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Abstract 
It has been proven to be a strong correlation between choice of entry-mode and culture. 

Different entry-modes have also been connected to varying levels of integration in the 

foreign market. Based on these assumptions, this study examines how the choice of entry-

mode and subsequently, integration level, has impacted companies’ perception of the host 

culture after their expansion to Japan. Through interviews with managers in charge of the 

internationalization process at three Swedish companies with varying entry-modes, we have 

identified similarities and dissimilarities in the cultural differences each company has 

faced. This enabled us to compare how these have taken form. Our results suggest there is 

reason to believe that entry-mode impacts the perception of the foreign culture as a 

consequence of the integration level. Furthermore, our findings indicate that the integration 

level affects the perception of cultural differences and also plays an important role when it 

comes to mitigating and managing the effects of cultural differences encountered 
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1. Introduction and Problem Formulation  

As the world becomes more interconnected, an increasing number of companies look for 

opportunities to expand into foreign markets (Kotler, Wong, Saunders & Armstrong, 2005). 

The ever-increasing globalization has resulted in a far more competitive environment 

throughout the world, where companies constantly need to find different ways to satisfying 

customers' needs in order to not fall behind on the market. Root (1994) emphasizes the 

importance for companies to look past the traditional thinking of the domestic market since 

the business environments require an intensified global perspective of the business. 

Managing international business operations across borders has been stated as one of the 

largest challenges for companies today, since there are many factors that can differ from the 

domestic market (Czinkota & Ronkainen, 2007). This results in barriers that must be 

overcome in the expansion process (Nakos & Brouthers, 2002; Knight, 2000; Westhead, 

Wright & Ucbasaran, 2001).  

Even though firms tend to see more growth potential by expanding abroad, a foreign 

market entry also involves risks. Cultural and economic differences can for instance 

constitute barriers to entry, which in turn can complicate the foreign establishment. 

Increasing attention has been paid to the cultural differences as an important aspect to 

consider when expanding (Kogut & Singh, 1988; Mitchell, Smith, Seawright & Morse, 

2000; Mitra & Golder, 2002). Earlier research has also considered how an understanding of 

cultural differences affects international decisions and how this can be used to increase 

competitiveness by analyzing both the needs of customers as well as strategies of 

competitors (Tse, Lee, Vertinsky, & Wehrung, 1988). Moberg and Cederholm (2009) point 

out how cultural misunderstandings can complicate the process of reaching an intercultural 

mutual agreement between two parties. This issue is further stressed by Pan and Zhang 

(2004), who state that cultural differences is one of the main barriers to successful 

international operations. Datta, Herrmann and Rasheed (2002) propose that foreign-market 

entry choice is one of the most important strategic decisions within a company’s 

internationalization process. This is a difficult and complex decision (Hill, Hwang & Kim, 

1990), which has consequences for the plan formed to manage challenges and opportunities 

within the operational context of the company (Knight, 2000). A lot of researchers argue 

that the entry-mode decision will have a direct impact on the company’s success in the new 

market (Nakos & Brouthers, 2002; Mayrhofer, 2004; Morschett et al., 2010; Westhead et 
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al., 2001), but can also have long-term effect on the company’s business since once 

implemented, it is hard to change a chosen entry mode (Chang & Rosenzweig, 2001; 

Brouthers & Hennart, 2007). Furthermore, Hollensen (2007) suggests that each entry-mode 

can be linked to a corresponding level of integration in the foreign market, where the entry-

modes export (lowest integration level) and subsidiary (highest integration level) are 

located on opposite sides of the spectrum. 

In a world where companies constantly are moving across borders, they are faced with the 

choice of how and where to expand. Simultaneously, we see that culture is an undeniable 

part of the equation; a factor that companies must consider in order to maximize their 

chances of a successful internationalization process. The previous reasoning illuminates the 

links between the three aspects of entry-mode, integration and culture in the way that entry-

mode determines the company’s subsequent level of cultural integration in the new market. 

As such, this raises the question whether the choice of entry-mode affect the perception of 

culture in the foreign market. Can two different entry-modes cause the expanding 

companies to perceive the same culture differently? 

Today, Japan is Sweden’s second most important business partner in Asia and a country 

that is frequently entered by Swedish companies (Swedish Government). The professional 

relationship between the two countries was initiated in the early 1990’s (Swedish Embassy) 

and even though they differ substantially from each other in terms of business culture 

(Moberg & Cederholm, 2009), the collaboration has worked well. This leads into the 

question of culture versus entry-mode and how they interplay in global business relations. 

1.1 Research Question and Purpose  

Does choice of entry-mode have an impact on the perceived cultural differences a company 
encounters? If so, how could these take form and what can be done to overcome them? 
 

This study is dedicated to address the identified research void on two analysis levels. 

Firstly, the purpose of this study is to analyze whether and if so, how three Swedish 

companies’ choice of entry-mode impacts the perceived cultural differences that they face 

on their expansion to Japan. Secondly, this study will explore what the companies did to 

overcome potential issues related to cultural differences that they might have encountered 

in their internationalization process. This approach is built on the notion that the choice of 

entry-mode decides how integrated a particular company becomes in a foreign market, 
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which thus affects the company's ability to handle the effects of the cultural differences 

which they might encounter. 

2. Theoretical Framework 
In this section we will present the theoretical framework of our study, which is divided into 

two main areas: entry-modes and culture. First, we introduce various kinds of entry-modes 

and how cultural understanding relates to this. The second section covers cultural 

differences and how these take form, followed by an overall description regarding how the 

selected theories will be used to answer our research question. 

2.1 Modes of Entry  
When a firm chooses to expand, the choice of entry-mode is, according to Lee and 

Lieberman (2010), often a decisive factor regarding the future welfare of the business. 

Entry-mode has been defined by Root (1987 p. 5) as “an institutional arrangement that 

makes possible the entry of a firm’s product, technology, human skills, management or 

other resources into a foreign country”. Svend Hollensen’s research focuses on global 

marketing, involving the subject of entry-modes. Our research is built on Hollensen’s 

(2007) model where three entry-mode types are ranked on a scale based on their grade of 

integration as shown in Figure 1 below, namely; hierarchical, intermediate and export 

modes. Since this study aims to look closer at the connection between entry-modes and 

culture, the integration-level is important since it determines a company’s level of 

involvement with the foreign culture in question. These relationships will be explained 

more in detail further on. 

 

 

 

 

 

 

 

 

 
 
Figure 1. Entry-modes and their corresponding levels of integration. Source: Hollensen (2007) 
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2.1.1 Export 

The export-type of entry-mode enables either domestic or foreign production while 

exporting to a third country and is commonly used when expanding to foreign markets. 

Agents are often used as tools for coordinating the collaboration between the firm and 

target market in the absence of the producing company itself. This method is characterized 

by high flexibility, low risk, a low level of control and is further divided into direct and 

indirect export, as described as follows (Boyd, Dyhr Ulrich & Hollensen, 2012; Hollensen, 

Boyd, & Dyhr Ulrich, 2011; Hollensen, 2007): 

When indirect export is used, an agent is appointed to introduce the product to the target 

market and coordinate the foreign activities as well as establishing and managing further 

agents and/or distributors in other foreign countries. The producing company is in a 

dependent position against the agent, with low degree of involvement in the communication 

between markets and overall marketing process. This results in reduced risks for the firm, 

but it comes with the price of a lower level of control (Boyd et al., 2012; Hollensen et al., 

2011; Hollensen, 2007). 

With direct export, the firm sells their product directly to a foreign market through an agent 

and/or distributor. This mode differs from indirect export in the sense that the agent merely 

acts as a representative who makes agreements in the name of the firm. The difference 

between an agent and distributor is that the latter acts as a customer of the firm and a third 

party when agreements are sealed between the company and a customer. Furthermore, the 

distributor’s revenue equals the contribution margin, in contrast to the agent, whose 

revenue is based on provision on successful agreements on behalf of the firm. This method 

corresponds with both a higher risk and control compared to the indirect export (Boyd et 

al., 2012; Hollensen et al., 2011; Hollensen, 2007).  

2.1.2 Intermediate Mode 

When the intermediate mode is used, knowledge transfer is a central factor upheld by 

mutual agreements. This mode of entry aims to achieve a risk and ownership-sharing 

situation between the producer and local business partner. Common examples of this are 

joint ventures; where two parties join together in a start-up, franchising; where the firm is 

selling a concept or trade mark, and licensing; where only parts of the business are shared 
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through a patent, technology or know-how  (Boyd et al., 2012; Hollensen et al., 2011; 

Hollensen, 2007).  

2.1.3 Hierarchical Mode 

In a hierarchical type of entry-mode, the firm owns the local company in the local market 

and thus remains in control. This mode is divided into two sub-categories; the firm can start 

up an enterprise from scratch, or buy an existing company and subsequently take over the 

whole organization. As Figure 1 above shows, the hierarchical mode comes with a high 

level of control and low flexibility, but also with high risks. When operating locally, the 

firm can choose to use local labor to gain cultural knowledge, which can be valuable within 

the internationalization process (Boyd et al., 2012; Hollensen et al., 2011; Hollensen, 

2007).  

2.2 Entry-Mode in Relation to Culture  
Previous research (Tayeb, 1988) has studied the extent to which cultural understanding is 

relevant for a company, depending on target markets. As seen in Table 1 below, the results 

show that the home culture is of great importance, but also that the need for understanding 

of the foreign market depends on which degree the company aims to integrate itself into 

this foreign culture. A domestic company with no global activities needs little or no 

professional understanding of foreign cultures. (Tayeb, 1988) As such, the cultural 

understanding is of great significance for multinational and global firms that face a high 

degree of integration with other cultures, as can be seen in Table 1 below.  

 

 

 

 

 

 

 

 

Table 1. Entry-mode and its relation to cultural understanding. Source: Tayeb (1988) 
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This study will position itself between Hollensen (2007) and Tayeb (1988) by taking his 

argued levels of need for cultural understanding and relating to Hollensen’s (2007) scaling 

of integration in terms of entry-mode. Practically, this is done by finding out how each 

company has perceived the cultural differences in their expansion to Japan and relating that 

back to their integration-level in order to see if there is, aside from Tayeb’s (1988) 

suggested need for cultural understanding, also exists a need for an awareness of the 

cultural differences that can occur with each entry-mode as an aspect that may influence 

this important choice.  

2.3 Culture 

Geert Hofstede defined culture as ”the collective programming of the mind distinguishing 

the members of one group or category of people from others” (Hofstede & Hofstede, 2005 

p. 22). Amongst other things, Hofstede is known for his IBM study, which has been called 

an ideal comparative model from a global point of view (Bond, 2002). Based on the results 

from his IBM study, national cultural dimensions were found by appointing a numerical 

index between 1-100 to each country and thus making them comparable (Hofstede et al., 

2012). 

 

Hofstede also presented a model for looking directly at a country in terms of identity, 

values and institutions, all being a product of the national history. He named these factors 

under the collective term “cultural differences between nations”. These differ from the 

results of his national cultural dimensions as they are of a more institutional character. One 

could say they are treating more “hard” variables than the behavioral results from his IBM-

study, where “hard” in this context means that they are not as flexible and logically as the 

cultural dimensions described above. Thus, they take longer time to change, like the laws 

and language(s) of a country. 

The foundation of our definition of cultural differences, national cultural dimensions and 

national cultural factors, are presented below divided into two groups.  
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Figure 2. Overview of the cultural differences. Author’s design. 

The reason for why we use this particular distinction is due to that Hofstede’s IBM-study 

(the dimension spectrum on the right side in the figure) mainly examines business-related 

behavioral differences between individuals within a working culture. Hence, it does not 

include the national cultural factors, which can be seen to the left in the figure. For the 

purpose of our study, we also want to cover national differences between ‘countries’. 

Therefore, we will combine Hofstede’s two models with the aim to cover the whole range 

of cultural differences, consisting of both “soft” behavioral variables and ”hard” national 

differences between countries, as illustrated in Figure 2. To exemplify, when visiting a 

country you are not only exposed to the social codes in terms of behavioral dimensions of a 

culture, you also face national factors such as language, laws and regulations. The inclusion 

of both behavioral and national differences are thus of great importance since it seems quite 

impossible to enter a market and, for instance, face people’s behaviors but not the language. 

We believe that both these aspects are necessary to take into consideration in order to 

capture the concept of culture and consequently, cultural differences faced when entering 

into a foreign market. Regardless of integration level, there is a great likelihood that the 

company in question encounters both aspects to some extent.  

Since cultural differences are the central concept of this study, we will explain the cultural 

dimensions well as the cultural factors in more detail below. 

2.3.1 National Cultural Dimensions  

The national cultural dimensions were, as previously mentioned, compiled by Hofstede in 

his IBM study. In Figure 3 below we give a schematic illustration of the national cultural 

dimensions’ branch, followed by a more detailed description of each dimension and its 

importance underneath.  

“Hard” variables “Soft” variables 
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Figure 3. Overview of Hofstede’s cultural dimensions Author’s design. 

 

• Power Distance 

Power distance is defined as “the extent to which less powerful members of 

institutions and organizations within a country expect and accept that power is 

distributed unequally” (Hofstede, 1997 p. 28). A higher value of PDI corresponds 

with an environment where power is centralized and the gap between leaders and 

sub-ordinates are wide.  A low -power distance context is a democratic one where 

the leader is more physically accessible and consultative. The gap between leaders 

and sub-ordinates is here negligible and a low-power distance typically strives for 

an equal power and salary-distribution (Hofstede et al., 2012). 
 

• Individualism – Collectivism 

This dimension describes people’s relationships to themselves and others, where a 

higher number indicates a stronger tendency towards individualism. In an 

individualistic culture the employee is free to act in accordance with his/her primary 

objective, whereas in the collectivistic ditto you are expected to act in the interest of 

the group. Individualism clearly emphasizes the “I” and collectivism the “we”. 

(Hofstede). Collectivism is free of any political meaning and rather indicates a 

collective power in the altruistic way that the need of the group is a priority over the 

individual’s needs (Hofstede et al., 2012). 

• Masculinity – Femininity  

This dimension focuses on differences in values and attitudes and is measured by 

the Masculitity Index (MAS). A higher number indicates masculinity, which 

“represents a preference in society for achievement, heroism, assertiveness and 

material rewards for success” (Hofstede). Leaders in feminine cultures strive for 

“Soft” variables 
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consensus and solidarity whereas in masculine societies, assertiveness and 

decisiveness are attractive attributes. In the masculine, result-oriented culture 

toughness is valued, conflicts and disagreements are to be solved according to “may 

the best man win” and privileges are given to those that have earned it, while a 

feminine society distributes privileges more equally between its members (Hofstede 

et al., 2012). 

 

• Uncertainty Avoidance 

This category is defined as “the degree to which the members of a society feel 

uncomfortable with uncertainty and ambiguity” (Hofstede). This is measured in the 

logical relation that high index means high uncertainty avoidance for that specific 

culture. Hofstede argues that a high UAI indicates a feeling of need for 

predictability, not unusually in the shape of both written and unwritten rules 

(Hofstede, 1997). There is also a strong need for punctuality, rules and precision in 

order to eliminate uncertainty and establish a structure within the working 

environment (Hofstede et al., 2012). 

 

• Long-Term - Short-Term Orientation 

This dimension includes the values of persistence, thrift and ordering relationships. 

More precisely, this refers to the dedication, motivation, responsibility- and 

education level in individuals as well as their commitment, loyalty and identity. A 

long-term orientation culture values savings, thrift, perseverance toward results, 

while short-term orientation encourages less savings and has a tended preference for 

quick results (Hofstede, 2001). Simplified, this dimension ranks the importance of 

prospective revenue where the short-term orientation is focused on current results, 

whereas a long-term orientation considers future results as more important 

(Hofstede et al., 2012). 
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Summary National Cultural Dimensions 
 
 
 
 

 

 

 

 

 

 

 

Diagram 1. Numerical national cultural dimensions, Sweden and Japan. Author’s design. Source: Hofstede et 
al. (2012) 

Diagram 1 is designed so that for every column, countries can be compared in terms of 

their index values and interpreted on the overall cultural positioning on a scale of 1-100. 

Here, Japan and Sweden’s values are presented, indicating how strongly the cultures 

express the certain values according to respective dimension. As an example, Japan has a 

remarkably higher Power Distance Index than Sweden, which could be explained by the 

fact that the Japanese culture is more extensively divided into classes; something that by 

definition translates into a high power distance. Furthermore, Sweden has a clear 

individualistic value while Japan is placed close to the middle of the range. This implies 

that the latter is more focused on acting in the interest of the group, rather than in that of 

individuals. Japan however, is here indicated as a masculine culture while Sweden has 

more feminine tendencies associated with a more consensus-oriented approach. When 

studying Uncertainty Avoidance Index, we can see that the Japanese culture has a 

preference for clear directives and punctuality while Sweden directly translated, only has a 

fragment of these tendencies. Lastly, according to these results, Japan is a highly long-term 

focused country that can be expected to value thrift and a long-term sustainable business 

model (Hofstede et al., 2012). 

2.3.2 National Cultural Factors 

In the model of national cultural factors; the “hard variables” are categorized as identity, 

values and institutions. Figure 4 illustrates how they relate to each other and the sub-

categories of each factor. 
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Figure 4: National cultural factor-model: hard variables. Author’s design. Source: Hofstede et al. (2012) 

Identity is, as the name reveals, something unique for the separate individual that also can 

be changed over time. As the figure shows, this is related to language and religion and 

often visible to other individuals. Values, on the other hand, contain our norms and so 

called mental software in terms of attitudes and perceptions that can have an impact on our 

feelings towards other individuals and cultures. The third aspect, institutions, is stipulated 

by the laws and regulations that characterize a country (Hofstede et al., 2012). 

2.4 Critique 
To conclude this section, Figure 5 below illustrates each theory section as well as its 

relevance and relation to the others. Hofstede’s cultural dimensions have received a lot of 

support and validation over the years (Kogut & Singh, 1988; O’Grady & Lane, 1996; 

Harzing, 2004) but also some critique. Since it was presented in the 1970’s it has been 

accused of being both old-fashioned and outdated (Littrell, 2012). An important question to 

raise is also that of the numerical values in the index tables; the base upon which the 

argumentation around cultural differences is built. These values are, and have been, fixed 

since the study was published and it would be an understatement to say that nothing major 

has happened in the world since the 1970’s. On these matters, Hofstede counters that the 

impact of relatively recent events are of less relevance since the change and recreation of a 

culture is a slow process and that values are consistent and life-long (Hofstede & Hofstede, 

2005). A rather frequent criticism towards Hofstede’s model is that it does not consider 

heterogeneity within a nation, but instead chooses to homogenize its population. Critics 

mean that we have to consider these limitations; those of gender, scarce range and the lack 

of represented families, when using the model (McSweeney, 2002). Being aware of this 

critique, we choose to use the limitations of the model to our advantage and benefit from 

using its ability to convey a deep understanding of the working culture whilst adding the 

“Hard” variables 
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purely national cultural factors in order to represent the part that, according to critics, the 

national cultural dimensions do not cover. Together the two will form a framework where 

the collective term of cultural differences is embedded.   

 

2.5 Summary of Theoretical Framework 
This summary aims to clarify how the presented theoretical framework will help us analyze 

whether and if so, how three Swedish companies’ choice of entry-mode impacts the 

cultural differences that they face on their expansion to Japan. Subsequently, we will 

explore what they did to overcome potential issues related to cultural differences that they 

might have encountered in their internationalization process. Since the theoretical chapter 

covers many concepts, models and definitions, an overview that maps the theories and how 

they relate to each other could be found below.  
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 5. Theoretical overview. Author’s design.  

The section about entry-modes and Hollensen’s (2007) definitions are used to categorize 

the modes of entry that our chosen companies have used in the Japanese market-entry and 

allows us to scale them in terms of level integration. This in turn leads us into Tayeb’s 

(1988) research, who argues that different entry-modes correspond with a subsequent level 
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of need for cultural understanding. In short, to the left in Figure 5 we have three Swedish 

companies with varying entry-modes and thus varying degrees of integration when they 

expand to Japan. 

The division of cultural differences on the top is made in order to concretize our study area 

as well as making our research results more comparative to each other. Both the soft, 

national cultural dimensions and the hard, national cultural factors are used to determine to 

what extent each company has encountered the respective part of cultural differences 

during their expansion. These answers then serve as indicators of how the Swedish 

companies have interacted with the Japanese culture, which in turn will help us answer 

whether varying degrees of integration result in different perceptions of the Japanese 

culture in terms of cultural differences.  

3. Method 
In this chapter we will explain our choices related to methodology. The first part concerns 

the choice of method, followed by a description of our selection criteria and execution. 

Next part is about our interview and analysis process, where the course of action is 

explained as well as how we practically apply the theoretical framework. We then proceed 

to explain how this serves our purpose, research questions and how our choices affect the 

quality and results of the study. 

3.1 Choice of Method  
This is a study of explanatory nature where we explore the causal relationship between 

entry-mode and cultural differences. Since this relationship is highly influenced by attitudes 

and perceived perceptions of culture, a qualitative method will be applied in order to obtain 

a deeper understanding regarding the entry-mode as a variable for the cultural differences 

that companies encounter and how they have dealt with these. To better understand 

correlations between variables, the explanatory method will advantageously be used 

together with semi-structured interviews (Saunders, Lewis & Thornhill, 2012) and in 

addition to this, mail interviews. To grasp the reasons behind our respondent’s attitudes 

and/or decisions, a qualitative-explanative method is used, which allows a more extensive 

exploration of the subject (Saunders et al., 2012) that in turn will result in a nuanced 

description of the respondent’s perspective expressed in words (Kvale, 1997).  
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3.2 Types of Interviews 
In total, six interviews have been conducted; three personal semi-structured and three e-

mail interviews, as follow-ups after the first occasions. These choices of method will be 

discussed and motivated respectively below. 

Semi-Structured Interviews 

Semi-structured interviews are suitable when measuring attitudes, values and other 

behavioral aspects (Silverman, 2006; Wallén, 1996) and enable a more detailed set of data 

(Denscombe, 2000). A well designed semi-structured interview allows the respondents to 

build and explain their answers, as well as it gives the interviewer an opportunity to further 

understand and develop their responses through additional questions and remarks. 

Furthermore, Kvale and Brinkmann (2009) argue that interviews give better understanding 

from the researcher’s point of view since the method helps the respondents to develop their 

experience. Semi-structured interviews are good for covering specific areas as well as 

allowing previously unanticipated subjects (Saunders et al., 2012). Another reason why this 

method was chosen is the possibility of following up with questions and/or request 

clarifications if needed (Larsen, 2009). While this research method opens up the possibility 

to further build and develop topics for both the respondent and researcher, it can also 

become problematic. Denscome (2000) points out the difficulty in generalization since the 

data can be less representative when conducting a smaller but more detailed study. He also 

means that when rendering the results, there is a certain degree of risk for bias where the 

researchers own identity and personal reflections can affect the interpretation.  
 

Mail Interviews 

Due to dense schedules and geographical distance we have chosen to incorporate mail 

interviews. A decisive factor in the selection of this interview form was that our 

respondents were open to additional questions, which enabled us to make sure we got 

sufficient empirical results to answer our research question and, like personal interviews, 

allowed us the advantage of returning with additional questions and/or clarification 

requests. Anticipating the disadvantages of this method, it has been argued that mail 

interviews run the risk of brief answers or misunderstandings (Kinnear & Taylor 1996; 

Sveningsson, Lövheim & Bergquist, 2003). We have through continuous contact with the 

respondents been able to add questions if needed. On that regard, we were also aware that 

there would be a greater likelihood of brief answers from the respondents if they received 
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less elaborated questions, which are why we made sure to be very clear and direct about the 

aim of each question. Also, this adds the advantage of receiving some additional reflections 

on the initiative of the respondent, which increases our chances of extracting relevant 

information for our research. An advantage of mail interviews is that the respondent has 

time to think about and put together answers for each question. Furthermore, this indirect 

contact can also help eliminating the risk of affecting the respondent through our presence 

(Sveningsson et al., 2003). 

 

3.3 Selection  
In order to find relevant candidates for our research, we contacted two project managers at 

“Entreprenörskapsforum” which is a collective forum for Swedish and foreign researchers, 

that strives to enhance the accessibility of research results internationally. 

(Entreprenörskapsforum) 

 

Our criteria in the selective process were as follows: 
 

• The target company needed to have experience of international business and gone 

through an internationalization process. 

• The company had to fit one of the entry-mode types suggested in Hollensen’s 

(2007) model, one of each kind. 

• We have chosen to focus only on expansion to one country in order to limit our 

field and also to keep the country variable constant and let the entry-modes vary. In 

the process of choosing country, careful consideration was taken not to pick one too 

similar to Sweden. Japan is according to Hofstede’s index perceived as very 

different from Sweden (Hofstede et al., 2012), a fact that is confirmed by Moberg 

and Cederholm (2009). 

 

In order to capture the perception a Swedish company gets of a foreign culture when 

expanding to its market and see how it may differ, we need companies that with varying 

entry-modes that have expanded abroad. Since Japan is frequently entered by Swedish 

companies and has also been proven (as previously stated) to be different from Sweden 

in terms of culture, we find this as a suitable context to use in our study. Based on this, 

our sources at “Entreprenörskapsforum” directed us further by suggesting suitable 

companies based on our criteria. As a result we found several Swedish companies 
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within the region of Uppsala and Stockholm, out of which 15 fit our description. Out of 

these, we then cautiously made a selection of companies in accordance with our 

research objective. As a result the choice fell on the three companies from varying 

industries that can be seen in Table 2 below. To increase the validity of this study and 

obtaining a deeper understanding, we strived to get in contact with the key person 

behind the decisions made related to the internationalization process within each 

company (Holme & Solvang, 1997). 
 

 

 

 

 

 

 

 

 

 

 

 

Table 2: Compilation of interview respondents. Author’s design. 

3.4 Interview- and Analysis Process 
A qualitative method, as previously mentioned, has been used in order to illuminate the 

respondent’s perspectives in terms of experiences (Kvale, 1997). We have taken advantage 

of the possibility to interact with the respondent and ask for clarifications or elaborations. 

Aside from the detailed questions, this method also opens up for exhaustive and 

spontaneous answers (Jensen, 1995). 

 

Before the interview, a compiled general abstract was sent to each respondent in order to 

clarify the purpose and set the context of this study. We also offered to send a detailed copy 
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of our interview questions in advance. In this stage we also tested our questions together 

with a consultant with broad experience within the field of internationalization. This was a 

necessary step in order to discover and correct possible ambiguities. As a result of this, we 

decided to split and divide some questions as well as refining others, but ultimately it also 

was a great way to see the correlation between questions asked and answers obtained. The 

personal interviews lasted about one hour and were conducted in or close to Uppsala and 

Stockholm. Permission was given by the respondent to record the material, which we 

considered a great advantage since we then could focus entirely on the ongoing interview 

as opposed to taking massive notes in order to get all the details on paper.   

  
The interviews were constructed from two main subjects where the first one is the 

background and choice of entry-mode, which corresponds with the left part of Figure 5, 

introduced in the theoretic summary. Thereafter, we move over to the aspect of cultural 

differences that the respondent has encountered, in terms of national cultural dimensions 

and national cultural factors, the question of potential issues that have arisen from these 

differences and what measures have been taken to overcome these. Since the question of 

entry-mode is a rather straightforward one, we felt it natural to start there and gradually 

move on to more reflective topics. The first questions were in the form of “What entry-

mode was chosen and why”? This allowed us to see to the thoughts behind the expansion 

and examine what the decisive factors were in this process, resulting in a choice of entry-

mode. From the answers to these questions, we can get an understanding of the choices 

they have faced and how the selection was made, for example if culture was ever included 

as a factor and if so, how much knowledge they possessed prior to the expansion. This part 

of our research cannot be answered by the respondent but rather derived from our 

compilation consisting of the empirical answers from each company, respectively. 

However, in order to finally be able to answer this part properly, it was of great importance 

to firstly identify how the companies have interacted with the Japanese culture as a 

consequence of their chosen entry-mode and secondly what cultural differences they have 

observed. 

  
To enter into the field of cultural differences, namely the top part of Figure 5, we began 

with the national cultural dimensions. Since we aimed to obtain this information from a 

third source (the respondent), it was necessary to break the dimensions down into smaller 

pieces and define questions that could give us the answer to what is intended by the 
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indexes. By asking these kinds of questions, the intention was to get indications of the 

companies’ experiences of the Japanese culture: 
 

• On the power distance aspect (PDI), we used questions like “Do employees easily 

accept position-related inequalities in terms of salary and influence on decisions in 

the working place?” and “What characterizes the climate between leaders and 

subordinates; formal or informal?” The answers indicated attitudes towards the 

underlying implications of power distance expressed towards inequalities in salary 

or power distribution.  
 

• On the individualism aspect (IDV), we asked: “Is the employee free to take own 

initiatives or must all decisions be coordinated through the group?” This gave us 

material to decide the employer’s focus and how the individuals are expected to act 

in relation to this. Furthermore, it is on this topic important to examine how free the 

employee is to act with his/her own objectives as opposed to those of the 

group/organization. 
 

• On the masculinity aspect (MAS), we used questions like “Would you say that 

employees “live to work” or “work to live”? “Is there an internal competition 

between employees regarding bonuses and privileges?” On this matter, rewards are 

central - either if they are a source of motivation to excel which leads to internal 

competition or if they are simply distributed equally. 

 

• On the uncertainty aspect (UAI), we asked questions like “How would you say that 

employees act in relation to unwritten and written rules in the work place?” and 

“How important is punctuality and clear directives in the work place?” When 

studying this index, we study the need for predictability and structure within the 

environment. Thus, by finding out the employee’s will to uphold these rules, we 

could derive how important uncertainty avoidance is.   
 

• On the long-term orientation aspect (LTO), we asked, “Is there an aim for long-term 

results within the company or do they have a more short-term focus?” The answer 

to questions of this nature gave an indication of the organization’s main revenue-

focus; whether it is here and now or farther off in the future. This, in turn can 
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indicate the climate in terms of tendencies towards saving and focusing long-term 

or spending in combination with a more short-term perspective. 

 

Moving on to the national cultural factors (top left part of Figure 5), we wanted to see to 

what extent each company had encountered the factors. Within the three categories identity, 

mental software and institutions respectively, we asked whether the respondent would say 

that each factor had caused cultural difficulties in the cooperation with Japan. More 

specifically, the questions were: “How would you say that language, religion, mental 

software, norms, laws and regulations have affected your business?” “How have you dealt 

with potential issues you have encountered due to these?”. These questions can be found in 

further detail in Appendix 1. This kind of open questions aimed to capture each factor and 

its signification in the context. The thought was also to allow the respondent to liberally 

reflect upon and share (Saunders et al., 2012) relevant cultural aspects they had 

encountered that may not be covered in our theoretical models.  

 

After the interviews, we summarized and categorized our empirical findings so that the 

answers between the companies could easily be distinguished (Lantz, 2007) as seen in 

Appendix 2. The next step was to determine to which extent the companies had 

encountered each part of the cultural differences, which can be seen in more detail in 

Appendix 3. The collective answers to the cultural aspect above take us into the next step 

where we will discuss how our empirical results relate to the companies’ respective choices 

of entry-mode, which will be presented in section four and five. 

 

3.5 Quality of the Study 
Since the perspective and experiences that make up our empirical chapter are those of our 

respondents, the reliability of our results is highly dependent on their sincerity and is by 

definition, subjective. There is also the influence of other elements except for entry-modes 

that can affect the perception of cultural differences. Due to this matter and the fact that our 

selection of companies is limited we do not expect our conclusions to portray a universal 

correlation between a firm’s entry-mode and cultural challenges, but rather give examples 

of how this may present itself. 
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In order to increase the reliability of the study and eliminate the risk of misunderstandings 

(Saunders et al., 2012), we tested our interview questions on a third party before 

performing the interviews. We believe that this was a vital step that gave an opportunity to 

ensure the relevance of each question and allowed us to see what questions were in need for 

reconstruction and/or improvements (Dalén, 2011). As a way of enhancing the awareness 

of the information we made sure both of us were present during all interviews and had a 

common understanding of what was said (Trost, 2010). We have, however, reflected upon 

the fact that while having many advantages, our presence could also affect the respondent’s 

way of answering our questions through for example body language, tone of voice or 

attitudes. This risk could be avoided by the mail interview method but naturally not in the 

personal interviews, simply since they require our presence which is why we made sure to 

complete the test-interview as part of our preparation. As a final step in increasing the 

quality of our study, we used our transcriptions as a way of double-checking all information 

and judging if we had overlooked something or whether additional questions were needed, 

also suggested by Lantz (2007). After this was completed, we sent the collected material to 

each of the respondents for approval. This has also been a valuable step in our compiling 

process, since the interviews were conducted in Swedish whereas the thesis is written in 

English and thus with transcriptions in combination with the respondents approval we feel 

that the translation bias has been minimal.              

4. Empirical Findings 

In this section we will present each company respectively, where the material from every 

interview is divided into three main areas as follows: 

 

• Background and choice of entry-mode; this part aims to give a brief introduction to 

the company’s background and entry-mode. 

 

• Cultural differences; the empirical results within this category will be presented in 

accordance with our division of cultural differences, on one hand the national 

cultural dimensions and on the other, the national cultural factors. Together they 

account for the collective cultural differences the companies have faced and to what 

extent that they have faced them. 
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• Impact and actions; in this section, the respondent’s experiences are presented in 

terms of the impacts that were believed to result from cultural differences and what 

actions that have been taken to mitigate these obstacles. 

4.1 Christina Axelsson, Mercodia 

Background and Choice of Entry-Mode 

Mercodia is a biotech company that was founded in 1991 that now exports to over 100 

countries via agents and distributors. Mercodia has a world-leading position in developing, 

manufacturing and distributing high quality immunoassay kits. The company has a strict 

policy of keeping the ownership and the production in Sweden and has exclusively export 

agreements. Their agents act as direct representatives and sign agreements in the 

company’s name, many of them working on provisional salary. Mercodia has a large 

distributor in Japan that does not fully satisfy their requirements, sales target and activities. 

“We never know what they are planning to do and what support they wish to get from us as 

well as market potential”. Mercodia would like to establish a closer relation to their 

distributor that according to Axelsson ”only sees them as a main supplier and don’t see the 

purpose of collaboratively plan, set goals and activities”. 

 

Cultural Differences 

Axelsson has observed a distinct hierarchy in Japan and in her opinion, there is a risk that if 

the information does not reach the right person, it may get lost. “It’s very clear who is in 

charge of meetings”, she continues, but still it is very difficult to identify the relation 

between subordinates and superiors since employees await the owner to speak his/her 

opinion. She further believes that the employees take no initiatives, since processes are 

time-consuming and information gets lost. She also adds that she cannot determine the 

main tendencies regarding how privileges and bonuses are distributed since their position 

as a supplier does not involve any insight in this department of the distributor’s structure. 

Furthermore, Axelsson has detected a preference for unwritten and written rules and that 

punctuality is important. 

  
The language barrier has been a big issue for Mercodia since their Japanese distributor has 

limited knowledge of English. Religion has had little or no effect in the context and has 

been undetectable in their communication. On the matter of norms and values she says that 
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there have always been difficulties and that direct interactions with customers have been 

further complicated because of the language barrier. “If we have had any contact, it has 

been easier to refer to the distributor for purchases”. The regulatory aspect has been 

problematic when it comes to their products, since they need to be approved in terms of 

how and how much they can be used. Lastly, she points out that laws have not caused any 

issues. 

  

Impact and Actions 

According to Axelsson, “we are foreign birds no matter where we go”. The biggest and 

most problematical challenge with cultural differences, she believes, has to do with the 

relation to their Japanese distributor. She feels frustrated over their unwillingness to discuss 

goals. However, Mercodia has hired a consultant in order to start looking for new 

distributors and found two potential candidates. The consultant has also been helpful in 

other areas, Mercodia has received support in sales training and marketing through 

improved follow-up activities. To handle the language issue, Mercodia has implemented a 

rule to only use written communications, since this way of communication have been more 

effective. Furthermore, she believes that many cultural problems have been avoided by 

hiring key persons with cultural understanding; for instance, someone with intercultural 

experience, or someone that has a partner or family member from another culture. Overall, 

these aspects have had a major effect on the business. 

4.2 Pär Gellerfors, BioArctic 

Background and Choice of Entry-Mode 

BioArctic is a biotech company, founded in 2003, that conducts research and development 

of new treatments for Alzheimer’s disease and the organization has always planned on 

introducing their product to the global market. The company has an outspoken policy to 

work with market leading companies, which resulted in a licensing agreement and later a 

research program with the world leading pharmaceutical company Essai in Japan, 

commencing in 2007. This entry-mode was chosen from a cost-perspective where licensing 

has meant that Japan handles internal product adaptions and marketing operations 

everywhere but for Europe and also takes care of the marketing costs while BioArctic 

manages the region of Europe. The communication between BioArctic and Essai consists 

of mostly phone conferences and meetings.   
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Cultural Differences 

Gellerfors has noticed very strong hierarchical structures within the Japanese culture where 

decisions are taken on the higher levels. This, he adds, complicates the decision-making 

process and makes it time-consuming. It is not unusual to discuss matters and then leaving 

the table without having reached an agreement. The decision is not made immediately, but 

instead the ideas are taken back to the higher levels in the hierarchy and afterwards, a 

statement is made. Gellerfors emphasizes the importance of respecting this way of making 

decisions instead of pushing for an immediate answer, since this will only have the opposite 

effect. In the Japanese culture, a good negotiation is characterized by joint decisions where 

both parties feel they have reached a mutual agreement. Also, employees in Japan have 

almost no room to take own initiatives, should they want to. From his experiences, 

meetings in the Japanese culture are not usually a place where everyone, regardless of 

hierarchical position, gets to participate in brainstorming of ideas or arguing for certain 

decisions. Regarding bonuses, Gellerfors only has experience from the Swedish side of the 

partnership and not concerning Essai’s policies. There is also a great need for laws and 

rules and agreements are followed very thoroughly. Punctuality is an important aspect as 

well as avoiding causing someone to “lose their face”. Lastly, the Japanese culture is 

according to Gellerfors focused on long-term results and reliability, which he means is 

needed in the industry. 

  
Furthermore he says that language has been an issue, even if both parties speak English, it 

can still be difficult to understand each other which can lead to inefficient meetings and 

increase the risk of misunderstandings. Religion has never been discussed and has neither 

had an effect on meetings or other interactions. Values and norms however, have had a 

great influence in terms of hierarchical structure. As an example, when travelling to Japan 

it has been important to take part in traditional matters. Laws and regulations have affected 

certain parts of agreements, which have meant some adaptions.  

 

Impact and Actions 

One of Gellerfors’ colleagues at BioArctic expressed himself as follows: “we survive 

thanks to Pär’s knowledge of the Japanese culture!” Gellerfors himself points out that one 

learns a culture by meeting it and that some cultural issues will rise and be handled 

retrospectively. He adds that without a cultural understanding, you will sometimes be 
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surprised at the differences. When speaking about the impact and actions the company has 

faced, language is an important aspect. In order to overcome the linguistical issues and 

decrease the risk for misunderstandings, he has taken help from a Japanese principal as well 

as making a habit of writing protocols after meetings. Another issue has been the 

geographical distance and time difference. On these matters, phone conferences have been 

used as a mean of communication but meetings are also of importance, and have due to 

geographical distance been held in other places, such as London, but overall, the 

differences have been manageable.  

4.3 John Montgomery, Ericsson 

Background and Choice of Entry-Mode 

Ericsson was founded in 1876 and has today clients in more than 180 countries, where 

Japan is one of the countries that contribute with the largest turnover. Ericsson’s 

internationalization process started in the 1980’s in a stage when they had a representative 

office to prepare the market entry. Montgomery emphasizes the importance of being active 

in order to obtain a leading market position, which is the reason behind the strategy to 

operate locally. Simultaneously with the market introduction of digital mobile phone 

systems, Ericsson faced an opportunity to found a subsidiary in 1992, which involved 

hiring local labor that subsequently resulted in their first orders. He says, “Business is local 

in a majority of the countries we operate in, depending on the size of the deal”. 

Furthermore, Montgomery argues that the collaboration in the late 1980’s has resulted in 

the creation of a standard for a Japanese digital mobile phone system, which Ericsson could 

deliver complying products to. 

  
Cultural Differences   

From Montgomery’s experience, there is a clear hierarchical order between superiors and 

subordinates. This fact creates an importance to match superiors and their respective 

positions for upcoming meetings; if the participants are not on corresponding hierarchical 

levels, it can complicate the decision-making process. This, he argues, affects the 

interaction between co-workers and it is also extremely important to show your superiors 

respect, since the term “losing your face” is taken very seriously. In Japan, formality is 

expressed in the way that the gender-neutral title “san” is added to a person’s name. In the 

Japanese culture, everything is about the customer and obtaining “customer delight” which 
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consequently means that the individual’s needs are low in priority. It is Montgomery’s 

experience that Japanese people are humble and low-maintenance individuals. Bonuses and 

privileges within Ericsson are distributed according to “weight” of the position, the 

parameters are connected to the individual but always center around group performance. 

However, regarding this it should be mentioned that this is Ericsson’s Swedish directorship 

policy and not in any way symptomatic of the Japanese culture. In terms of perseverance 

toward results, Japan has an overall long-term perspective and a policy of working hard in 

order to reach stipulated goals. Lastly, he points out that in Japan both written and 

unwritten rules are extremely present and important to abide by. 

  
Having managed the expansion to Japan, Montgomery mentions that the language has been 

a relatively large obstacle, while when it comes to values and norms; he has not faced many 

problems. The practice of rules and regulations is extremely important in the Japanese 

culture while religious influences have not affected the business relation. 

  
Impact and Actions 

Montgomery means that from the beginning, the interactions with the Japanese culture and 

the potential issues have been proactively considered by founding a subsidiary and hiring 

partly local labor. This, in combination with the use of interpreters, reduced the linguistical 

and cultural barrier as well as increasing the understanding and knowledge of values and 

norms. Also, cultural education has been implemented for staff prior to sending them to 

Japan. Montgomery is of the opinion that it is impossible to operate in Japan without 

Japanese resources and middle management. By having Japanese colleagues, cultural 

signals can more easily and instantly be interpreted. The above-mentioned aspects have had 

a minor effect on the business.  

5. Analysis  
This section presents how we connect the theoretical framework to our empirical findings. 

In the analysis, we will use Hollensen’s (2007) entry-modes together with our definition of 

cultural differences as a stepping-stone for our conclusions. The cultural dimensions, even 

called soft variables, are used in order to see to what extent the companies have 

encountered the aspects of the dimensions. The national cultural factors, also known as 

hard variables, are used to see the extent to which the companies have been affected by the 
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factors in their expansion process. Through this, we will be able to analyze if choice of 

entry-modes affects the cultural differences a company encounters, how these can appear 

and how each company has acted in order to prevent or overcome them. 

 

5.1 Choice of Entry-Mode 
Mercodia 

Mercodia’s entry-mode fits into Hollensen’s (2007) definition of direct export, meaning 

that they have chosen to export their product to foreign countries but keep their production 

in the domestic country. The company uses agents and distributors in the host country who 

then distribute the product to the customer. As described previously, the agents represent 

the company in signing agreements and work on provisional salary. The export method 

comes with a low level of control and risk but high flexibility as a consequence of the low 

level of integration seen in Hollensen’s model.  

  
To this can be added that Mercodia for the time being is unhappy with the flow of 

communication in the sense that they feel excluded from the plans made in Japan. This 

could be traced back to the low level of control but also as a consequence of the integration 

degree. With the lowest level of integration, Mercodia finds it difficult to have a 

relationship with their distributor since they seem to only see Mercodia as a main supplier. 

 

BioArctic 

BioArctic’s collaboration with Essai consists of a licensing agreement. This method falls 

under the category of intermediate mode in Hollensen’s (2007) model and is a way of 

dividing both ownership and risk between the parties. In this case an exchange of 

knowledge has been made through mutual agreements, where Japan handles internal 

product adaptions and marketing everywhere but for Europe and also takes care of the 

marketing costs while BioArctic manages Europe. This entry-mode has meant decreased 

risks for BioArctic. 

 

Ericsson 

When expanding to Japan, Ericsson opened a local subsidiary since they wanted to be as 

active as possible and obtain a leading market position, which for them made it easy to 

choose to operate locally. Within Hollensen’s (2007) research, this type of entry-mode 



!

!31 

corresponds with a hierarchical level which is the highest grade of integration and that 

comes with high control, high risk and low flexibility. Cultural knowledge has been 

embedded in the company by hiring local labor.  

Summary 

To summarize this analysis, we have three companies with three different entry-modes and 

thereby various levels of integration. Next step is to see whether the companies have 

perceived the Japanese culture differently and if this is affected by their choice of entry-

mode. 

5.2 Cultural differences 
5.2.1 National Cultural Dimensions 

 

 

 

 

Table 3: National Cultural Dimensions expressed in numerical values. Source: Hofstede et al. (2012) 

Power Distance  

Power Distance Index (PDI) regards the structure of formality, salary, power distribution 

and employees’ attitudes towards inequalities in these fields, where a higher PDI naturally 

means higher power distance. As seen in Table 3, Hofstede’s results indicate that Japan has 

a higher PDI than Sweden. 

All our respondents agree that Japan has a clear hierarchical structure. In Mercodia’s case, 

it is pointed out that it’s very clear who is in charge of meetings in the Japanese culture and 

that if information does not reach the right person, it risks getting lost and it’s difficult to 

identify the internal communicative relations between superiors and subordinates. Both 

BioArctic and Ericsson have experienced that decisions are made at the upper levels of the 

hierarchy. BioArctic’s representative says that employees in Japan don’t find it difficult to 

accept inequalities in terms of power and salary. Furthermore, BioArctic’s representative 

argues that the decision making-process is time-consuming and everything is laid out on the 

table for the negotiations after which it’s not unusual to end the meeting and return with an 
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answer later on. This is a necessary step within the Japanese culture, and trying to force a 

decision will only have an opposite effect, he says. Overall, the feeling of having reached a 

joint decision is important. Ericsson’s representative has observed that it is of great 

importance to match superiors from equivalent positions; otherwise it can complicate the 

decision-making process. He has also noticed that in the interaction between co-workers it 

is extremely important to show respect toward your superiors. For instance, formality is 

expressed through the gender-neutral addition “san” to a person’s name. The term “losing 

your face” is something very central that should strictly be avoided.  

 

Individualism 

Individualism Index (IDV) focuses on whether decisions are taken in the interest of the 

group or if the individual can act independently. For example, Hofstede indicates that Japan 

is less individualistic than Sweden. On this regard, Mercodia’s representative isn’t 

convinced that professional initiatives are taken to any greater extent in the Japanese 

culture. In her experience, processes are time-consuming, which she believes is a result of 

partial loss of information.  The representative of BioArctic says that according to his 

experiences, subordinates in Japan have little room for taking own initiatives. Due to the 

hierarchical structure, employees in the Japanese culture aren’t participating in the overall 

brainstorming process and neither in the decision-making. In Ericsson’s case, the 

representative expresses from his experience that the Japanese culture is highly customer-

focused and characterized by serving the customer in the best possible way, which 

consequently means that the individual’s needs are low in priority, which is something that 

he has seen several times.  

 

Masculinity 

Masculinity Index, (MAS), is centered on tendencies in terms of bonus sharing and work 

ethics. Hofstede indicates that Japan is a masculine culture, which per definition is result-

oriented, that distributes bonuses to those that have best earned it and where people 

generally “live to work”. On the masculinity aspect, neither of our respondents had explicit 

examples about bonus sharing. For Mercodia, this was simply because they have no insight 

in their distributor’s financial structure. On BioArctic’s behalf, the representative could 

only speak in terms of their side of the royalty agreement with the Japanese partner whereas 

Ericsson has an unaltered bonus policy in Japan and thus it cannot be traced back to the 

Japanese culture. On the topic of work ethic, for Mercodia the respondent says that since 
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the company only works with a distributor she does not have enough experiences from the 

culture to answer our questions while the other two respondents from BioArctic and 

Ericsson both agree that Japan is a reliable culture and one where the employees work hard.  

 

Uncertainty Avoidance 

Uncertainty Avoidance Index (UAI) is about a need for predictability and structure within 

the environment, where a higher UAI equals a stronger preference for both unwritten and 

written rules in order to eliminate uncertainty. Hofstede’s results indicate that Japan has a 

much higher UAI than Sweden, intending that Japan puts great importance to the matter of 

avoiding uncertainty, giving room for predictability. On the subject of UAI, our 

respondents express a high uncertainty avoidance tendency within the Japanese culture, but 

in varying terms. Mercodia’s respondent points out that there are unwritten rules in the 

working place, the respondent of BioArctic agrees and adds that that the need for these 

unwritten and written rules is big and that the Japanese culture is process-oriented in the 

way that they stick to agreements. There is also a strong need for punctuality, which can be 

related back to the fear of either being the one to, or cause someone else to “lose their 

face”. On behalf of Ericsson, the respondent agrees with the previous opinions and adds 

that this need for predictability is not only big but extremely present and important to obey, 

something he has seen in the collaboration.  

 

Long-Term Orientation 

Lastly, the Long-term Orientation Index, as the name implies, indicates the focus in terms 

of time-perspective where a long-term oriented culture values savings, thrift and future 

results. Hofstede found that Japan is a highly long-term focused country. On this aspect, 

only the respondents from two of our companies, BioArctic and Ericsson felt that they had 

enough experiences from the culture to provide a full answer. Both agreed that a long-term 

perspective characterizes the Japanese culture. For BioArctic, the respondent points out that 

this, as well as standing by your commitments, is needed in the industry. Ericsson’s 

representative adds that he has seen this clearly and repeatedly when working with Japan, 

perseverance towards results is very important in the Japanese culture as well as a strong 

philosophy of working hard in order to reach stipulated goals. 
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Summary 

Our empirical results from the soft, national cultural dimensions have been summarized in 

Table 4 below and categorized according to the level of each company’s experience which 

will allow us to see to what extent each company has encountered aspects of the 

dimensions. We have seen that the answers from the respondents differ slightly with their 

experience since there are variations in the details and depth of their answers. The answers 

have been labeled into “small”, “medium” and “large” and the distinction can be seen more 

detailed in the Appendix 3-section. Finally, the results have been summarized to an overall 

level determined by the most dominant ‘extent’. 

 

 
 

 

 

 

 
 
Table 4. To what extent each company has encountered the cultural differences in terms of dimensions. 
Author’s design. 
 
We can now conclude from the results of the first part of our empirical results that they 

differ in terms of what extent the companies have encountered cultural differences in terms 

of the national cultural dimensions. For instance, the exporting company Mercodia’s 

responses have mostly been of a more general nature, as in the case of IDV, MAS UAI and 

LTO which results in that the company having encountered the cultural dimensions to a 

small extent.  

 

The licensing company, BioArctic’s responses have resulted in an overall medium level of 

having encountered the cultural dimensions since the respondent has been able to give 

examples from actual experiences rather than general answers, for instance in the cases of 

all dimensions except PDI where the answers implicated that they have encountered it to a 

larger extent. 

The answers from Ericsson regarding their subsidiary resulted in that the company to a 

large extent has encountered the dimensions. This is due to the respondent’s broad 

knowledge and examples from experienced situations in all dimensions except for MAS, 
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which is explained by the fact that they don’t use any Japanese policy on the bonus 

systems. 

The results above indicate that the more a company is integrated in the culture due to entry-

mode, the larger is the extent to which they have faced the cultural differences in terms of 

national cultural dimensions and vice versa. 

5.2.2 National Cultural Factors 

Identity: Language and Religion 

We can conclude from the interviews, based on Hofstede’s model on national cultural 

factors, that all companies have faced relatively large linguistical difficulties but to varying 

extents. For Mercodia, language has been a big issue when collaborating with the Japanese 

distributor since they have limited knowledge of the language. For BioArctic, even if both 

parties speak English, it has sometimes been difficult to understand each other. Also, for 

Ericsson, language has been a relatively large issue when operating in Japan. To overcome 

this, Mercodia, due to their distributor’s limited knowledge of English, has found that 

written communication works better than oral. According to Gellerfors, BioArctic has had a 

Japanese principal to help with linguistical difficulties. In addition to this, written protocols 

have been composed simultaneously with meetings in order to not risk any loss of 

information. Montgomery says that on Ericsson’s behalf, they have hired local labor in 

order to acquire cultural knowledge and overcome the issue of differing languages. On the 

last regard, interpreters have also been used in order to make sure the communication 

works properly between the Swedish and Japanese units. 

We have seen that the respondents have not detected religion as something that affected 

their collaboration with Japan. Mercodia’s representative says that she has barely 

encountered religion as an issue while both Gellerfors for BioArctic and Montgomery for 

Ericsson agree that religion has neither been discussed nor had any impact on meetings or 

other interactions. Therefore, no measures have been taken by either of the companies to 

overcome this matter, simply because there has been no need for it. 

Values: Mental Software and Norms 

When it comes to mental software and norms, Axelsson has come to regard these as big 

issues. Mercodia, as a main supplier, has no direct contact with their customers and only a 
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loose relation to their distributor. From visits, Gellerfors has learned from experience that 

in the Japanese culture, sharing tradition is very important as well as reaching joint 

decisions professionally. Montgomery has not encountered any issues on this matter. 

Differences in values have been overcome in different ways: Since Mercodia’s 

collaboration with the distributor has not worked as well as they had hoped, in terms of 

communication and other things, they have recently tried to find a different distributor with 

the help of a consultant. BioArctic’s representative is of the opinion that one learns a 

culture by meeting it and by that implements responsiveness and adaption into the 

interaction, for example in terms of respecting the Japanese way of making decisions and 

avoid pushing for an immediate answer in negotiations. Ericsson has according to 

Montgomery handled the differences in values by letting the personnel go through a 

cultural education that serves as an introduction to the culture, before they are sent to work 

in Japan. This has been used in combination with utilizing the local labor’s knowledge in 

interpreting cultural signals. 

Institutions: Laws and Regulations 

All respondents have illuminated the fact that laws and regulations have been important 

factors to consider. In Mercodia’s case, the regulatory aspect has been problematic since 

regulations affect both how much of their tests that can be used in the market and whether 

they are approved or not. BioArctic’s respondent agrees that laws and regulations are very 

important and adds that in the Japanese culture it is praxis to carefully follow agreements 

and processes step-by-step, but that the laws can affect certain parts of the agreement and 

thus it is important to be adaptable. Lastly, Ericsson’s representative points out that as a 

foreigner it is very difficult to know every law and regulation and further emphasizes the 

importance of hiring local labor to get around some of these issues. 

Mercodia has not taken any particular measures to overcome the regulatory issues while on 

BioArctic’s regard, Gellerfors is of the opinion that even on this matter it is important to 

adapt. He has also had a principal to advise him. Montgomery clearly states that it wouldn’t 

be possible for Ericsson to operate in Japan without Japanese resources in terms of local 

labor and middle management. 

Summary 

Our empirical results from the hard, national cultural factors have been summarized in 
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Table 5 below and categorized according to the extent each company has encountered the 

respective factor during their expansion and how it has affected their business. This will 

capture each factor and its contextual signification as well as whether it has caused issues 

and if so, give examples of mitigating actions. Like the previous section, the answers have 

been labeled ‘small’, ‘medium’ and ‘large’ and summarized to an overall level determined 

by which extent they are evident. More detailed explanations of the labels can be found the 

Appendix 3-section. 

 
 

 

 

 

Table 5: To what extent each company has encountered the factors. Author’s design. 

Our empirical results from the second and last part of our cultural differences show that the 

hard, national cultural factors have affected the companies to different extents.  

Overall, Mercodia has been largely affected by the national cultural factors, especially in 

the fields of language, mental software and regulations, which have had a large impact on 

their exporting business with Japan. When facing these differences, it is clear from the 

examples above that Mercodia has experienced difficulties in finding ways of mitigating 

the effects, of their limited relation to the Japanese distributor. 

BioArctic has been impacted to a medium extent by all of the factors except religion. As a 

licensing company, they have had a more elaborate relationship with their Japanese 

business partners, which opens up opportunities to interact and mitigate the issues as 

examples above show. 

Ericsson has been affected by the factors to a small extent. Since they expected to 

encounter large differences, the above mentioned proactive actions were taken when 

expanding to Japan. Consequently with their subsidiary, they have maintained a high level 

of control, which results in a large possibility of being able to conduct mitigating actions. 
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From the examples above illustrates that the companies with higher integration levels have 

been less affected by the national cultural factors and vice versa. We have in our results 

seen that Ericsson for instance, with the highest level of integration, anticipated the 

expected differences by being more preventive in their strategies, which resulted in the 

decision to hire local labor as a source of cultural knowledge.  

6. Conclusion 
The purpose of this study was to examine whether and if so, how three Swedish companies’ 

choice of entry-mode impacts the cultural differences that they face on their expansion to 

Japan and explore what the companies did to overcome potential issues that they might 

have encountered and thus give examples of mitigating actions that have been 

implemented. To conclude the findings from this study, they indicate that there is reason to 

believe in a causal relationship between entry-mode and cultural differences in the way that 

each entry-mode corresponds with a level of integration into the foreign culture that 

subsequently has been shown to affect the company’s perception of, in this case, the 

Japanese culture.  

From our research it can be pointed out that by choosing export as an entry-mode, the 

company’s low level of integration has consequently resulted in a shallow integration with 

the Japanese culture. The behavioral national cultural dimensions were fairly unproblematic 

whereas on the other hand, the company has encountered large issues in terms of the 

institutional national cultural factors. However, for the latter it seems that the low level of 

integration has put limits to the company’s possibilities of managing the business 

relationship and thus made it problematic to mitigate the effects of the overall cultural 

differences. Furthermore, as the integration level gradually increases with the intermediate 

and hierarchical modes, the cultural interaction in terms of behavioral aspects successively 

increases. As this happens, we have seen both that the company has become more involved 

in the foreign culture and also an increase in the variety of options that can be implemented 

to mitigate the cultural differences. Finally we can point out that all of our Swedish 

companies have used different mitigations such as alternative communication methods, 

interpreters, human resources in terms of domestic labor, as well as an overall tolerance and 

adaption for different cultural expressions.   
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As such, this study has given examples of cultural differences and mitigating actions, as 

well as emphasizing that the choice of entry-mode has impacted how and to what extent the 

companies have perceived the cultural differences they have encountered in their expansion 

to Japan.  

7. Suggestions for Future Research 

Our research centers on the importance of entry-mode in the interaction with foreign 

markets and how this can impact the perception of the host culture.  

This study has illuminated the complex relationships between two aspects of culture and 

how they relate differently to entry-mode. For instance we have seen that Ericsson’s 

subsidiary, which has the highest level of integration, has encountered the highest level of 

differences within the behavioral dimensions but interestingly enough, the lowest level of 

differences within the national cultural factors. In the range of this thesis we have proven 

that for all three companies, the integration level is positively correlated to the national 

cultural dimensions but negatively correlated to the national cultural factors. This can be 

seen as an extension of Tayebs (1988) research, which has explored the need for cultural 

understanding and how this varies with different modes of entry. From the findings in this 

study, we can see that not only the need for cultural understanding but also the perception 

of culture and its expressions are functions of a company’s entry-mode. This has led to 

some ideas to further research:  

Firstly, future research could aim to sort out whether it is possible to increase a company’s 

competitiveness by incorporating global aspects at an early stage of the internationalization 

process within the low-integrated entry-modes in the way that Ericsson has shown and if 

this could serve to prevent the impact of cultural differences.  

Lastly, since the exporting company of this thesis has been proven to have the most 

problematic relation to cultural differences, it would be interesting for further studies to 

extend the field to include more companies while treating the entry-mode variable as a 

constant in order to see whether this will turn out to have an effect on the indicated results.  
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Appendix 

Appendix 1 - Interview Guide 

Here are presented the main areas and main questions for the interviews. The questions 
have been adapted to each interview situation and thus slightly varied.  

Entry-Mode (Main Area 1) 

What entry mode have you chosen when expanding to Japan?  

What was the reason behind the chosen entry mode? 

Culture (Main Area 2) 

Did you see culture as a barrier when expanding? 

National cultural dimensions 

Do employees easily accept position-related inequalities in terms of salary and influence on 
decisions in the working place? 

What characterizes the climate between leaders and subordinates; formal or informal? 

Is the employee free to take own initiatives or must all decisions be coordinated through the 
group? 

Would you say that employees “live to work” or “work to live”? 

Is there an internal competition between employees regarding bonuses and privileges?  

How would you say that employees act in relation to unwritten and written rules in the 
work place? 

How important is punctuality and clear directives in the work place? 

Is there an aim for long-term results within the company or do the have a more short-term 
focus? 

National cultural factors 

If and in that case how/to what extent would you say that each of these factors have 
contributed to the cultural difficulties in cooperation with Japan? 

What have you done to overcome these?  

• Language 

• Religion      

• Mental software       

• Norms 
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• Laws             

• Regulations 
 

Examples of follow-up questions that were asked:     

Main question: What characterizes the climate between leaders and subordinates; formal or 
informal? 

Answer:  There is a strong hierarchy in Japan.  

Following question: How have you noticed that? Do you have any examples from your 
own experience?  

Main question: Is the employee free to take own initiatives or must all decisions be 
coordinated through the group? 

Answer: They have no room to take own initiatives, even if they want to.  

Following question: In which situation have you noticed that? Why do you believe that 
they don’t have so much room for own initiatives? 
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Appendix 2 - Summary of our Interview Results 

 
Only the main points are written down to facilitate our empirical findings and analysis. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Table 6: National cultural dimensions interview results – summary. 
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Table 7: National cultural factors interview results – summary. 
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Appendix 3 – Categorical Definitions and Results 

Categorizing the “cultural differences” from the respondents answer.  The results for each 
company are presented in the analysis. Why we categorized them between; small, medium 
and large is motivated below.   

National Cultural Dimensions: Definitions and results 

Small – The respondent’s experiences of cultural differences is of little or no extent. 
General answers can be provided but no examples. 

Medium – The respondent’s experiences of cultural differences is of medium extent. 
Examples can be given but are few. 

Large – The respondent’s experiences of cultural differences is of large extent. Answers 
and several examples can be provided where interaction with the host culture is portrayed. 

 
National Cultural Factors: Definition and Results 

Small – The respondent has encountered the particular national cultural factor to little or no 
extent and is of the opinion that it has had minor effect on the business. 

Medium – The respondent has encountered the particular national cultural factor to a 
medium extent and is of the opinion that it has had a manageable effect on the business. 

Large – The respondent has encountered the particular national cultural factor to a large 
extent and is of the opinion that it has had a major effect on the business. 
 
 
 
 


