research questions highlight theories of commitment and 

adaptation in the internationalization process, and as those subjects have been 

researched before, it is our opinion that they can be used as a platform to collect the 

empirical data. Because of our intention to apply earlier theories about 

internationalization and governmental policies on the empirical phenomenon of BEE 

policies, an inductive or abductive approach would not be suitable for this study. 

 

3.2 Qualitative research method 

The research method can be described as the conducted procedure of a study in order 

to answer a research question (Kumar, 2014). Kumar (2014) accounts for two main 

methods for collection of data; qualitative and quantitative research. The main 

distinctions between these approaches are characterized through three main points: 

how data is collected, how it is analyzed and how the findings are presented. 

Creswell (2005) explains how the choice of research method is highly dependent on 

the kind of problem that will be researched. A major difference involves the level of 

freedom and flexibility for the researcher when collecting the data. In general, 

quantitative studies are in favor of restrictions of flexibility whereas qualitative 

studies are the opposite (Kumar, 2014). Qualitative methods are usually applied on 

smaller units of analysis, with more focus on details (Denscombe, 2010). 
 

Creswell (2007) provides us with an explanation of how qualitative research is 

designed and approached. The researcher addresses the subject, its meaning to 

individuals or groups, and ascribes it a problem. To study the problem, the researcher 

uses an emerging approach through the collection of data in order to establish 

patterns and contexts. The output contains the respondents’ visions, reflections from 

the researcher and a complex definition of how the problem contributes to other 

research on the subject (Creswell, 2007). Qualitative research implies that the data 

often is collected in the field where the respondents actually have an experience of 

the identified problem. (Hatch, 2002; Marshall & Rossman, 2010). The focus is kept 

on what the problem means to the respondents (Creswell, 2007). 
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As the purpose of this thesis aims to analyze and understand the implications of BEE 

on Swedish companies doing business in South Africa, we have chosen to use a 

qualitative research. One argument for a qualitative research is the depth of the issue 

that the thesis aims to investigate and interpret. This requires respondents with 

experience of the BEE policies in order to create an understanding of the subject. 

Considering the identified knowledge gap of how the BEE policies affect foreign 

firms and how they adapt to them, it is in our perception that a qualitative approach 

in this case can bring us a more thorough understanding of the BEE policies nature 

and its effect on the respondents.  Furthermore, our aim is to highlight the issue from 

different perspectives and its effect on different elements of internationalization. This 

exploratory view is more applicable together with qualitative rather than quantitative 

research because it inserts the BEE policies in a context by interconnecting concepts 

and assumptions for us to fulfill the purpose of the thesis. 

 

3.3 Data Collection Techniques 

Creswell (2014) defines data collection as a step in the research process with the aim 

to gather information relevant to answer the research questions. Creswell (2014) 

argues for qualitative data collection to focus on two main things; What kinds of data 

that should be collected and the procedures to gather them. In detail, it means 

conducting a suitable sampling strategy, recording the information in both audio and 

script, storing the collected data and considering the ethical issues that may emerge. 

Jacobsen (2002) and Ghauri & Grønhaug (2010) explain two main procedures for 

data collection; Primary data collection and secondary data collection.  
 

3.3.1 Primary Data Collection 

The sources of primary data are collected from the researcher through the empirical 

data (Ghauri & Grønhaug, 2010). Yin (2014) argues for primary data as collected 

from daily situations of respondents with knowledge and experience of the 

phenomenon that is researched. Creswell (2005) also argues for primary data as 

literature by individuals who have actually conducted the research themselves, such 

as scientific articles published in educational journals. When doing a qualitative 

research, the primary data can be collected through interviews or observations. 

Jacobsen (2002) and Creswell (2005) state that primary data is more preferred than 

secondary data, primarily because the data that is presented in primary data is 
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actually collected by the original researcher. Creswell (2005) also argues that 

primary data provides more details on the subject than secondary sources. 
 

This thesis consists of two main primary data sources;  

1. Data that is collected and conducted from interviews through a multi-case 

study by the authors of this thesis. 

2. Data that is collected from research articles and educational journals. 
 

As argued for by Jacobsen (2002) and Creswell (2005) we have chosen to use 

primary data as a main source for the thesis because of its accuracy on the subject. 

The data collected through our interviews is collected with the solely purpose to 

create an understanding of the BEE policies’ effect on Swedish companies. Thus, 

this data is closely interconnected to the research subject and should provide us with 

a more thorough understanding of the phenomenon. As a complement to our own 

gathered data, primary data in the form of scientific articles is also collected. This 

data is found in the introduction and the literature chapter and is brought up to 

provide the reader with a wider theoretical knowledge of different international 

business elements. This kind of primary data is then used as a framework for the 

development of the interview guide when collecting our own primary data. 
 

3.3.2 Secondary Data Collection 

Secondary data is by Kumar (2014) explained as information that has already been 

collected or summarized by someone else. When collecting the secondary data, the 

researcher’s role is to extract the necessary information from this data in order to 

fulfill the purpose of the study (Kumar, 2014). Creswell (2014) and Ghauri & 

Grønhaug (2010) give examples of secondary data such as books, encyclopedias and 

summarizing journals. Kumar (2014) add some examples of secondary sources such 

as government publications, historical records, newspapers and websites. 
 

The secondary sources in this thesis are gathered in order to complement the primary 

data which has the highest importance for the outcome of the research. This data is 

collected from websites, books, publications and summarizing journals. The 

secondary data can be found in the introduction chapter to create a historical 

understanding of South Africa’s complex business climate. Although the majority of 

the theoretical chapter includes primary data in the form of scientific articles, a few 
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components of secondary sources can also be found. In the methodology chapter, the 

secondary data is used to describe the chosen case companies, this data is found on 

the companies’ official websites. Lastly, the most important secondary data that is 

collected in the thesis can be found in the empirical findings. This data is collected 

from summarizing journals and governmental publications to create a more thorough 

understanding of the BEE policies’ characteristics and elements. 

 

3.4 Case-study Research Design 

Ghauri & Grønhaug (2010) argue research design as a comprehensive plan in order 

to connect the problem statement to applicable and pertinent empirical research. The 

research design provides the researcher with a framework that illustrates how data is 

collected and analyzed (Ghauri & Grønhaug, 2010; Kumar, 2014). In qualitative 

research, the design of the research can vary in forms such as experiments, surveys 

or case studies (Denscombe, 2014; Yin, 2014) and should be chosen according to the 

decided research method and approach (Ghauri & Grønhaug, 2010; Yin, 2014). 
 

George & Bennett (2005) state that case studies are a strong method applicable when 

methods of statistical or formal nature are weak. This is because a case study allows 

the researcher to identify and compare patterns to theories and concepts. Yin (2014) 

brings up case studies as an applicable research design when the research questions 

contains “how” or “why”. Further argued by Creswell (2014) and Yin (2014) is case 

study as an applicable design when the research aims to explore and understand a 

certain phenomenon or special event. Yin (2014) also explains that case studies are 

useful when the study seeks to explain why certain decisions have been made, what 

they were an effect of and what outcome the decision created. 
 

Our choice to use a case study method as research design for this thesis is mainly due 

to what it can bring for the relevance of our research. As we aim to explore and 

create a deeper understanding of how the BEE policies have affected Swedish 

companies, it is our argument that a case study is the most suitable design to gather 

the required empirical data. Another argument is the fact that the two research 

questions contain the word “how” and seek to understand a phenomenon’s impact on 

a group of individuals. A case study design should therefore be able to connect the 

problem statement to empirical data and in turn create the utmost value for the thesis. 
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Lastly, case study is a suitable design for the chosen deductive approach in which we 

seek to find relations between a phenomenon and chosen theories and concepts. In 

comparison, other research designs such as surveys or experiments would not be as 

applicable to the probing nature of the report. They would not provide us with the in-

depth data collection needed for the research. 

 

3.4.1 Multi-Case Study Design 

Yin (2014) identifies two main approaches for the researcher when constructing a 

case study; a single-case study or multiple-case studies. The single-case study is 

defined by Merriam (2009) as a study with focus on only one case, such as one 

company. Multiple-case studies however include several cases from which data is 

collected and analyzed. Thus, the multiple-case study occurs when the number of 

examined cases exceeds one. George & Bennett (2005) highlight criticism of single-

case studies due to the non-variance of dependent variables. By studying only a 

single case, the researcher risks to only explain one out of many possible 

explanations, therefore Yin (2014) argues for how multiple-case studies should be 

considered to create more value. This is mainly because it uses multiple observations 

and therefore can bring up several explanations to a certain phenomenon or issue. 
 

Our choice to use a multi-case study is based on the aim to conduct an objective 

report. It is important to keep in mind that each case company’s circumstances and 

internationalization processes are unique and this will also affect their perception of 

the reality. Therefore, a multi-case study enables for us to create a more objective 

understanding of the causality between an empirical phenomenon and theory. 

Another argument for a multi-case study is that the reliability of the research 

increases as the behavior of several companies creates a more consistent result. As 

argued for, the need to highlight the issue from several perspectives is a prerequisite 

for this thesis. Thus, in our perception, a single-case study design risks delivering a 

biased view on the subject and may jeopardize the objectiveness of our research.  
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3.4.2 Purposeful Sampling Strategy 

In order to assemble the case study data, a selection of research cases needs to be 

analyzed, those cases are by Merriam (2009) explained as the sample of the study. 

Sampling can be divided into probability and nonprobability sampling, where the 

general difference between them is how the samples are selected. Probability 

sampling is a random selection model which allows the researcher to draw statistical 

generalizations of the sample and is therefore argued for not being an applicable 

model for qualitative research (Merriam, 2009). In contrary, nonprobability sampling 

is more recommended for qualitative research as it lets the researcher designate the 

samples after certain criteria. The purposeful sampling strategy is a form of 

nonprobability sampling, assuming that the researcher wants to study a specific 

problem. This allows the researcher to choose their samples from relevant criteria 

that are connected to the research’s problem definition (Denscombe, 2010).  
 

For our multi-case study design, we have chosen to use a purposeful sampling 

strategy where we through chosen criteria identified suitable companies and 

respondents for our research. First of all, we identified three criteria for the choice of 

case companies. As the issue of the BEE policies would not be researched from 

another country perspective, we wanted to focus on Swedish case companies in order 

to explore their adaptation to the policies. Because of our qualitative research 

method, it was important to highlight the issue from Swedish companies with 

experience from the South African market. Moreover, experience from public 

companies was also of importance. This because cooperating with public companies 

should have a greater impact on foreign companies because of the South African 

requirements for public companies to comply with the BEE policies. Based on this 

discussion, the case companies were chosen from the following criteria; 
 

The companies needed to: 

1. Be Swedish. 

2. Be active on the South African market. 

3. Have experience of doing business with public companies in South Africa. 
 

As for the respondents whom would be interviewed from the case companies, we 

identified three criteria to further specify what kind of knowledge and insights from 

South Africa that we were looking for. When choosing our respondents, most 
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important was that they should have personal experiences from the South African 

market and have a great insight of their company’s operations there. We also wanted 

respondents who had been involved in their company’s operations in South Africa. 

Therefore, the respondents needed to meet the following criteria; 

The respondents needed to: 

1. Have experience of doing business on the South African market for at least 5 

years. 

2. Have a position that involves interacting with actors on the South African 

market. 

3. Have a sound knowledge and insight of the company’s operations in South 

Africa. 

3.4.3 Choice of case companies 

From the purposeful selection criteria above, we selected respondents from three 

case companies where the empirical data would derive from. We researched 

companies that could fulfill these criteria and reached out to them with a request for 

them to participate if they could add value with their experiences from doing 

business in South Africa. Respondents with the relevant experiences and interest to 

contribute to the thesis were scheduled for interviews. A short introduction of the 

case companies and their respondents is explicated below. 

 

3.4.3.1 GKN Aerospace Sweden 

GKN Aerospace Sweden is a Swedish company that is a part of the GKN Group. 

GKN Aerospace is a supplier of industry-leading solutions in aero structures, engine 

systems, wiring, ice-protection systems, landing gear and servicing. With more than 

100 years of expertise experience from the aerospace industry, their main operations 

in South Africa are towards the military. They also cooperate with local companies 

on the market. 
 

The respondent for the interview with GKN Aerospace Sweden was Bengt Lundgren 

who is Program Director and the company’s representative towards the South 

African market. Due to his several years of experience from both public and private 

companies in South Africa, we believed him to be able to bring valuable insight on 

the subject. The interview took place on Tuesday May 3rd, 2016 at GKN Aerospace 

Sweden head office in Trollhättan, Sweden. 
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3.4.3.2 Läckeby Products 

Läckeby Products is a developer and manufacturer of products within heat recovery 

and mechanical particle separation. Läckeby Products is a family-owned Swedish 

company owned by the family Axelsson and has developed, built and installed their 

products since 1965. The company uses a private distributor in South Africa with 

both private and public clients mainly active in the mining industry.  
 

The respondent for the interview with Läckeby Products was Mattias Johnsson who 

is Area Sales Manager and the company’s representative towards the South African 

market. Because of his international background and many years of focus on the 

South African market, we believed this respondent to be able to highlight the issue 

from a company indirectly affected by the BEE policies due to their operations in the 

country. The interview took place on Tuesday May 3rd, 2016 at Läckeby Products 

sales office in Kungälv, Sweden. 
 

3.4.3.3 Business Sweden South Africa 

Business Sweden South Africa is a Swedish company based in Johannesburg. Their 

office is responsible for West and South Africa and offers consultancy services and 

answer inquiries for Swedish companies and government about trade, investments, 

opportunities and challenges of doing business in the region. In addition to this, 

Business Sweden supports Swedish companies to comply with the BEE policies in 

the country. 

 

The respondent for the interview with Business Sweden South Africa was the 

associate Ngoako Mashitisho. As this respondent is native South African and 

employed by a Swedish company, we believed him to be able to give us valuable 

information of the BEE policies from a more “hands-on” point of view. Because the 

respondent works directly to support Swedish companies in the region, we also 

anticipated him to bring us valuable insights from several company perspectives. The 

interview took place on Friday May 13th, 2016 via telephone. Because Ngoako is 

based in South Africa, we could not have the interview face to face.  
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3.4.4 Semi-Structured Interviews 

In qualitative research, interviews play a central role for the collection of data 

(Creswell, 2014; Yin, 2014). Yin (2014) argues for interviews as one of the most 

important sources in case studies. Merriam (2009) accounts for three traditional 

structures of interviews; structured interviews, semi-structured interviews and 

unstructured interviews. Denscombe (2010) argues structured interviews to imply a 

high level of control where the questions are strict, whereas semi-structured implies a 

more flexible approach opening up for the respondent to speak freely regarding the 

topic. Semi-structured interviews are considered the most suitable when the 

researcher aims to study a complex phenomenon (Denscombe, 2010). 
 

In order to provide us with the information needed to understand the BEE policies’ 

impact on our respondents, we chose to conduct semi-structured interviews. It is in 

our opinion that a semi-structured interview helped us focus on the main topic and its 

issues with the help of a pre-determined interview guide. Moreover, in comparison to 

a structured interview, a semi-structured interview implied less control which helped 

us discover the subject with the help of the selected respondents. The semi-structured 

interview provided us with the instruments to keep focus on the subject and its 

meaning to the respondents. It was therefore a golden middle way for us to explore 

the subject as thorough as possible.  

 

3.4.4.1 Open-ended questions 

Kumar (2014) further explicates the researcher’s role in the implementation of 

interviews. The researcher has the freedom to format the structure and content, 

define what to ask and in what order. Kumar (2014) further argues for two different 

kinds of questions in social research: open-ended or closed. In the open-ended 

question, the answer of the respondent is not provided by the research instrument but 

is decided by the respondent themselves. In the closed question, the answers are 

decided from the research instrument which provides the respondent with a set of 

choices that best fit their response. The main difference between the two types is 

whether the question aims to get information about opinions or facts. Generally, 

closed questions are most useful when the research aims for facts, whereas open-

ended questions are more suitable when researching attitudes or opinions (Kumar, 

2014). 
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By letting the respondents speak freely in the semi-structured interviews through 

open-ended questions, we allowed them to disclose their own attitudes and thoughts 

on the subject. In this qualitative research, closed questions risk to become an 

obstacle for our respondents to explain the BEE policies impact on their companies. 

Important to mention is that the explorative nature of our research implied that we 

wanted to go deeper to the phenomenon of governmental policies and find out how it 

can affect companies’ internationalization. Therefore, open-ended questions provided 

us with a better empirical platform to explore the issues that we aimed to research. 

 

3.4.5 Operationalization 

When doing an interview guide it is important to have a literature review that aligns 

with the interview questions (Jacob & Furgerson, 2012). This is necessary to give the 

researcher knowledge of what has already been researched and to guide the author by 

identifying what kinds of questions that will be asked. Patel & Davidson (1994) 

argue that the conceptual framework needs to be connected to the real world and the 

area of research. Thus, the theories that have been presented in the literature review 

are operationalized according to table 3.1 which our two interview guides are based 

upon. We also collected empirical data to develop the interview guide, therefore the 

interview questions are based on both the chosen theoretical framework and the 

collected secondary empirical data. The fact that our respondent from Business 

Sweden had a more overall knowledge of Swedish companies in South Africa forced 

us to create a separate interview guide when conducting this interview. Although it 

followed the same structure and operationalization, the questions were formulated 

differently than the interview guide for the other two respondents. The interview 

questions can be found in Appendix 1 and Appendix 2. 

 



 30 

 

Concepts Interview 

questions 

Reasoning 

Internationalization 
questions 
· Commitment 
· Entry mode 
· Adaptation 

4-8 These questions answer how long the 
companies have operated and what 
kinds of operations they have in 
South Africa. These questions will 
also answer the risks and barriers that 
the companies have identified when 
operating on the market. 

International Business 
environment questions 
·  Governmental policies 
·  Political business relations 
·  Risk and uncertainty 
· Commitment and adaptation 

9-10 Through these questions we want the 
respondents answer on what they 
think of the South African business 
environment and their view of the 
government’s impact on doing 
business. 

Black Economic 
Empowerment questions 
· The elements of BEE 
· Commitment 
· Adaptation 

11-16 These questions will be built on the 
previous questions regarding 
governmental influence with a focus 
on South Africa’s BEE policies 
effects on doing business in the 
country. 

Table 3.1 Operationalization summary (Brodin & Karemo, 2016)  

 

3.4.6 Conducting Interviews 

Prior every interview, we sent out our interview guide to the chosen respondents in 

advance. Afterwards, we could see that this helped our respondents to prepare 

themselves for our questions and that it gave them time to consult colleagues or 

partners on the subjects that we brought up. However, a negative effect of this was 

that the respondents had a tendency to touch the subject of other questions in a 

different order than we had planned. This ended up in us having the interviews 

slightly more unstructured than expected and this complicated with the transcriptions 

and the summarizing of the empirical data. 

 

Two of the interviews were conducted face to face and one interview was conducted 

by phone. All three interviews were audio recorded and as one of us asked the 

questions, the other one took notes. The audio recording and the notes was used as a 

tool for us when we transcribed the interviews afterwards. Having face to face 
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interviews allowed us to connect more to the respondents than when having the 

interview by phone. It helped us get to know the respondents and see their body 

language during the interview, which simplified for us to understand their reactions 

when talking about their company’s operations in South Africa. It is therefore 

important to mention that the phone interview could be less reliable, and in order to 

prevent any misunderstandings, we sent out our final empirical findings to all the 

respondents for approval. 

 

3.5 Method of Data Analysis 

When conducting a qualitative study, the result often provides the researcher with a 

lot of data to manage. By analyzing this data, the researcher will gain a greater 

understanding and insight of the material that the study has given (Ghauri & 

Grønhaug, 2010). Fejes & Thornberg (2009) argue that in a qualitative analysis, the 

researcher works actively with the collected data, organizes it, summarizes it to 

manageable material and looking for the underlying patterns. 
 

In order to analyze the empirical data that we gathered from interviews, the first step 

was to transcribe them. Transcribing means that you convert the answers from the 

interview to written text (Gillham, 2008). With help of these transcriptions, we could 

summarize and reformulate the most essential data to the chapter of empirical 

findings. When summarizing the empirical data, the theories played a major part as 

the summary was based on the two theoretical elements; internationalization and the 

international business environment together with the empirical element; Black 

Economic Empowerment. The theories were also something that we frequently 

returned to in order to analyze the primary data. Together with them, we 

systematically chose which data that was relevant and reformulated it to find 

patterns, logical links and interpreted it in order to analyze it from theoretical angles. 

 

3.6 Quality of research 

Silverman (2011) argues social research as an aim to produce descriptive studies of a 

social world. This should not be any kinds of descriptions, but those who correspond 

to the social world being described. Silverman (2011) further argues the importance 

of the researcher’s task to enhance objectivity through their activities. These 

activities should include accuracy of the data collected for the research, and 
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truthfulness of the interpretations made from this collected data. The technical terms 

that refer to research credibility and objectivity are; Validity and Reliability. 

 

3.6.1 Validity 

To perform a research that creates a strong value, the research data collected needs to 

be valid to the researched subject. First of all, the data needs to be accurate and 

relevant (Denscombe, 2010). Moreover, the methods need to investigate what the 

research is meant to investigate (Brinkmann & Kvale, 2008). Holme & Solvang 

(1997) argues that the data validity of a qualitative study tends to be less than when 

performing a quantitative research. To create a higher validity, the researcher needs 

to make sure they have interpreted the gathered information from the respondent 

correctly (Denscombe, 2010). This method is called respondents validation, and 

allows the researcher to get back to the respondents so they can correct that the 

researcher has understood them correctly. Another way to increase the validity is to 

perform a so called triangulation (Kumar, 2014). This method allows the researcher 

to analyze the collected data from different angles and perspectives in order to 

interpret the data better.  
 

In order to strengthen the validity of our research, we chose to revert back with our 

gathered empirical data to all the respondents before the final draft was published. 

This gave our respondents the opportunity to give feedback on our interpretations 

and correct any misapprehensions that might have occurred in the transcription 

process. For further increased validity of our research, we also chose to analyze and 

interpret data from different sources. For our research, we performed a pre-study to 

understand the background of the issue, a theoretical study on previous research and 

lastly an empirical study based on our own acquired empirical data. This empirical 

data was thoroughly elaborated with the help of our earlier studies and this has 

enabled us to perform a study with adequate validity. Although, we were interested 

in exploring the BEE policies’ effect on all Swedish companies that are active in 

South Africa, George & Bennett (2005) state the importance to avoid external 

validity and the limitation of generalizability in qualitative case studies. As authors of 

this thesis, we kept in mind the risk of a too generalized research from our assembled 

data and the fact that our recommendations might not become applicable to all the 

cases that would fulfill the criteria for our research. 
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3.6.2 Reliability 

Kumar (2014) and Denscombe (2010) define reliability as a research that should 

provide a consistent result when it is repeated under similar circumstances. Creswell 

(2013) refers to reliability as how stable the responses are to multiple interpretations 

of data volumes.  Kumar (2014) further argues that the more consistent and stable a 

research instrument is the higher will the reliability of the study be. However, Kumar 

(2014) highlights the issue of human behavior and how it may affect the respondents’ 

contribution to a study. Thus, a qualitative study is likely to not be able to be 

repeated due to human factors of expression and interpretation. Nevertheless, it is the 

researcher’s task to perform a study with the highest reliable content. 
 

In order to strengthen the reliability of our study, we used the same interview 

questionnaires to each respondent throughout the study. Letting the respondents 

answer the same questions and by the same interviewer enabled us to collect 

consistent data throughout the collection process, comparable and measurable to each 

other. A further argument for the reliability of our research was the sampling strategy 

performed to choose the case companies and the respondents. By gathering data from 

sources with similar knowledge and experience enabled for a more reliable research. 

A further argument for the reliability of this study is our clear and distinctive 

methodology procedure. We have thoroughly explained and argued for the steps in 

the process in order for the reader to have a clear understanding of how data is 

collected, recorded and interpreted. 
 

3.7 Research Ethics 

Creswell (2014) states that the before uncomplicated qualitative approach has 

become more difficult in recent years due to the ethical considerations that have to 

get involved when performing the approach. This is also highlighted by Merriam 

(2009) who brings up the importance of ethical considerations when collecting and 

interpreting research data. Except from acting professional and with integrity, 

Denscombe (2010:331) argues for four core principles that the social researcher is 

expected to comply with in order to conduct the research ethically: 
 

[...] “- Participants’ interest should be protected; 

        - Participation should be voluntary and based on informed consent; 
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        - Researchers should operate in an open and honest manner with respect to the 

          investigation; 

        - Research should comply with the laws of the land" 

 

Participants’ interest should be protected 

It is important for the researcher to consider that there should not be any 

repercussions for the participant due to their involvement in the research. The 

researcher should therefore in advance consider the implications that may occur and 

ensure the safety of the participant from harm (Denscombe, 2010). Creswell (2014) 

also argues the importance to protect the participant and develop a trustful 

relationship. When collecting our empirical data through interviews, we considered 

the interest of each respondent by offering them full anonymity through their 

participation. This was of especially high importance due to the nature of our 

research and the fact that the subject touches a sensitive subject involving 

governmental issues. With the respondents’ interest in mind, we also offered to send 

out a draft of the empirical findings to them before the final publication of the thesis. 

In order to let each respondent read through our findings, we gave them the 

opportunity to explain and clarify any ambiguities in our interpretation of the 

interviews. In case anything was unclear or misunderstood, we could review this 

before publishing the research. 
 

Participation should be voluntary and based on informed consent 

Denscombe (2010) argues that a person never should be forced to contribute to 

research and thus, their participation has to be voluntary. Already when reaching out 

to potential respondents, we informed them early about the commitment required for 

their participation and how the data they provided us would be used. Based on this 

information, each respondent could decide whether to participate or not. 

Furthermore, prior each interview, the respondent could choose if they wanted us to 

audio record the interview. This allowed the respondents to contribute to the extent 

that was of interest for them. 
 



 35 

Researcher should operate in an open and honest manner with respect to the 

investigation 

In order to avoid deception, Denscombe (2010) argues for researchers to be open and 

explicit about the topic of their research and purpose of the collected data. During the 

planning stage of the interviews, we were explicit to the respondents what the report 

aimed to research. Moreover, we informed the participants that the data collected 

from their interviews would provide us with empirical data to reach a deeper 

understanding on the subject. In order to answer any concerns from the respondents, 

we also allowed them to get back to us during the research period about any 

reflections of our study. As explained earlier in the chapter, we also allowed the 

respondents to read through our empirical data before publishing it. This was to 

ensure a fair interview interpretation.  
 

Research should comply with the laws of the land 

Denscombe (2010) highlights the fact that the researcher is not above the law and 

should therefore operate under it. Although several actions are not illegal, it does not 

mean that they are not considered ethical in the research context (Denscombe, 2010). 

Important to mention is that our thesis has not researched any sensitive topics that 

involves breaking the law. Moreover, except from the information gathered from our 

interviews, all data that that has been collected for the thesis can be found on official 

websites, articles and documents. Also, we have made sure not to use any 

copyrighted information without referring to the author throughout the research. 
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4 Empirical Findings  
The empirical findings are presented in two sections; secondary data and primary 

data. The secondary data explains the Black Economic Empowerment and its 

elements. The primary empirical data presents collected data from the conducted 

interviews. An introduction of each case company and the chosen respondents is 

presented. After this, the interview findings are presented through the perspectives 

of; Internationalization, The International Business Environment and Black 

Economic Empowerment. Only the most necessary data, which will bring value for a 

further discussion on the subject, is presented. 

 

4.1 Empirical secondary data 

 

4.1.1 Black Economic Empowerment 

The Black Economic Empowerment (BEE) is a labor legislation instrument, 

developed by the first democratic elected government in South Africa to transform 

the economy by the removal of the labor inequalities that had been present in the 

country since the apartheid (Kleyhans & Krüger, 2014). This with the main objective 

to assure equal opportunities for the whole South African population, in particular 

the previously disadvantaged groups (Chimhandamba, 2008).  BEE originates from 

the Employment Equity Act 55 from 1998, enacted by the Parliament of South Africa 

(International Labor Organization, 1998). The act encouraged employers to modify 

their organizations and develop plans for equality management. In order to 

encourage the adoption of this act and the participation of helping the black 

population to become a part of the economy, BEE was established (Burger & Jafta, 

2010).  
 

It was not until 2003 that the Department of Trade and Industry (DTI) established a 

policy document introduced in the Broad-based Black Economic Empowerment Act 

53, which required the development of Codes of Good Practice. These practices 

aimed to establish guidelines for measuring the compliance of the BEE with the help 

of a scorecard. The scorecard would be used for government procurement, public-

private partnerships, sale of state-owned enterprises, license applications and other 

applicable economic activities. This implies that for every company dealing with the 
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public sector, their BEE compliance would be considered before a partnership is 

established (Tucker, 2003). 
 

In 2006, DTI introduced the final Codes of Good Practice. The full codes applied to 

all firms with a turnover of at least 2,5 Million US Dollars, whereas only a part of the 

codes applied to smaller firms with a turnover of at least 340 000 US Dollars. In 

these codes, the government added a timeframe for the codes application. This 

implied that the codes would be applied for 10 years before the Minister of Trade and 

Industry would review them again (Burger & Jafta, 2010).  
 

4.1.1.1 The elements of BEE 

According to DTI (2015:21), firms are evaluated on their BEE compliance measured 

through three core scorecard elements: 
 

“[…] - Direct empowerment through ownership and control of enterprises and 

assets, 

         - Human resource development and employment equity, 

         - Indirect empowerment through preferential procurement and enterprise 

           development.” 
 

In the context of the Black Economic Empowerment, DTI (2015) defines “Black 

people” as a term comprising Africans, Colored’s and Indians. Moreover, a “black 

enterprise” is defined as one with at least 50,1% black owners with significant 

management control. “Black empowered enterprise” is defined as one with at least 

25,1% black owners with significant management control (DTI, 2015). 

 

The different elements stand for a percentage of the scorecard found in table 4.1 and 

each enterprise convert their compliance with the BEE targets according to these 

measurements. With the scorecard as a guide, the government ranks and categorizes 

enterprises according to their progress depending on the circumstances of the actual 

transaction. A company with a score of 65% and above is ranked as a “good 

contributor to the broad-based BEE” (DTI, 2015:24). With a total score between 

40% and 64,9%, a company is ranked as a “satisfactory contributor to the broad-

based BEE” (DTI, 2015:24) and a score below 40% implies a “limited contributor to 

the broad-based BEE” (DTI, 2015:24). 
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BEE CONTRIBUTION 
LEVEL 

SCORECARD 
POINTS 

PROCUREMENT 
RECOGNITION 

1 100 or above 135% 

2 85 to 99.99 125% 

3 75 to 84.99 110% 

4 65 to 74.99 100% 

5 55 to 54.99 80% 

6 45 to 54.99 60% 

7 40 to 44.99 50% 

8 30 to 39.99 10% 

Non-Compliant Below 30 0% 
 

Table 4.1 Black Economic Empowerment Scorecard (Own construction based on BEE Navigator (n.d.)) 

 

Direct empowerment 

Direct empowerment implies that a firm must increase their representation of black 

people in their ownership and control. The major proportion of black people’s 

ownership of resources and businesses must through the direct empowerment reflect 

a genuine interest of their participation in decision-making on every level of the 

company. The scorecard focuses on ownership through shares, voting rights and 

other benefits such as economic dividends. Management and ownership equity stand 

for 10% respectively 20% of the scorecard. DTI (2015) further puts emphasis on 

control. A passive ownership of black people is not enough to transform the South 

African economy and thus an active participation is imperative (DTI, 2015). 
 

Human resource development and employment equity 

The element human resource development and employment equity has a focus on 

development and opportunities for employees of a company. When complying with 

the Employment Equity Act, companies need to have an equal amount of black 

people on every occupational level during a certain period of time and this equals 

10% of the scorecard. Considering the previously discriminating labor market, DTI 

(2015) states that development of professional skills is important, furthermore just 
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like the direct empowerment implies, black people’s involvement in decision-making 

is also crucial. Thus, skills development stands for 20% of the scorecard (DTI, 2015). 
 

Indirect empowerment 

Indirect empowerment aims to enable black enterprises to grow and develop. 

Preferential procurement stands for 20% of the scorecard and involves emption rights 

in procurement in both private and public sectors in order to create opportunities for 

black-owned enterprises to expand. The other part of indirect empowerment is the 

development of enterprises, which take form through either investments in or joint 

ventures with black-owned and black-empowered companies. Enterprise 

development stands for 10% of the scorecard and involves investing in these 

enterprises to enable them financial and intellectual capital. The investments have to 

be of true sustainable economic benefit for the receiving company and the joint 

ventures should result in comprehensive skills transfer. This can involve outsourcing 

or contracting of projects with the result that the black enterprise receives and 

processes skills (DTI, 2015). 

 

Community involvement 

Except from the three above-mentioned elements, enterprises are allowed to tailor 

10% of the scorecard to their own prerequisites. For instance, the government 

encourages enterprises to support and invest in infrastructural suppliers in the 

community, development programs and urban renewal programs (DTI, 2015). 
 

4.2 Empirical primary data 

 
4.2.1 Case Company Introductions 

 
4.2.1.1 GKN Aerospace Sweden 

Bengt Lundgren, further referred to as Lundgren, has had several commercial 

positions at GKN Aerospace Sweden and is now responsible for the aftermarket as 

Program Director for certain markets, South Africa included. His position includes 

business development, marketing and program management and he is based at GKN 

Aerospace’s head office in Trollhättan, Sweden. 
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GKN Aerospace, formerly Volvo Aero, was owned by Volvo until 3,5 years ago 

when Volvo sold their aerospace unit to the GKN group, where Aerospace is one 

branch. In the civil sector, the company’s clients are often bigger partners such as 

General Electrics and Rolls Royce. In the public sector, the initial client was the 

Swedish Air Force. They also have export clients for Gripen where they work 

together with SAAB and BAE Systems towards governments. GKN Aerospace will 

further be referred to as GKN. 

 

4.2.1.2 Läckeby Products 

Mattias Johnsson, further referred to as Johnsson, is Area Sales Manager at Läckeby 

Products, further referred to as Läckeby. Johnsson was previously Global Export 

Manager for Metodsvets Filter, which Läckeby bought up. With responsibility for 

America, Africa and a couple of European countries, Johnsson operates from 

Läckeby’s sales office in Kungälv. The head office is based in Kalmar, Sweden. 
 

With total control of the South African market, every business decision in Africa 

passes through Johnsson. In South Africa, Läckeby uses Monitor Engineering in 

Johannesburg as a distributor. This distributor has both private and public companies 

as customers.  

 

4.2.1.3 Business Sweden South Africa 

Ngoako Mashitisho, further referred to as Mashitisho, is an associate at Business 

Sweden South Africa. With a background of studies in international business and 

diplomacy, Mashitisho is since one year ago handling the incoming inquiries from 

Swedish companies that are interested in knowing about trade, exports and 

investments and difficulties when entering South Africa. Mashitisho and his 

colleagues also offer consultancy services in the region. 
 

Business Sweden’s office in South Africa work closely together to support Swedish 

companies in Western and Southern Africa. The largest Swedish companies in South 

Africa are mostly operating in sectors such as ICT, energy, mining and logistics. 

These sectors include companies such as Ericsson, Scania, Volvo and Sandvik. The 

largest of the Swedish companies are interacting with the public sector and work 

ongoing with Business Sweden to get help with interacting with these actors. 
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4.2.2 Internationalization 

Since 1997, GKN started to actively marketing themselves in South Africa. What 

motivated this expansion was a procurement deal with the government of SAAB’s 

Gripen aircraft, in which Lundgren was involved. BAE Systems in England was then 

in partnership with SAAB and needed engines for these aircrafts when they won the 

contract in 1999. When GKN entered South Africa, they did not know much about 

the market and up to that point of time, Volvo only had an importer in the region 

because of the apartheid embargo. Volvo decided to establish a fully-owned 

subsidiary at that time and GKN chose not to open an office in South Africa due to 

the fact that it would not be cost effective. Instead, GKN had employees that went to 

the country to build up local networks, whereas some of them were employed locally 

by Volvo Southern Africa.  

“If we entered South Africa today, we would probably enhance our 

operations. We put a lot of focus on establishing a good network 

very quickly” 

When GKN initially entered South Africa, there was always a risk that the deal 

would be reduced and that this would change the company’s earnings. Except from 

the unstable Rand, the greatest risks have not had to do with the market, but rather 

the clients. There have been disruptions in the contract because of the client’s 

funding difficulties. If GKN entered South Africa today, Lundgren explicates that 

they would not do anything different except from that they would probably have 

enhanced their operations in the country. They put a lot of focus on quickly 

establishing a good network and with the help from Volvo, this gave them great 

connections to both authorities and local companies. As the GKN ownership has 

changed, they might have needed to do something else today. 

 

In 2009, Läckeby expanded to the South African market, starting up with two 

partners, where one of them was a company that later on got bought by Monitor 

Engineering whose division Monitor Pumps has been their distributor since 2011. 

Their CEO Grant Osmond is a source that Johnsson has had a great advantage of 

when learning about the business processes and environment in South Africa. What 
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motivated Läckeby to expand to South Africa was the opportunity for the company 

to take advantage of the energy sector and the power plants that the government 

decided to renovate after the apartheid era. By that time, one of Läckeby’s 

distributors built biogas transformers which fitted perfectly with Läckeby’s products. 

 

Prior entering South Africa, Johnsson argues the level of market knowledge as 

moderate. Mainly because of the market’s similarity to Mexico, a market that 

Läckeby had successfully entered through the importance of relationships and 

networks. The biggest risk when entering South Africa was the availability of 

payment. Monitor Engineering has therefore always had to guarantee the liquidity of 

the clients. However, no major payment problems have actually occurred. Johnsson 

also argues that Läckeby’s internationalization to South Africa has been successful 

and that they would not have changed this strategy if they could. By that time, 

Johnsson explains that Läckeby had different options to enter the market. They could 

for example contact Business Sweden to find distributors but as they were contacted 

by a distributor on a fair, this was the initial step for them to enter South Africa. 

 

What motivated Business Sweden to establish in South Africa in 1993 was an 

interest from the Swedish companies and government and the demand of services 

that Business Sweden could offer them when the market opened up. By that time, not 

many Swedish companies had established themselves in South Africa due to the 

apartheid. Since Business Sweden’s establishment in the region, several companies 

have made changes according to how South Africa as a country has developed. 

Companies have had to adapt their relationships with the state because of the 

increased political involvement in both public and private sectors. This has forced 

companies to have an ongoing interaction with the government compared to the past. 

 

According to Mashitisho, Swedish firms that enter South Africa are often prepared 

for the technicality of entering a new market from information from similar 

companies and consultancy firms. What surprises Swedish firms the most is the 

mentality that South Africa still needs to come up with their own solutions instead of 

depending on foreign countries’ help. Swedish firms are very idealistic until they 

realize that they need to do a lot of CSR work to gain trust from the South African 

population. 
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4.2.3 The International Business Environment 

In connection to the Gripen deal in South Africa, Lundgren argues for the 

governmental requirements that were put on the company. These requirements have 

also been identified as one of the greatest challenges and barriers of entry. If you did 

not comply with them you were left with a fine. Moreover, you would still need to 

pursue the undertakings. These requirements were called Industrial Participation 

(off-set requirements or Industrial Cooperation Requirements) and implied that if 

GKN sells something to the government, the company should do something in return 

for the economy. These projects could involve technology transfer, skills transfer, 

industrial investments or benefit exports through buying South African products. It 

was a huge commitment that needed to be tackled and it had a value higher than the 

Gripen sale. Due to the commitment to create value in South Africa, a lot of contacts 

and relationships with local industries arose. GKN established a strategic partnership 

agreement with Department of Trade and Industry, where they worked hard to find 

suppliers in South Africa. One example of this value creating was that GKN placed 

the production of catalytic converters in South Africa, where they could mine 

platinum. Furthermore, the production of after treatment emission systems for their 

diesel engines was established there in order to enhance export and create jobs. 

 

“..They have a bank account in another country, so if necessary, 

they have the opportunity to leave the country..”    

 

Johnsson’s opinion about the business environment touches the corruption in the 

government and the improvable labor conditions. Läckeby knew about this before 

entering and although things have become better, there are still improvements to be 

done. A struggle when doing business is the many strikes that are continuously going 

on in the country due to the inadequate labor conditions. One example how this has 

affected Läckeby was when Johnsson had planned ten meetings during his business 

trip to South Africa. Only eight of them were conducted because of strikes. Johnsson 

explicates the risk of doing business with a company whose employees never works. 

Johnsson exemplifies a car company with advanced plans to open a production site in 
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South Africa cancelled their plans because of the many strikes. Even if the 

environment is becoming more stable, Johnsson states that several companies 

prevent a collapse from the volatile politics by having bank accounts in different 

countries so they can move quickly from the country if anything happens. 

 

“It is almost like having the government as your board of directors 

where they are a part of the decision-making process rather than 

the other way around”  

 

Mashitisho explains that recently, there was a change in South Africa’s immigration 

regulations, which complicated the entering for Swedish expatriates and companies. 

In order to manage this barrier, Swedish companies have had to work with their 

relationships to the customs and the private sector in order to create a collective unit 

to approach The Home Affairs, the equivalent to Migrationsverket in Sweden. When 

you do this, the government is more likely to give some sort of leniency such as a 

one year working permit. Mashitisho also brings up the importance of building up 

relationships with and working together with other companies in order to align with 

the South African government. The government puts pressure on the business sectors 

to solve issues in the community. One example is their aim to have running tap water 

in the whole country. The government expects this to be solved by the companies 

that will have to align themselves and work together to fulfil this goal. 

 

Mashitisho also mentions Swedish companies’ adaptation to the distinctive business 

environment. They have had to adjust their “moral compass” and think thoroughly 

about the ethical effects of their actions and this is not anything that Swedish 

companies are used to. This has changed the mindset of doing business for Swedish 

companies. Mashitisho also highlights how governmental policies enter the private 

sector even more through direct state interventions. 
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4.2.4 Black Economic Empowerment 

With reference to Volvo, Lundgren explains how the company’s absolute desire to 

own their own subsidiaries to 100% makes it hard for them to follow the BEE 

policies to the point where they need to have a certain amount of black ownership. 

Instead, in order to be compliant to the scorecard, they strive to have members from 

the previously disadvantaged groups in their management teams and board of 

directors. Furthermore, a lot of focus is put on the company’s purchasing and 

procurement side where they prioritize suppliers owned by previously disadvantaged 

groups to receive a higher scorecard rating. Furthermore, Volvo contributes to start 

up schools to educate young mechanics. Thus, Volvo financed their education and 

then employed some of them in order to invest in the black society. 

 

“Complying with the BEE policies does not necessarily have to be 

about legislations. It is also about being a good citizen” 

 

When GKN entered South Africa, Lundgren had no information about the BEE and 

its implications. Since GKN as an international company does not have the 

obligations to comply with the BEE when it comes to ownership or management of 

the company, it has mostly affected them when they have done their Industrial 

Participation projects in the country. In order to give a better result, these projects 

could only involve companies that were BEE compliant. Moreover, every time GKN 

gave a quota, they would need to fill out a large stack of papers about BEE 

compliance. However, except from taking price and quality into account, GKN 

always evaluates potential suppliers where elements such as environmental aspects 

and codes of conducts are considered. Lundgren argues that a company’s compliance 

to the BEE policies is not only about legislations, but that it is just as important to be 

a good citizen. The Swedish firms are a small part of a big context and it is therefore 

important to not only focus on your owners and the revenue of the company, but also 

the environment that you are a part of. Lundgren also points out that there is a great 

amount of qualified labor in the black population and to employ these can also bring 

value to your company.  



 46 

Lundgren also brings up the effect of BEE on competition when working with local 

companies, where there is a risk that you choose a BEE compliant supplier although 

another alternative have a higher quality or better price. However, Lundgren explains 

that if a supplier lack a certain standard, GKN will need to support them the best they 

can. Another challenge is to find and recruit skilled, experienced senior managers 

with a university degree from the previously disadvantaged groups, with the 

consequence that there is a risk that it takes longer time to fully comply with the BEE 

policies. Independent of what the color of your skin is, it’s difficult to fully 

contribute on a senior management level if you just graduated from university. Since 

there were few individuals from the previously disadvantaged groups with a 

university degree and experience, and the demand from companies and other 

employers were huge, it resulted in competition between them and a glowing market 

for headhunters. Lundgren argues however that when it comes to politics, the 

pendulum may have to knock over first before South Africa reach equality in order to 

speed up the process. Of course, some bad things have occurred due to this but it 

could be necessary to accelerate the equality work. 

 

“It is after all, all about the money” 

 

The first time Johnsson got familiar with the BEE was last year when Grant Osmond 

explained what the policies implied and how Monitor Engineering has adapted to 

them. Because Läckeby does not make business directly to public companies, they 

do not have the obligation to comply with the policies and thus, the policies have not 

affected Läckeby directly. Monitor Engineering however fulfill these requirements 

and if any of these obligations would not be fulfilled, it would affect both their and 

Läckeby’s businesses. Läckeby has never experienced any barriers because of the 

policies and he believes that their distributor’s BEE compliance has given them a 

competitive advantage to other companies. Although Läckeby does not comply with 

the BEE policies, they are active in the region through several collaborations with 

local actors. For instance, they are just about to start a project called Knowledge 

Transfer Southern Africa where they have been sponsored by Swedfund to invest in 

education and development in the African market. They had already planned to 
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perform this project but got the opportunity to get the project co-financed. Through 

these activities, they are active in developing the community through education, 

equipment and technology and help the development of the African market. 

 

Mashitisho explicates that the most Swedish companies in South Africa knew about 

the BEE policies when entering South Africa, but not how much it would affect 

them. Mashitisho states that it has not been a key factor in the companies’ 

establishment, however it has affected their market performance, especially for 

companies active in the public sector. In the private sector, there are Swedish 

companies that do not have to and does not want to align with the policies. But with 

the traditional values of a Swedish company, they still do a lot of community 

involvement without changing their business at all. 

 

Mashitisho explicates that the BEE policies it affect Swedish companies in different 

kinds of way. Taking ABB as an example, they have one of the highest BEE rating 

possible and the government’s involvement works very well because of the structure 

of the company. They have managed to have a high percentage of ownership and 

representation of specific designated groups in strategic areas in the company. 

Another example is Atlas Copco who has managed to have good relationships with 

the publicly state-owned enterprise Eskom. For several smaller sized Swedish 

family-owned companies however, the BEE policies have created problems for their 

organizational structure. Although they don’t want to, they have had to sell parts of 

their shares to increase their BEE rating and this has forced them to change their way 

to do business in South Africa.  

 

Another struggle for Swedish companies is the sourcing criteria of BEE and the 

demand of getting their supplies locally. Swedish companies often import advanced 

technology and machinery directly from Sweden and this affects them negatively. 

Due to the difficulty of finding the technology that they need for their production 

locally, it gets almost impossible to compete with local companies with similar 

services or products with a higher BEE rating. Thus, Swedish firms have to adapt by 

working more with local content to improve the economy in South Africa. Although 

companies are not happy about changing their management or ownership, they need 
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to do it to be competitive in the market. Businesses want to make money and 

aligning with the policies affects their short-term profit margin negatively. 

 

“This has forced Swedish companies to look less at their margins 

and see their activities as an investment for the future” 

 

Lastly, Mashitisho highlights the positive effects of BEE and that it has created 

incentives for Swedish companies to get involved in CSR activities in the country. 

Swedish companies have historically been involved in the community and the 

environment that they work in, and now they have an incentive for that. Swedish 

companies have managed to educate their black employees and built schools in the 

community. They are more than happy to involve in these activities out of goodwill. 

Mashitisho further states that Swedish companies have managed to adapt very well 

to the policies, because if you don’t, you will run out of business. Mashitisho looks at 

these activities as a great benefit because it gives Swedish companies the opportunity 

to take part in developing a unique country with a terrible history. 
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5 Analysis  

The analysis includes a thorough discussion of the empirical data connected to the 

concepts from the literature review. The discussion is performed through each 

concept from the literature review. Lastly, a concluding discussion of the 

implications of Black Economic Empowerment is discussed from both theoretical 

and empirical perspectives. 

 

5.1 Internationalization 

Welch & Luostarinen (1988) and Johanson & Vahlne (2009) argue for the definition 

of internationalization as a process where firms increase their involvement in 

international markets. Haathi et al. (1998) further explain that internationalization is 

a result from connecting and integrating states, which opens up for cross-national 

possibilities. From the empirical findings, connections can be found on how GKN, 

Läckeby and Business Sweden have internationalized and therefore committed their 

firms to South Africa. As Camuffo et al. (2006) explain, each company’s motivation 

to internationalize is individual, and this is also a comparison that can be made 

between the case companies. The initial motivation for all three firms can be seen as 

that the South African market opened up, which also initiated different kinds of 

opportunities. For GKN it initiated a procurement deal with the government, for 

Läckeby it opened up for a renovated energy sector and for Business Sweden it 

increased a demand for their services. 

 

Uppsala Model 

Johanson & Vahlne (2009) argue for the importance of the variables commitment 

and knowledge when entering a new market in order to make decisions in the 

internationalization process. We can find from the empirical data that both GKN and 

Läckeby took help from partners in order to gain knowledge of the South African 

market. Taking GKN as an example, their knowledge was quite low which forced 

them to take advantage of Volvo’s local knowledge and networks. Läckeby also took 

help from their distributors, which in accordance to Johanson & Vahlne (2009) and 

Durrieu & Solberg (2006) increases their knowledge and therefore also their 

commitment. These two examples are also comparable with objective knowledge 

(Johanson & Vahlne, 2009) taught from partners on the market. According to 
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Mashitisho, this behavior is common for Swedish firms as they prepare themselves 

by studying similar companies with knowledge of the market, or taking help from 

consultancy firms. Through this, we can see that the Swedish companies adapted 

their businesses by studying other firms. Also, we can see that GKN gained 

knowledge of the market during their operations there and this made them adapt to 

the market as they gained knowledge of how they could improve their operations.  

 

Läckeby took help from their previous knowledge of the Mexican market with 

similarities to South Africa. This can according to Johanson & Vahlne’s (2009) be 

compared with experiential knowledge, which is learned through personal 

experience. Through these kinds of knowledge, the companies also reduce the risks 

for failure on the market (Johanson & Vahlne, 2009). A further explicit knowledge 

found in the empirical data is the kind of knowledge that the respondents gained over 

time. Taking GKN as an example, they gained experiential knowledge about how 

they would have enhanced their operations if they entered the market today. In 

comparison to Johanson & Vahlne (2009) who argue for how companies’ gradual 

learnings also increase their commitment to the market, we can see a connection to 

GKN who argued that if they would enter the market today, they would have 

committed to the market even more. From this, we can see that they would have 

committed and adapted more to the market if they had more knowledge about the 

environment from their initial internationalization to South Africa. 

 

Furthermore, as Johanson & Vahlne (2009) also explain, more alternatives when 

entering a market increase the knowledge and in turn also the commitment. As 

Läckeby had several options to enter the market, we can see a connection to their 

commitment to their decision to use a distributor and not take help elsewhere. As the 

findings from Business Sweden about Swedish firm’s adaptation to the market, we 

can also connect their behavior to Johanson & Vahlne’s (2009) statement that 

knowledge of opportunities or problems creates security in their decision-making. 

Mashitisho’s explanation of Swedish firms’ avoidance of South Africa during the 

apartheid era shows avoidance in commitment due to their knowledge of its effect on 

the country. Furthermore, the findings from Business Sweden show that Swedish 

firms have gradually adapted and enhanced their governmental interactions. This also 

show an increased commitment as their knowledge of the market increased. 
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Foreign market entry modes 

Pan & Tse (2008) argue for two major modes when entering a foreign market; equity 

and non-equity modes, which differ in the amount of risk, control, flexibility and 

commitment that a firm puts into the market. The amount of resources that Business 

Sweden used to open up an office in South Africa can be identified as an equity 

mode, where the firm puts a large amount of ownership in the new market (Pan & 

Tse, 2008). Because of Business Sweden’s degree of knowledge from other markets, 

we can see a clear connection to Johanson & Vahlne’s (2009) theory of how 

international market knowledge also increases a firm’s commitment to other markets.  

 

As GKN’s entry to South Africa is equivalent to the non-equity mode contractual 

agreement (Hollensen, 2011), their degree of market knowledge when entering South 

Africa aligns with Pan & Tse’s (2008) argument that the degree of needed and 

acquired knowledge in this entry mode is kept on a medium level. A lot of this 

knowledge was acquired with the help of Volvo. Furthermore, Lundgren’s argument 

for not opening an office is closely connected to the low degree of commitment and 

resources found in contractual agreement (Pan & Tse, 2008. However, a 

contradiction in commitment and resources can be found as their Industrial 

Cooperation projects in South Africa forced GKN to commit with a lot more 

resources than their entry mode implied. This implies that GKN’s adaptation to these 

governmental policies enhanced their level of commitment to South Africa. Lastly, 

with the medium level of risk that the contractual agreement implies (Hollensen, 

2011), we can see that some risks have actually affected GKN in South Africa. One 

example is the disrupted contracts due to their client’s funding difficulties. 

 

In comparison to Business Sweden and GKN, the findings from Läckeby indicate 

their entry mode to be most similar to the export entry mode (Pan & Tse, 2008). This 

can be explained by their decision to use a distributor as an intermediary. This should 

according to Pan & Tse (2008) keep the risk, knowledge and commitment low. 

Johnsson’s statement that no potential risks or problems have occurred for the 

company during their presence in the country highlights even more how their choice 

of entry mode has kept the risk and commitment low. Especially since their 

customer’s guarantee of liquidity is performed by their distributor directly. 

Interesting to highlight is that this entry mode does not require a high level of 
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knowledge. In line with Johanson & Vahlne (2009), the low level of knowledge that 

Läckeby has will therefore not increase their commitment to the market. The findings 

also indicate how their entry mode with low commitment and knowledge has kept 

their adaptation low as well. This can be seen in how little Läckeby has been forced 

to adapt their operations to the South African business climate.  

 

Considering the fact that neither Läckeby nor GKN knew about the BEE policies 

when they entered South Africa, we can see that the policies did not affect their 

choice of entry mode to South Africa. Furthermore, because Läckeby would not have 

changed their strategy despite their knowledge of the BEE, we can see that it did not 

affect their commitment. However, to be considered is that GKN explains that if they 

entered the market today, they would have committed more to their different 

relationships on the market. This highlights that their insights of the importance of 

committing to business relationships would have motivated them to commit even 

more if they had the chance to do it over again. Lastly, the findings from Mashitisho 

tell us that Swedish firms rarely know that the BEE will affect them as much as they 

think. However, as it would not have affected their establishment significantly, their 

choice of entry mode and initiating commitment decision to the market (Johanson & 

Vahlne, 2009) would not be different if they had this knowledge in advance. 

 

5.2 The International Business Environment 

The International business environment is according Guisinger & Sethi (2002) 

several intertwined elements, which leads to that one element’s change can create a 

reaction in a completely different place of the business environment. The challenges 

for firms are to adapt to this complexity in the same time as they stay consistent 

towards both customers and partners (Ghoshal & Westney, 1993; Rosenzweig & 

Singh, 1991). From our empirical findings, we can identify several of these elements, 

which have challenged the Swedish firms to adapt their operations in South Africa. 

Especially highlighted by Mashitisho, South Africa’s development as a country has 

also affected Swedish companies operations in the country. 

 

Governmental policies 

Boddewyn & Brewer (1994) argue for political factors’ impact on firms’ 

international business operations in a country. Governments create rules for both 
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foreign and local firms with the intention to affect the behavior of the market 

(Henisz, 2000). The empirical findings about the BEE policies help us identify them 

as governmental policies with the aim to transform the South African economy and 

remove the unequal treatment of the black population. The purpose of the BEE 

policies aligns with Nordhaus’ (2001) explanation how governmental policies should 

be considered as an investment decision for a country’s long-term growth. Thus, they 

are established to ensure the whole population’s participation in the growth of the 

country. Just like Nordhaus (2001) states that governmental policies are a choice 

between present and future welfare, we can see the opinion of the respondents of 

how the BEE policies in a short time perspective is affecting business negatively. 

They are all forced to adapt to these policies which in turn forces them to choose 

between long-term or short-term profit. However, all respondents agree that these 

changes are necessary for a more long-term growth in the country.  

 

As Leone (1986) argues for governmental policies’ tendency to affect the 

marketplace’s winners and losers, we can see a connection to how the BEE policies 

have given Läckeby a competitive advantage because of their distributor’s 

compliance. Another view of this is Mashitisho’s explanation of how the BEE has 

affected Swedish companies’ market performance, especially those active in the 

public sector. Swedish companies with advanced technology are affected negatively 

because they cannot source the products they need locally in order to follow the 

policies. Because of their struggle to adapt their sourcing to the BEE policies, this 

impedes with them being competitive towards similar companies. In turn, this creates 

unfortunate circumstances for companies with the desire to comply with the policies. 

This speaks against Globerman et al. (2004) who state how good governance should 

be characterized by encouragement of both foreign and domestic investments as well 

as minimum trade restrictions. A result from this is seen where the Swedish firms 

struggle to adapt their operations to the BEE. Also, their level of commitment 

decreases to the market, as they cannot invest in sourcing their products locally. 

 

Considering Globerman et al. (2004) who argue for governmental policies direct and 

indirect shaping of FDI, we can also identify other governmental policies that have 

affected the case companies’ operations in South Africa. First of all, governmental 

decisions were one of the main triggers for all the case companies to initially expand 
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their business to South Africa and commit to the market. However, the most visible 

example in our findings is the industrial participation requirements that were put on 

GKN in conjunction with the government’s procurement deal, which was identified 

as one of the greatest entry barrier for the company. However, pursuant to the 

findings from GKN, we can see how these requirements have increased the 

company’s involvement in the country once they started up their investment projects. 

First of all because of Lundgren’s statement that these commitments had a higher 

value than the initial Gripen deal. Secondly, because they had to invest in both 

private and public partnerships in order to follow these requirements. Another output 

from these requirements was that GKN placed parts of their production in South 

Africa, which demonstrates an even higher commitment due to the increased 

resources needed from GKN. This can be identified as activities to gradually adapt to 

the requirements that the South African government put on GKN.  In connection to 

the medium level of commitment implied in GKN’s contractual agreement entry 

mode (Hollensen, 2011), an increase of commitment because of governmental 

policies can be argued for. 

 

In contrary to this, Johnsson identifies the risk of the volatile politics and how 

companies establish offshore bank accounts in order to be able to leave the country 

when necessary. This demonstrates the government’s involvements ability to 

counteract commitment from foreign companies (Globerman & Shapiro, 1999). Also 

found in the empirical data is Mashitisho’s explanation of how South Africa’s 

immigration regulations have complicated the entering for Swedish companies. In 

order to manage these regulations, we can see how Swedish companies have had to 

invest even more in their business relationships to create a collective unit towards the 

government. In this way we can see that Swedish companies are forced to adapt and 

commit to their relationships on the South African market. 

 

Political Business Relations 

Elg et al. (2012a) explain the importance of developing relationships with both 

private and governmental actors when entering a foreign market. Further stressed by 

Desmond (2002) is the prerequisite of sustainable relationships with government 

actors in order to gain influence and support. The empirical findings show examples 

from all respondents of how they have, both voluntary and obliged, interacted with 
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and built relationships with governmental actors in order to manage their operations 

in South Africa. Initially for GKN, they took help from already established both 

authoritarian and private relationships from Volvo. These partnerships have become 

even further established through their industrial participation projects, where they 

have worked strategically to find suppliers together with the Department of Trade 

and Industry. Here, they adapted and enhanced their relationships to manage the 

complex business environment. In line with Elg et al. (2012b) and (Luo, 2001), these 

interactions have had a strategical effect on GKN and helped them in their firm’s 

market entry and orientation. In contrary, the findings from Läckeby only 

demonstrate their involvement in political interactions in connection to their 

knowledge transfer projects in the region. This could be partially due to their choice 

of entry mode and the low level of commitment and resources required that indirect 

export implies (Pan & Tse, 2008). This might not put them in many situations where 

they will need to interact with governmental actors in order to adapt their operations. 

The findings of Swedish companies’ projects in South Africa align with Luo’s 

(2001) findings that re-investment activities in a country is important to obtain a 

good relationship with the government. 

 

Swedish companies’ need for cooperation with the customs and actors from the 

private sector in order to collectively approach the South African immigration to 

receive immigration benefits align with Elg et al. (2012b) who explain these 

interactions as an evident advantage for companies on the market. Another example 

of this political involvement is how Swedish companies need to interact with local 

actors to solve issues that the government expect them to solve. Our findings show 

that these activities and re-investments in the South African society is something that 

all our respondents see as a matter of course alongside their operations in the region. 

Lundgren explains that it is about being a good citizen, and Mashitisho argues that 

this is a Swedish mentality that implies development and involvement in the 

community that they are a part of. As argued by Luo (2001), these re-investment 

activities will also improve a firm’s governmental relationships. In conjunction to 

this theory, Mashitisho highlights how adapting to the BEE policies gives firms 

advantages towards the government and therefore a competitive advantage on the 

market.  
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Alimadadi et al. (2012) explain how the combination of South Africa’s FDI 

encouragement and BEE policies impede with foreign firms’ resource commitment, 

adaptation and legitimacy creating. Mashitisho brings up how idealistic Swedish 

firms are before they realize that they need to gain trust from the South African 

population. Meanwhile, the connection between these kinds of legitimacy creating 

can be found in how Swedish companies involve themselves in the community. 

Complying with the community involvement element of the BEE scorecard will help 

the Swedish companies create this kind of legitimacy. Moreover, the empirical 

findings tell us that the BEE policies force Swedish firms to commit by using their 

resources to involve the previously disadvantaged population. In turn, this has forced 

them to adapt their organizational structures and procurement processes.  

 

A barrier originating from the BEE policies are explained by Owusu & Habiyakare 

(2011) where the lack of experience and education among the black population 

makes it hard for foreign firms to employ these individuals. Mashitisho explains how 

several Swedish firms are recruiting individuals from the black population, which is 

further stressed by Lundgren who explicates the value that these workers can bring to 

a company. However, the gap of experience and knowledge is expressed in other 

areas. Taking GKN as an example, they needed to support their BEE compliant 

supplier because of the manager’s lack of experience. In turn, this triggered the 

company to invest even more resources in their supplier and created a greater 

commitment to the market.  

 

Both Johnson (2015) and Owusu & Habiyakare (2011) show research of how foreign 

firms seek to avoid commitment to South Africa as a result of the BEE policies. 

From the empirical findings, none of the respondents indicate that the BEE policies 

have made them trying to avoid them. Instead, the Swedish firms with the obligation 

to comply with the policies have taken actions to comply with the elements that are 

suitable for them, whether they like it or not. Thus, they have committed to the 

market in different ways through the different elements. A further indication of this 

is the willingness of Swedish companies to contribute to the South African 

community. 
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Risk and Uncertainty 

Miller (1992) argues for the difficulty to foresee both internal and external risks that 

could affect the business climate. Companies can however utilize their resources to 

prepare themselves for risks that could occur on the market (Alhawari et al., 2011). 

We can see that companies in South Africa, according to Johnsson, have prepared 

themselves for the risks of the unstable political environment by having bank 

accounts in different countries to have the opportunity to leave the country if needed. 

Business Sweden states that the political involvement was an uncertainty for the 

Swedish companies when entering the market and that they have had to change their 

way of taking decisions where they needed to think through the ethical effects of 

their actions. Those actions can be related to Alhawari et al. (2011) who explain that 

companies adapt their resources for the uncertainty and also reduce their risk of 

getting in trouble with the government. Lundgren explains the risk of GKN’s 

procurement deal with the government to become smaller than expected. Although 

this could be identified as an uncertainty (Figueira-de-Lemos et al., 2011) out of 

GKN’s control, their actions indicate their willingness to take this risk despite the 

uncertainty. 

 

A risk that Läckeby has seen the effect of is the strikes in South Africa, where 

Johnsson mentions that business meetings were cancelled due to them. As Läckeby 

has continued to operate in South Africa, we can see that this risk has been evaluated 

and accepted, an action that according to Baird & Thomas (1985) shows that 

Läckeby identified the risk, estimated it and evaluated it in order to make the 

decision to accept it. Another risk identified was the availability of payment, which 

was dealt with through Läckeby’s distributor. The respondents’ risk perception can 

be partially explained by their level of risk according to their entry mode (Hollensen, 

2011), as neither Lundgren or Johnsson explain themselves as affected significantly 

by the risks that they identified prior their entrance on the market. Also, it could be 

an effect of their assessed dimensions of the risks (Baird & Thomas, 1985) and that 

the dimensions were not actuable enough to avoid a commitment because of them. 
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5.3 Black Economic Empowerment 

Direct empowerment 

As direct empowerment implies the Swedish firms to invest a lot of resources in their 

South African operations, we can see that this element also involves the greatest 

level of commitment. Although the purpose of direct empowerment is to integrate 

black people to ownership and management of firms (DTI, 2015), we can see that 

GKN’s previous owner Volvo’s desire to own their own subsidiaries created issues 

for them to comply with the BEE policies’ ownership requirements, which is also the 

element with highest value according to the scorecard (DTI, 2015). This has also 

been an issue for family-owned firms with the aim to own their subsidiaries 

themselves. In order to complement their decision to keep the ownership structure of 

the company, they have instead focused on having previously disadvantaged people 

on their higher management levels. This could be seen as an avoidance of 

commitment because of their decision to not comply with the BEE policies to the 

greatest extent possible. 

 

On the other hand, several Swedish firms have adapted their organizational structures 

according to this criterion in order to win procurement deals. Selling their shares 

have many times gone against their own desire and has challenged the companies to 

change their complete operations in the countryABB is one example of a Swedish 

company with the highest BEE rating possible. They have restructured the ownership 

of their company and managed to have both high ownership and management of the 

specific designated groups. As Läckeby only exports to South Africa, they do not 

directly interfere with the government and have therefore not had the need to comply 

with these ownership or management requirements. Furthermore, Swedish 

companies in South Africa that do not cooperate with public companies do not 

comply with this criterion either.  
 

According to our findings, the case for GKN is similar to Läckeby, as GKN does not 

have to comply with the policies. However, what we come to find is how the direct 

empowerment has affected them indirectly through their industrial participation 

projects with local actors and thus forced them to adapt their operations on the 

market. First of all, these projects have required them to only work with suppliers 

that are BEE compliant. Also, issues arose because of the low educational level of 
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the managers of these local suppliers. GKN’s choice to position a buyer in South 

Africa to help the supplier shows an increase in commitment in order to perform 

their obligations toward the government. DTI (2015) explains how a passive 

ownership of black people is not enough for a transformation of the economy and 

that an active participation is vital. However, what Lundgren has come to find is how 

young graduates from the previously disadvantaged population are put on 

management positions where they find it difficult to fully contribute due to lack of 

experience. He further argues for the fact that this is an effect that might be necessary 

in order to create a better long-term growth of South Africa’s economy. This aligns 

with Nordhaus (2001) who stresses that governmental policies should be considered 

as investment decisions that will benefit a country’s growth over time. 

 

Human resource development and employment equity 

According to DTI (2015), for further compliance of the scorecard, companies need to 

have equal amount of black people on all organizational levels, as well as their 

obligation to develop the professional skills of their employees. Lundgren 

exemplifies Volvo’s commitment to educate young mechanics from the previously 

disadvantaged groups and in turn employ them when they graduate. This has helped 

them adapt to the policies and the scorecard in the same time as it benefits Volvo to 

get educated mechanics to their operations. Except from this, not much focus from 

our gathered data focuses on the respondents’ compliance of or the effect on them of 

this criterion. 

 

Indirect empowerment 

The indirect empowerment focuses on enabling black enterprises to grow and 

develop and includes therefore preferential procurement to enable them opportunities 

on the market (DTI, 2015). This could be compared to GKN’s industrial participation 

projects where they had to invest in the community, and where they also had to 

perform preferential procurement when choosing suppliers for these projects. As 

Lundgren states, these projects have implied a lot of interaction and involvement 

with local suppliers. Although the intention of GKN was to help their suppliers to 

learn for example how to prepare a quota, it has resulted in them having to transfer 

knowledge to suppliers, which according to DTI (2015) is one of the intended 

outputs of the indirect empowerment. These kinds of skills transfers have increased 
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GKN’s commitment to the market in order for them to be able to source the right 

products and services, which in turn will help them fulfill the industrial participation 

requirements from the government. 

 

Mashitisho argues for how the preferential procurement has generated obstacles for 

Swedish firms who struggle to fulfill this scorecard criterion. Due to the criteria to 

source products locally (DTI, 2015), Swedish companies who often import necessary 

advanced technology and machinery from Sweden have had difficulties to find the 

same technology from local producers. Thus, their competitive advantage has been 

damaged when they cannot stay competitive towards similar companies with the 

ability to source locally and therefore receive and advantage in public procurement 

deals. This indicates on a struggle to adapt their operations to the policies and is 

applicable to how the governmental policies have shaped the winners and the losers 

of the marketplace (Leone, 1986). 

 

Community involvement 

Although the collected data shows how many Swedish companies do not need to 

comply with the scorecard through their operations, the government’s 

encouragement to support the community through development programs and other 

investments (DTI, 2015) is one of the BEE elements that many of the Swedish firms 

are actively contributing to. Taking Läckeby as an example, they are active in the 

region through certain activities to help the African community develop through 

education, equipment and technology. Even though they planned to perform these 

projects on their own, they have also received co-funding from a Swedish 

development finance institutions. This aligns with Mashitisho’s statement of the 

Swedish values that are found in companies and their tendency to involve in 

community development and CSR projects although they are not obliged to. This 

mentality can be found in all the respondents and is further stressed by Bevir (2002) 

who argues for governance as activities to solve a shared problem.  
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6 Conclusion 
This chapter addresses the answers of the research questions, which are a result of 

the thorough analysis performed in the previous chapter. After the research 

questions are answered, the theoretical contributions from the study are explained. 

Furthermore, the practical implications and the limitating conditions of the study’s 

performance are account for. Lastly, recommendations for future research are 

presented. 

6.1 Answering the research questions 

In the international business environment, there are several external as well as 

internal elements affecting how companies do business in foreign markets. In this 

context, governmental policies are brought up as one of the key elements influencing 

this environment and therefore challenges the marketplace. Governmental policies 

are established with the aim to accommodate future and long-term growth and have 

according to literature and previous research a significant effect on the marketplace 

and its different actors. The purpose of this thesis was to explore a governmental 

policy in South Africa, the BEE policies, and their impact on Swedish companies 

doing business in the country. This resulted in two research questions touching the 

levels of commitment and adaptation, which are answered below. 

6.1.1  How do the BEE policies affect Swedish companies’ degree of commitment 

when doing business in South Africa?  

This research question concerns how Swedish companies have committed their 

resources because of the BEE policies when choosing to enter South Africa and 

during their operations there. The literature explains how different entry modes 

require different levels of commitment. However, what can be seen in the empirical 

findings of the BEE policies’ impact on Swedish firms’ entry mode is that because of 

the Swedish firms’ lack of knowledge about the policies or how it would affect them, 

it did not impact their choice of commitment level when choosing to enter the market. 

The literature also explicates how the level of commitment is identified through the 

amount of resources that you invest in something. What the empirical data tells us is 

that there are two different kinds of commitment levels from the Swedish firms 

operating in South Africa: 
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1. Firms that are obliged to comply with the policies because of their interaction 

with public companies. 

2. Firms that are not obliged to comply with the policies because they only 

interact with private companies. 

 

The firms that need to comply with the policies have an increased commitment level 

through their increased amount of resources on the market. However, those that are 

not obliged to comply with the policies will commit to certain elements of the BEE 

anyway. This is especially evident in Swedish firms’ willingness to rather contribute 

to the South African community by investing their resources in community projects 

than committing to the market through selling their share to South African 

ownership. Thus, our findings indicate that the greatest commitment of direct 

empowerment through the BEE policies is not to be preferred by the most of the 

Swedish firms. 

 

Furthermore, there have been certain struggles to commit to the market when 

complying with BEE policies. This can be found in some Swedish firms’ unalterable 

ownership structures or the difficulty to source qualitative local products or services. 

Also, findings from one respondent show that when they have been able to source 

locally, even more commitment has been identified when they need to put resources 

to support their local distributors with knowledge. Hence, the BEE policies have not 

affected the commitment of Swedish firms when entering South Africa. However, it 

has generated plenty of commitment to invest in resources and knowledge transfer 

while making business in South Africa. 

 

6.1.2 How do Swedish companies adapt their operations to the BEE policies when 

doing business in South Africa? 

 

This research question concerns how Swedish companies have adapted to the BEE 

policies during their operations in South Africa. The literature brings up 

governmental policies’ ability to affect the market place and force its actors to adapt 

to them. Our empirical findings highlight that Swedish companies have used 

different strategies to cope with the effects of the BEE policies. First of all, because 

of their small amount of knowledge of the policies when entering South Africa, they 
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have been forced to adapt more than expected and as their knowledge of them have 

grown over time. Furthermore, what can be found in all the explored case companies 

is their ability to adapt their relationships with both private and governmental actors 

in order to comply with the BEE policies. 

 

For companies that are obliged to comply with the policies, some of them adapt 

through direct empowerment but try to evade this commitment through other 

undertakings from the scorecard. Furthermore, challenges to adapt certain operations 

to the BEE policies can be identified. These challenges are closely connected to the 

complex nature of the Swedish companies. In order to still comply with the policies, 

they have instead adapted their community involvement as a part of their operations. 

This is also an activity that the non-obliged companies perform as a part of their 

operations in South Africa.  

 

Hence, the findings show that the greatest amount of efforts to adapt to the policies 

have been through the development of local relationships. Furthermore, challenges 

to adapt to certain criteria have forced Swedish companies to adapt their operations 

in other ways.    

 

6.2 Theoretical Implications 

Because of the limited amount of previous research on the subject, the impact of the 

BEE policies on Swedish firms in South Africa was by the beginning of this study 

identified with a research gap. Hence, we chose to study the commitment and 

adaptation of Swedish firms to South Africa as an effect of these policies. The level 

of commitment and adaptation is often closely connected to each individual 

company’s choice of entry mode. What the findings from our research can contribute 

to the internationalization theories is how governmental policies can disrupt and 

challenge the commitment balance that is characterized in each foreign entry mode. 

This is made by obliging companies to commit their resources to certain activities 

above their area of business in the foreign market. Thus, the BEE did not affect the 

choice of entry mode, it did however affect the level of the predefined commitment in 

the entry mode. 
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In earlier research, focus has been on how foreign companies have avoided 

commitment to South Africa as an effect of the BEE policies. This pattern is not 

applicable to Swedish companies because of their overall positive attitude towards 

the policies and their willingness to comply to the policies the best they can. A 

further contribution that arises from this behavior is how Swedish firms are prepared 

to rather commit more resources to overcome the obstacles of BEE than to avoid it. 

 

6.3 Practical Implications 

In the complex internationalization of today, the impact of politics on doing business 

in foreign markets is a never-resting topic. Moreover, the importance to obtain 

knowledge in order to enhance the success on foreign markets becomes vital for 

firms to stay competitive. Our research indicates the importance of governmental 

policies and how it can affect the level of commitment and adaptation required for 

foreign firms to succeed in South Africa. As our findings show that Swedish 

companies lack knowledge and understanding of how the BEE will impact their 

operations in South Africa, it is our suggestion to gain a thorough comprehension of 

the different elements of the policies and how they will come to affect the firm when 

expanding there. Foremost, it is of highest value for Swedish firms to understand that 

their choice to do business with the public sector, both directly and indirectly, will 

impact their operations significantly. By gaining a better understanding of the BEE 

policies, it will be easier to adapt to the policies. This should further be argued for 

because of the BEE policies’ tendency to disrupt the expected commitment levels of 

the firm. 

 

We hope that our findings will create an interest for further research on the subject, 

and that the obtained knowledge from this report will create value for Swedish 

companies with the interest to internationalize to South Africa. For Swedish 

companies only exporting to private firms in South Africa, the results will not be of 

high relevance. However, a generalization can be applicable to Swedish companies 

with the aim to establish themselves on the market and will direct or indirectly 

interfere with the government. Moreover, this research can provide consultancy firms 

and trade advisers with valuable insights of how the governmental policies can 

influence the business of their customers with the aim to expand to the country. 

Lastly, for companies planning to expand to other markets with a great political 
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influence, the findings from this study can highlight essential characteristics of how 

governmental policies can shape their future business. 

 

6.4 Limitations 

Throughout the process of our research, we have identified a couple of hindrances 

affecting the quality of the thesis. When we reached out to potential case companies, 

we quickly identified the struggle to find respondents with enough experience from 

the BEE and who had time for an interview. This resulted in that our collected data 

provided us a much smaller width than intended with only three respondents. 

Because of this, we chose one of our respondents to have a wider insight of the 

operations of Swedish companies in South Africa. This in order to strengthen the 

validity and reliability of the thesis. 

 

Furthermore, another limitation of the research was the different levels of 

involvement on the South African market of the case companies. This provided us 

with a varying amount of knowledge and insight on the subject. By focusing on 1) a 

greater amount of companies with 2) the same amount of involvement to the market, 

we could be able to generate a more generalizable study. 

 

A further limitation to our research was our choice to explore how the BEE policies 

have affected only Swedish companies. As one of our respondents were a native 

South African, we could receive a more objective view of how Swedish companies 

have committed and adapted to the policies in South Africa. Highlighting the subject 

from South African companies or authorities could however provide us with more 

thorough data. 

 



 66 

6.5 Recommendations for further research 

Our research has highlighted and filled out the research gap of how Swedish 

companies commit and adapt their operations as an effect of the BEE policies in 

South Africa. In addition to this, our empirical data have identified a number of 

interesting topics for further exploration: 

 

• Findings from the empirical data show us that a successful adaptation to the BEE 

policies gives a huge competitive advantage in the South African business 

environment. Thus, a study in the subject of how the BEE policies affect the 

competitive advantage of Swedish firms in South Africa would therefore be an 

interesting subject to investigate. 

 

• Our research has let us acquire a more thorough view of how the BEE policies 

have affected Swedish firms in South Africa. However, an interesting topic to 

investigate further would be how South African companies and authorities 

perceive the commitment and adaptation to the BEE policies of Swedish 

companies. This research could contribute to a more thorough understanding of 

how foreign firms are perceived by the local actors on the market to where they 

internationalize. 

 

• The findings from our research also bring up how other governmental policies 

and regulations affect Swedish companies adaptation and commitment to South 

Africa. Therefore, a study of how governmental policies affect Swedish 

companies in their commitment and adaptation to South Africa could be of 

interest for further research. 
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Appendices 

Appendix 1 Interview Guide 

 

Introduction questions: 
 

1. Do you wish your answers to be anonymous? 

 

2. What is your position at the company and for how long have you been in this 

position? 

• What is your previous international experience? 

• What is your involvement in your company’s business in South Africa? 

 

3. Explain briefly about the company and its history 

• How long have you worked internationally and on which markets? 

• How do you normally enter a new market? 

• Do you have any standard procedures or guidelines that you follow when 

entering a market? 

 

Your operations in South Africa: 
 

4. What kinds of operations do you have in South Africa? 

• What kinds of companies do you work/have partnerships with? 

• If you work with both private and public companies, have you experienced 

any distinctions between these kinds of partnerships? 

 

5. For how long has the company been active in South Africa? 

• What motivated you to establish your business/start doing business in South 

Africa? 

• How did the company enter the South African market to begin with and 

why? 

• Has the company developed/changed their way of doing business in the 

market since the first entry? Why? 

• Would you say that you were well prepared when entering the South 

African market? 
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6. Have there been any barriers that have affected your commitment when entering 

South Africa? 

• Did you identify these barriers before your entry? 

• How did you manage these barriers? 

 

7. What were the greatest risks when you entered the South African market? 

• Did you identify these risks before your entry? 

• How did you manage these risks? 

 

8. If you had entered South Africa today, would you do something different? Why? 

 

The South African Business environment: 
 

9. What is your general opinion of the South African Business environment? 

 

10. What do you think about the South African government’s involvement in the 

business environment? 

• In what way has their involvement affected your business? 

 

11. Are you familiar with the Black Economic Empowerment policies in South 

Africa? 

• Did you have any knowledge about the Black Economic Empowerment when 

entering South Africa? 

• Have your company experienced the effect of the BEE policies when doing 

business in South Africa? How has this showed? 

 

12. Has your company complied with the BEE policies?  

• How did you comply with them and why? 

• Has your company adapted your business to the BEE policies in any other 

way? 

 

13. Do you believe that the BEE policies have influenced your company’s 

performance and establishment in South Africa? 

 

14. What benefits do you see with complying with the BEE policies? 
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15. What disadvantages do you see with complying with the BEE policies?  
 

16. If the Black Economic Empowerment did not exist, would your operations in 

South Africa look different? 

 

Concluding questions 
 

17. Do you believe that the BEE policies have affected South Africa positively? 

 

18. What is your opinion of the future of doing business in South Africa? 
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Appendix 2 Interview Guide 

 

Introduction questions: 
 

1. Do you wish your answers to be anonymous? 

 

2. What is your position at the company and for how long have you been in this 

position? 

• What is your previous international experience? 

• What is your involvement in your company’s business in South Africa? 

 

3. Explain briefly about the company and its history 

• How long have you worked internationally and on which markets? 

• How do you normally enter a new market? 

• Do you have any standard procedures or guidelines that you follow when 

entering a market? 

 

Swedish companies’ operations in South Africa: 
 

4. For how long has the company been active in South Africa? 

• What motivated you to establish your business/start doing business in South 

Africa? 

• What motivated Swedish companies to establish themselves in South 

Africa? 

• Has Swedish companies developed/changed their way of doing business in 

the market since the first entry? Why? 

• Would you say that Swedish companies were well prepared when entering 

the South African market? 

 

5. What sectors are most Swedish companies active in in South Africa? 

• What kinds of companies do you work/have partnerships with? 

 

6. Have there been any barriers that have affected Swedish companies when 

entering South Africa? 

• Were these barriers identified before their entry? 
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• How did they manage these barriers? 

 

7. What have been the greatest risks for Swedish companies entering the South 

African market? 

• Were these risks identified before their entry? 

• How did they manage these risks? 

 

The South African Business environment: 
 

8. What is your general opinion of the South African Business environment? 

 

9. What do you think about the South African government’s involvement in the 

business environment? 

• In what way has their involvement affected Swedish companies? 

 

10. Are you familiar with the Black Economic Empowerment policies in South 

Africa? 

• Did Swedish companies have any knowledge about the Black Economic 

Empowerment when entering South Africa? 

• Have Swedish companies experienced the effect of the BEE policies when 

doing business in South Africa? How has this showed? 

 

11. Have Swedish companies complied with the BEE policies?  

• How did they comply with them and why? 

• Have they adapted their business to the BEE policies in any other way? 

 

12. Do you believe that the BEE policies have influenced Swedish companies’ 

performance and establishment in South Africa? 

 

13. What benefits do you see with complying with the BEE policies? 

 

14. What disadvantages do you see with complying with the BEE policies?  
 

15. If the Black Economic Empowerment did not exist, would Swedish companies’ 

operations in South Africa look different? 
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Concluding questions 
 

16. Do you believe that the BEE policies have affected South Africa positively? 

 

17. What is your opinion of the future of doing business in South Africa? 

 

 

 


